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DEPARTMENTS  OF  LABOR,  HEALTH  AND 
HUMAN  SERVICES,  AND  EDUCATION,  AND  RE- 
LATED  AGENCIES  APPROPRIATIONS  FOR  1992 


Thursday,  April  25,  1991. 

ACTION 

WITNESSES 

JANE  A.  KENNY,  DIRECTOR 

G.  GARY  KOWALCZYK,  COMPTROLLER,  AND  ACTING  ASSOCIATE  DIREC- 
TOR FOR  MANAGEMENT  AND  BUDGET 

Mr.  Natcher.  Now  we  take  up  at  this  time  the  budget  request 
for  fiscal  year  1992  for  ACTION,  and  we  have  before  the  committee 
Ms.  Jane  A.  Kenny,  the  Director.  It  is  a  pleasure  to  have  you  back 
before  the  committee,  before  you  give  us  your  statement,  tell  us 
who  you  have  with  you  there  at  the  table. 

INTRODUCTION  OF  WITNESSES 

Ms.  Kenny.  Mr.  Chairman,  I  am  pleased  to  be  accompanied  by 
Gary  Kowalczyk,  who  is  the  Comptroller,  and  also  the  Acting  Asso- 
ciate Director  for  Management  and  Budget. 

Mr.  Natcher.  We  are  delighted  to  have  you  both  before  the  com- 
mittee and  now  we  would  be  pleased  to  hear  from  you. 

Opening  Statement 

Ms.  Kenny.  I  am  pleased  to  appear  before  you  today  to  discuss 
the  fiscal  year  1992  budget  request  for  ACTION.  With  your  permis- 
sion, Mr.  Chairman,  I  have  a  statement  that  I  would  like  to  have 
inserted  into  the  record. 

I  will  now  summarize  the  key  points  in  that  statement. 

The  request  totals  $198,600,000,  an  increase  of  $7,300,000  million, 
or  3.8  percent  above  amounts  available  in  fiscal  year  1991. 

With  these  monies  in  fiscal  year  1992,  ACTION  will  carry  out  its 
fundamental  mission  to  stimulate  voluntary  citizen  participation  in 
community-based  efforts  to  meet  the  needs  of  the  poor,  the  disad- 
vantaged and  the  elderly. 

In  fiscal  year  1992,  ACTION  programs  will  support  approximately 
one-half  million  diverse  volunteers  who  will  engage  in  a  wide  varie- 
ty of  programs  and  projects,  such  as  home  care  for  the  elderly,  lit- 
eracy enhancement,  drug  abuse  prevention  and  education,  assist- 
ance for  at  risk  youth  and  housing  projects  for  low  income  families. 

Turning  to  our  specific  programs,  for  VISTA,  our  request  of 
$35,800,000,  an  increase  of  $5,500,000  or  18  percent  will  support 
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first,  3200  volunteer  service  years;  second,  an  average  subsistence 
allowance  at  105  percent  of  the  poverty  index;  third,  an  increase  in 
the  stipend  for  volunteers  from  $90-to-95  per  month;  and  fourth,  1.5 
percent  of  available  sums  to  expand  public  awareness  and  recruit- 
ment activities. 

In  addition,  the  VISTA  budget  includes  an  increase  for  expenses 
related  to  the  health  contract  for  volunteers,  and  continues  the 
training  expansion  initiated  in  fiscal  year  1991. 

Our  budget  for  the  Literacy  Corps  will  support  440  volunteer 
service  years  in  fiscal  year  1992,  the  same  level  as  in  fiscal  year 
1991. 

We  are  proposing  $976,000,  the  same  level  as  in  fiscal  year  1991, 
for  the  Student  Community  Service  Program.  ACTION  is  committed 
to  tapping  volunteer  resources  found  among  the  nation's  youth, 
and  this  program  is  a  proven  and  effective  vehicle  for  accomplish- 
ing this  goal.  A  project  that  illustrates  that  success  is  the  Bowling 
Green,  Warren  County  Community  Education  Board  where  more 
than  2000  high  school  and  college  students  serve  primarily  on  low 
income  senior  assistance  projects.  They  are  in  their  third  year  of 
funding.  Following  their  final  year,  which  is  this  year,  they  will  be 
self-sufficient  after  only  $30,000  in  Federal  assistance. 

Our  budget  also  includes  $1,451,000  for  the  funding  of  grants  to 
combat  illicit  drug  abuse  through  volunteer  programs.  These 
grants  are  awarded  to  non-profit  organizations  engaged  in  address- 
ing the  serious  problems  of  illicit  drug  abuse  primarily  among  at- 
risk  youth  in  low  income  communities  through  volunteer  efforts. 

For  the  Older  American  Volunteer  Programs,  we  are  requesting 
$123,900,000,  the  same  amount  as  is  available  in  fiscal  year  1991. 

Again,  we  will  support  the  same  number  of  projects  and  volun- 
teers as  in  fiscal  year  1991.  Within  this  level  funding,  our  budget 
provides  monies  to  support  a  stipend  increase  for  low  income  senior 
volunteers  from  $2.35  per  hour  to  $2.40  per  hour,  in  both  the 
Foster  Grandparent  and  Senior  Companion  Programs. 

In  fiscal  year  1992,  we  are  requesting  $1,000,000,  and  12  positions 
for  the  Office  of  the  Inspector  General.  For  program  administra- 
tion, we  are  requesting  $30,400,000,  an  increase  of  $2,100,000  above 
the  prior  year  amount. 

The  increase  reflects  the  level  that  is  essential  to  ensure  sound 
administration  of  ACTION  programs  and  continues  the  increased 
support  provided  by  the  Congress  last  year  for  administration.  The 
increase  will  cover  mandatory  costs  increases,  mostly  in  the  area  of 
personnel  and  benefits,  as  well  as  support  the  agency  at  a  full  time 
equivalent  level  of  438  positions. 

Mr.  Chairman,  that  summarizes  ACTION'S  budget  request  for 
fiscal  year  1992.  I  would  be  pleased  to  answer  any  questions  that 
the  subcommittee  may  have. 

[The  statement  of  Mrs.  Kenny  follows:] 
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Mr.  Chairman  and  Members  of  the  Committee: 

I  am  pleased  to  appear  before  you  today  to  discuss  the 
fiscal  year  1992  budget  request  for  ACTION. 

Our  budget  request  totals  $198.6  million,  an  increase  of 
$7.3  million,  or  3.8%,  above  amounts  available  in  fiscal  year 
1991.     With  these  monies  in  fiscal  year  1992,  ACTION  will  carry 
out  its  fundamental  mission  to  stimulate  voluntary  citizen 
participation  in  community-based  efforts  to  meet  the  needs  of  the 
poor,  the  disadvantaged,  and  the  elderly. 

This  budget  request  reflects  the  Administration's 
commitment  to  fostering  voluntarism  across  the  Nation,  including 
the  creation  of  public/private  partnerships  to  address  the  needs 
of  local  communities.     ACTION,  through  support  of  established 
programs  and  encouragement  of  local  volunteer  efforts,  will 
continue  to  challenge  all  Americans  to  use  their  energy, 
innovative  spirit,  experience  and  skills  to  the  fullest 
advantage  to  address  critical  needs  of  communities  and  the 
Nation. 

In  fiscal  year  1992,  ACTION'S  programs  will  support 
approximately  one-half  million  diverse  volunteers — old  and  young, 
low  income  and  financially  able,  stipended  and  non-stipended, 
full-time  and  part-time,  students  and  workers — who  will  engage 
in  a  wide  variety  of  programs  and  projects,  such  as  home  care  for 
the  elderly,  literacy  enhancement,  drug  abuse  prevention  and 
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education,  assistance  for  at-risk  youth,  and  housing  projects 
for  low  income  families.    As  in  the  past,  the  programs  we  support 
will  be  defined,  developed  and  implemented  by  local  communities, 
thereby  assuring  that  their  needs  are  being  addressed. 

ACTION'S  basic  goals,  as  reflected  in  the  FY  1992  budget, 
are  as  follows: 

1.  Provide  leadership  as  the  Federal  domestic  volunteer 
agency  by  expanding  and  promoting  voluntarism  nationwide. 

2.  Develop  and  sustain  standards  of  excellence  in  existing 
programs . 

3.  Develop  greater  financial  self-sufficiency  of  ACTION 
funded  programs. 

4.  Develop,  test,  and  promote  innovations  in  voluntarism. 

5.  Enhance  systems  for  volunteer  recruitment,  training,  and 
placement. 

6.  Enhance  and  enrich  the  quality  of  life  of  ACTION  funded 
volunteers . 

I  will  now  summarize  the  major  components  of  the  budget. 

Volunteers  in  Service  to  America  (VISTA) 

For  VISTA,  our  request  of  $35.8  million,  an  increase  of  $5.5 
million,  or  18%,  will  support  a  number  of  planned  changes: 

o  3,200  volunteer  service  years,  an  increase  of  278  above 
the  anticipated  FY  1991  level  of  2,922  and  an  amount 
equivalent  to  the  minimum  floor  established  in  the 
Domestic  Volunteer  Service  Act  of  1973,  as  amended,  for 
fiscal  year  1992. 
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o  Increases  in  the  subsistence  levels  for  individual 

volunteers  to  provide  an  average  subsistence  allowance  at 
105%  of  the  poverty  index  for  a  single  individual. 

o  Increases  in  the  stipend  for  volunteers  from  $90  to  $95 
per  month. 

o  Provision  of  1.5%  of  available  sums  to  expand  public 
awareness  and  recruitment  activities. 

In  accordance  with  the  Domestic  Volunteer  Service  Act 
Amendments  of  1989,  the  3,200  volunteer  service  years  under  the 
VISTA  program  will  increase  the  size  of  the  regular  program  by 
over  22%  over  a  three-year  period,  FY  1989-92.     Further,  when 
combined  with  the  VISTA  Literacy  Corps,  the  volunteer  service 
years  supported  within  VISTA  will  total  3,640  in  FY  1992. 

In  FY  1992,  the  subsistence  allowance  under  the  VISTA 
program  will  be  raised  to  an  annual  average  of  $7,311,  an 
increase  of  $523,  or  7.7%,  above  the  level  provided  in  FY  1991. 
In  accordance  with  the  Domestic  Volunteer  Service  Act  of  1973,  as 
amended,  individual  allowances  are  adjusted  to  reflect  diffe- 
rences in  the  cost  of  living  in  various  parts  of  the  country. 

The  increase  in  the  stipend,  from  $90  to  $95  per  month,  will 
increase  the  amount  a  volunteer  completing  an  assignment  after 
twelve  months  of  service  will  receive — from  $1,080  to  $1,140. 

For  public  awareness  and  recruitment  activities,  we 
anticipate  spending  $537,000  in  program  funds  in  FY  1992.  We 
will  use  these  monies  to  implement  a  newly  developed  marketing 
plan  for  the  VISTA  program,  where  we  are  targeting  to  increase 
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the  number  of  recent  college  graduates  who  become  VISTA 
Volunteers. 

In  addition,  reflecting  escalating  costs  in  the  health 
industry,  the  VISTA  budget  includes  increases  for  expenses 
related  to  the  health  contract  for  volunteers.     Further,  our 
budget  proposes  to  continue  the  enhanced  training  begun  in  fiscal 
year  1991.     We  continue  to  believe  that  this  additional  training 
is  essential  if  we  are  to  provide  projects  with  Volunteers  having 
up-to-date  skills  who  are  capable  of  providing  high  quality 
service. 

As  in  the  past,  VISTA  Volunteers  will  focus  their  efforts  on 
the  needs  of  low-income  people,  including  projects  designed  to 
address  the  problems  of  at-risk  youth,  illiteracy,  unemployment, 
hunger,  substance  abuse,  and  homelessness. 

Literacy  Corps 

We  propose  an  increase  of  $309,000,  or  7%,  to  provide 
greater  support  for  existing  volunteers,  including  the  same 
increases  for  subsistence  allowances,  stipends,  and  public 
awareness  as  are  requested  for  other  VISTA  Volunteers.  Our 
budget  will  support  440  volunteer  service  years  in  fiscal  year 
1992,  the  same  level  as  in  FY  1991. 

Volunteers  under  the  Literacy  Corps  program  will  serve  as 
mobilizers  and  catalysts  in  recruiting  and  training  community 
volunteers  to  provide  tutoring  and  other  literacy  promoting 
functions.     As  in  the  past,  volunteers  funded  by  the  regular 
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VISTA  appropriation  will  also  participate  in  literacy  projects. 

Student  Community  Service  Program 

We  are  proposing  $976,000,  the  same  level  as  in  1991,  for 
the  Student  Community  Service  Program.    ACTION  is  committed  to 
tapping  volunteer  resources  found  among  the  Nation's  youth,  and 
this  program  is  a  proven  and  effective  vehicle  for  accomplishing 
this  goal.    Unlike  any  other  Federally  funded  programs  directed 
at  students,  the  Student  Community  Service  Program  supports 
volunteers  who  receive  no  remuneration  or  tuition  assistance  and 
provide  assistance  only  to  low-income  communities. 

Under  this  program  small  grants  are  given  to  colleges, 
universities,  secondary  schools,  and  non-profit  organizations  to 
act  as  a  stimulus  in  the  promotion  of  student  volunteer 
activities.     Students  direct  their  volunteer  activities  to 
address  the  needs  of  low-income  individuals  in  the  community 
in  which  the  institution  is  located. 

Special  Volunteer  Programs 

Our  budget  includes  $1,451  million  for  the  funding  of  grants 
to  combat  drug  abuse  through  volunteer  programs. 

These  grants  are  awarded  to  non-profit  organizations  engaged 
in  addressing  the  serious  problems  of  illicit  drug  abuse, 
primarily  among  at-risk  youth  in  low-income  communities,  through 
voluntary  efforts.     Self-help  programs  include  illicit  drug 
abuse  education  and  prevention  activities. 
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ACTION's  drug  abuse  program  is  an  integral  part  of  the 
Administration's  overall  effort  to  curtail  substance  abuse.  In 
the  aggregate  across  all  of  our  programs,  ACTION  expects  to  spend 
approximately  $11.1  million  for  this  activity  in  fiscal  year 
1992,  an  increase  of  $150,000  above  the  estimated  amount  in 
fiscal  year  1991. 

Older  American  Volunteer  Programs 

For  Older  American  Volunteer  Programs,  we  are  requesting 
$123.9  million,  the  same  amount  as  is  available  in  fiscal  year 
1991. 

Within  this  level  funding,  our  budget  provides  monies  to 
support  a  stipend  increase  for  ACTION- funded,  low-income 
volunteers,  from  $2.35  to  $2.40  per  hour,  in  both  the  Foster 
Grandparent  and  Senior  Companion  Programs.    Monies  to  support 
this  stipend  increase  are  available  within  an  overall  level 
budget  in  FY  1992,  because  the  appropriation  for  fiscal  year  1991 
contains  one-time  funding  for  the  FY  1991  stipend  increase  for 
non-ACTION  funded  volunteers. 

The  Domestic  Volunteer  Service  Act  of  1973,  as  amended, 
authorizes  an  hourly  stipend  of  $2.50  for  fiscal  year  1992, 
subject  to  the  availability  of  funds  to  maintain  the  same  number 
of  volunteers  as  in  the  prior  year.    Within  available  funding,  we 
are  proposing  to  maintain  the  same  number  of  volunteers  as  in 
FY  1991,  and  then  to  increase  the  stipend  to  $2.40  per  hour.  As 
the  Committee  is  aware,  the  stipend  was  increased  from  $2.20  to 
$2.35  in  fiscal  year  1991. 
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In  FY  1992  we  are  requesting  $33.4  million  for  the  Retired 

i 

Senior  Volunteer  Program  (RSVP) ,  $62.9  million  for  the  Foster 
Grandparent  Program  (FGP) ,  and  $27.6  million  for  the  Senior 
Companion  Program  (SCP) .    RSVP  promotes  voluntarism  among  retired 
Americans  and  uses  their  skills  in  projects  important  to 
the  community.     FGP  supports  low-income  seniors  in  providing 
one-to-one  assistance  to  children  with  special  or  exceptional 
needs.     SCP  provides  older  low- income  seniors  the  opportunity  to 
provide  personal  assistance  and  companionship  to  older  persons 
with  physical,  mental,  or  emotional  impairments  which  put  them  at 
risk  of  institutionalization. 

In  fiscal  year  1992,  under  these  programs  we  will  continue 
certain  initiatives  contained  in  the  Domestic  Volunteer  Service 
Act  Amendments  of  1989,  including:     (1)  Carrying  out  programs  of 
national  significance,  where  funds  are  spent  on  certain  national 
priorities,  and  (2)  Earmarking  $250,000  on  promotional 
activities.    We  will  support  these  initiatives  at  the  prior  year 
level. 

In  addition,  ACTION  will  continue  to  explore  partnerships 
with  other  agencies  and  organizations  in  order  to  carry  out  the 
purposes  and  intent  of  the  Older  American  programs.     For  example, 
in  fiscal  year  1990  we  entered  into  an  agreement  with  the 
Administration  on  Aging  (AoA)  to  undertake  a  joint  effort  in  the 
Senior  Companion  Program  to  assist  seniors  80  years  of  age  and 
older.    Grants  under  this  effort  will  require  matching  funds 
from  private  sector  sources. 
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Inspector  General 

In  fiscal  year  1992,  we  are  requesting  $1.0  million  and 
12  positions  for  the  Office  of  the  Inspector  General. 

Funds  will  be  used  in  FY  1992  to  carry  out  an  audit  plan  and 
to  conduct  investigations  as  required.    Audits  will  focus  on 
Agency  operations  as  well  as  any  particular  issues  that  may  arise 
with  respect  to  grants  and  contracts. 

Program  Administration 

For  Program  Administration,  we  are  requesting  $30.4  million, 
an  increase  of  $2.1  million  above  prior  year  amounts.  The 
increase  reflects  a  level  that  is  essential  to  assure  sound 
administration  of  ACTION'S  programs,  as  well  as  to  carry  out 
certain  recruitment  and  public  awareness  functions  contained  in 
the  1989  Amendments  to  the  Domestic  Volunteer  Service  Act. 
The  increase  will  cover  mandatory  cost  increases,  mostly  in  the 
areas  of  personnel  and  benefits,  as  well  as  support  the  Agency  at 
a  full-time  equivalent  level  of  438  positions,  a  level 
consistent  with  the  hiring  plan  being  conducted  in  fiscal  year 
1991.     Hiring  will  occur  primarily  in  the  regional  and  state 
offices  to  enhance  program  development,  the  recruitment  of 
volunteers,  and  project  monitoring. 

The  request  for  Program  Administration  also  provides  staff 
travel  funds  at  the  same  level  as  that  available  in  FY  1991. 
These  monies  are  necessary  to  carry  out  VISTA  recruitment  and 
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training  responsibilities,  project  monitoring  trips,  and  training 
conferences.    Monies  are  also  requested  to  implement  a  new 
payroll/personnel/project  information  system  to  support  VISTA 
Volunteers . 

Mr.  Chairman,  that  summarizes  ACTION'S  budget  request  for 
fiscal  year  1992.  I  am  available  to  answer  any  questions  that 
the  Subcommittee  may  have. 
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NATIONAL  AND  COMMUNITY  SERVICES  ACT 

Mr.  Natcher.  Thank  you,  Ms.  Kenny.  Tell  the  committee,  if  you 
will,  what  provisions  of  the  new  National  and  Community  Services 
Act  applied  to  ACTION,  and  how  you  are  addressing  them  at  this 
time. 

Ms.  Kenny.  Mr.  Chairman,  the  only  authorization  that  is  provid- 
ed for  that  relates  to  ACTION  directly  in  the  new  National  and  Com- 
munity Service  Act  is  the  provision  for  the  Youthbuild  Program, 
and  at  this  point  there  are  no  funds  provided  in  the  1992  budget 
for  it.  The  other  provisions  with  the  Act  call  for  the  creation  of  a 
National  and  Community  Service  Commission  which  at  this  point 
has  yet  to  be  staffed.  Once  those  positions  are  filled,  the  Commis- 
sion will  have  the  discretion  as  to  how  the  other  provisions  of  the 
Act  will  be  implemented. 

Mr.  Natcher.  If  you  will,  now,  tell  us  a  little  more  about  how 
the  Youthbuild  Program  would  operate,  and  what  concerns  you 
have  about  managing  this  new  activity? 

Ms.  Kenny.  The  Youthbuild  Program,  as  I  understand  it,  after 
having  met  with  the  President  of  the  private  sector  non-profit  orga- 
nization upon  which  the  federal  program  is  to  be  modeled,  is  pri- 
marily a  training  and  an  education  program.  It  is  designed  for  high 
risk  youth  who  are  school  dropouts.  It  is  a  program  that  I  believe 
would  not  necessarily  be  a  suitable  match  to  be  funded  through  the 
ACTION  Agency.  The  reason  I  say  that  is  that  among  other  things,  it 
does  not  have  a  volunteer  component.  It  is  strictly  geared  at  con- 
struction projects  and  at  gaining  a  GED  for  at  risk  youth.  It  also, 
as  I  understand  it,  has  an  average  cost  per  participant  of  $19,000. 
For  these  reasons,  I  do  not  think  it  is  suitable  to  be  handled 
through  the  ACTION  Agency.  However,  if  it  is  ultimately  decided  by 
Congress  that  it  should  be  funded  and  implemented  by  our  Agency, 
then  we  will  do  our  best  to  see  that  it  is  effectively  implemented  to 
the  best  of  our  ability. 

Mr.  Natcher.  As  you  know,  Congress  provided  $57,000,000  in 
1991  for  the  new  Commission  on  National  and  Community  Service. 
Some  of  its  functions  are  very  much  like  your  own. 

Do  you  have  any  concerns  regarding  the  creation  of  a  second  do- 
mestic volunteer  service  agency? 

Ms.  Kenny.  At  this  point,  Mr.  Chairman,  I  would  have  to  say  it 
would  be  a  little  bit  too  early  for  me  to  comment  on  that;  until  the 
Commission  is  actually  formulated,  I  will  not  have  a  clear  indica- 
tion of  how  they  plan  to  carry  out  their  responsibilities. 

One  possible  concern  I  do  see  now  that  has  been  expressed  to  me 
by  our  projects  is  that  the  Commission  and  its  activities  may  be  a 
source  of  competition  for  not  only  Federal  funds,  but  also  for  the 
volunteers  that  would  be  recruited  to  carry  out  these  activities. 

OLDER  AMERICAN  VOLUNTEER  PROGRAM 

Mr.  Natcher.  As  you  know,  you  requested  a  17  percent  increase 
for  VISTA,  and  no  increase  for  the  older  Americans  program.  Why 
so  little  for  the  senior  volunteers? 

Ms.  Kenny.  Congressman,  in  developing  our  budget  for  fiscal 
year  1992,  the  ACTION  Agency  had  to  weigh  many  considerations. 
First  and  foremost,  was  our  responsibility  to  implement  the  provi- 
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sions  of  the  Domestic  Volunteer  Service  Act  Amendments  of  1989, 
many  of  which  we  believe  are  mandatory  rather  than  optional.  The 
provisions  in  the  Act,  related  to  the  VISTA  program,  account  for 
approximately  95  percent  of  the  increase  in  our  budget. 

After  we  did  make  those  provisions  for  VISTA,  given  the  overall 
budget  constraints  that  we  were  faced  with  as  a  result  of  the 
Budget  Reform  Act,  it  was  not  possible  for  us  to  increase  activities 
in  other  programs. 

VISTA  RECRUITMENT 

Mr.  Natcher.  You  recently  completed,  as  you  know,  a  marketing 
plan  to  improve  VISTA  recruitment.  What  are  the  major  compo- 
nents of  this  plan  that  will  be  implemented  in  1992? 

Ms.  Kenny.  The  major  components  of  the  plan  include  a  campus 
newspaper  ad  to  targeted  colleges  and  universities,  additional 
print  media  in  national  magazines,  new  posters  and  brochures,  and 
targeted  direct  mail  to  educational  institutions.  As  you  stated,  we 
do  hope  to  have  that  initiated  by  the  fall  semester  on  campuses 
around  the  country. 

There  is  another  component  of  that  effort  that  I  think  is  impor- 
tant to  keep  in  mind,  and  that  is  the  creation  of  nine  regional 
VISTA  recruitment  positions.  I  am  pleased  to  announce  today  that 
we  have  made  those  nine  selections.  All  nine  of  them  are  VISTA 
volunteers  who  have  completed  their  service  within  the  last  year 
and  six  of  the  nine  are  recent  college  graduates.  So  they  bring  very 
relevant  experience  to  the  program  and  should  serve  as  excellent 
advocates  on  behalf  of  the  program. 

Mr.  Natcher.  Will  the  1.5  percent  statutory  set  aside  for  recruit- 
ment be  sufficient  to  implement  the  recommendations  of  the  plan? 

Ms.  Kenny.  Yes,  Mr.  Chairman,  I  believe  that  will  be  the  case, 
because  that  represents  a  300  percent  increase  over  the  funds  pro- 
vided last  year. 

Mr.  Natcher.  Do  you  have  any  data  on  the  number  of  people 
who  apply  for  the  VISTA  program  compared  to  the  number  who 
are  accepted? 

Ms.  Kenny.  At  this  point  we  do  not  have  that  data,  Mr.  Chair- 
man. 

Mr.  Natcher.  Well,  generally  speaking,  the  number  accepted 
and  the  number  applied?  Two-to-one? 

Ms.  Kenny.  I  would  say  that  in  most  cases  that  would  probably 
be  appropriate. 

VISTA  TRAINING 

Mr.  Natcher.  How  much  orientation  and  in-serving  training  do 
VISTA  volunteers  receive? 

Ms.  Kenny.  I  am  pleased  to  announce  that  as  a  result  of  the  in- 
crease in  program  administration  funds  which  you  provided  to  the 
Agency  in  our  budget  this  year,  we  have  been  able  to  expand  our 
training.  We  now  have  a  standardized  curriculum  and  a  four-day 
regional  pre-service  orientation  training  that  is  provided  to  all 
VISTA  Volunteers  throughout  the  nation. 

Mr.  Natcher.  Do  you  feel  this  is  sufficient? 
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Ms.  Kenny.  We  have  noticed  a  significant  improvement  in  the 
quality  of  the  training,  and  I  think  it  has  done  a  great  deal  to  en- 
hance the  perception  of  the  VISTA  Volunteers  that  they  are  part 
of  a  national  program  rather  than  just  individuals  who  are  as- 
signed to  separate  projects.  They  feel  a  much  greater  sense  of  their 
national  contribution  to  the  issues  which  they  are  addressing,  the 
concerns  of  the  country. 

VISTA  SERVICE  YEAR  FLOOR 

Mr.  Natcher.  If  for  any  reason,  Mrs.  Kenny,  that  the  committee 
is  unable  to  fund  your  request  in  its  entirety,  would  your  priority 
be  to  meet  the  VISTA  volunteer  floor  through  offsetting  reductions 
in  other  programs  as  mandated  in  law? 

Assuming  that  a  reduction  has  to  be  made,  how  do  you  feel  about 
it? 

Ms.  Kenny.  Mr.  Chairman,  if  a  reduction  has  to  be  made,  I  will 
have  to  defer  to  the  will  of  the  Congress  as  to  where  that  should  be 
applied. 

As  we  were  developing  this  budget,  we  weighed  carefully  the 
impact  on  all  of  our  projects.  I  think  it  should  also  be  noted  that 
our  budget  represents  a  3.8  percent  increase.  That  is  less  than  half 
of  the  increase  that  was  requested  and  approved  last  year  by 
this  committee.  We  have  been  especially  sensitive  to  the  budgetary 
constraints  we  are  facing  in  this  situation,  but  we  firmly  believe 
that  to  take  any  further  cuts  would  be  seriously  detrimental  to  the 
programs. 

I  will  have  to  defer  to  the  committee  as  to  what  would  be  the 
most  appropriate  reductions. 
Mr.  Natcher.  Mr.  Stokes,  I  yield  to  you. 

DRUG  ALLIANCE  PROGRAM 

Mr.  Stokes.  Thank  you,  Mr.  Chairman. 

Ms.  Kenny,  I  see  the  volunteers  in  all  of  ACTION'S  programs, 
VISTA,  Student  Community  Service,  Older  American  Volunteer 
Programs,  and  the  Action  Drug  Alliance  are  active  in  drug  abuse, 
prevention  and  education  programs.  I  see,  however,  that  a  $740,000 
reduction  is  proposed  for  the  Drug  Alliance  effort,  bringing  the 
total  to  about  $1,045,000  in  fiscal  year  1992. 

Why  are  you  proposing  a  reduction? 

Ms.  Kenny.  Congressman,  in  preparing  the  fiscal  year  1992 
budget,  we  did  have  to  deal  with  an  overall  budgetary  constraint 
that  was  imposed  as  a  result  of  the  Budget  Reform  Act.  As  I  refer- 
enced earlier,  because  of  the  nature  of  the  Amendments  that  are 
contained  in  the  Domestic  Volunteer  Service  Act,  we  have 
many  mandatory  increases  in  the  VISTA  program  which  have 
caused  us  to  request  an  18  percent  increase  in  that  one  program 
alone. 

In  order  to  offset  that  against  the  other  needs  of  the  Agency 
within  the  overall  budget  constraints  that  we  were  faced  with,  we 
felt  that  the  Drug  Alliance  Program  was  the  area  where  that  re- 
duction would  have  the  least  negative  impact,  because  it  involves 
one-time  only  grants  rather  than  ongoing  ACTION  Programs.  In  that 
context,  though,  I  think  it  is  important  to  note  that  collectively, 
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the  volunteer  initiatives  funded  by  ACTION  in  1992  show  an  increase 
in  drug  prevention  activities. 

Furthermore,  I  am  pleased  to  note  that  one  of  the  efforts  now 
underway  in  your  own  congressional  district,  involving  the  Retired 
Senior  Volunteer  Program,  was  a  project  that  was  highlighted  and 
recognized  by  President  Bush  as  a  daily  Point  of  Light  recently  in 
Cleveland.  It  serves  as  a  model  for  replication  throughout  the  coun- 
try in  using  seniors  in  an  inter-generational  activity  to  put  on 
puppet  shows  to  help  youngsters  better  understand  the  problems  of 
illicit  drugs  and  to  avoid  them.  The  program  has  been  recognized 
throughout  the  country,  and  is  something  about  which  we  are  very 
proud. 

STUDENT  COMMUNITY  SERVICE  PROGRAM 

Mr.  Stokes.  Well,  I  appreciate  the  mention  of  that  particular 
program,  but  that  sort  of  keeps,  I  guess,  in  line  with  what  I  think 
we  have  to  do,  and  that  is  give  our  young  people  opportunities,  not 
just  programs  where  we  tell  them  what  they  have  to  do,  or  just  say 
no  to  drugs,  per  se,  but  to  provide  them  some  type  of  meaningful 
substantive  options  of  getting  out  of  drug-type  environments, 
things  of  this  sort. 

Isn't  that  in  keeping  with  your  own  thinking? 

Ms.  Kenny.  Yes,  it  is,  Congressman.  In  fact,  if  you  consider 
youngsters  of  a  little  higher  age,  in  our  Student  Community  Serv- 
ice Program,  which  focuses  on  high  school,  vocational  and  college 
age  students,  we  have  many  youth  that  are  working  at  non-stipend- 
ed  activities  which  are  directed  toward  illicit  drug  prevention. 

In  fact,  again,  in  your  congressional  district  one  project  ACTION 
funds  is  at  Case  Western  University.  In  that  particular  project  we 
are  focusing  on  literacy.  There  we  are  using  college  students  as 
mentors  and  tutors  for  five  Cleveland  public  schools  in  order  to 
prevent  higher  dropout  rates  and  to  reduce  them  in  that  area.  We 
think  it  is  making  significant  progress.  That  project  is  in  its  final 
year  of  ACTION  funding,  but  we  have  been  assured  they  will  contin- 
ue those  activities  after  our  funds  cease.  We  believe  it  is  an  excel- 
lent project  and  has  done  very  well. 

Mr.  Stokes.  I  am  glad  you  mention  that  particular  project.  I  hap- 
pened to  be  out  there  recently  and  met  a  young  man  who  was  a 
tutor  in  that  program. 

Ms.  Kenny.  Project  STEP  UP? 

Mr.  Stokes.  Yes,  right.  And  he  wrote  me  a  little  about  it  and  I 
guess  the  thrust  of  his  letter  was  hoping  that  they  could  someway 
continue,  have  the  funding  for  a  program  of  that  sort,  because  they 
just  enjoyed  giving  something  to  these  young  people.  In  most  cases 
in  this  program,  this  happened  to  be  a  young  white  kid  who  is  a 
tutor,  and  he  was  so  pleased  that  they  were  helping  minority  youth 
in  the  inner  city  who  were  disadvantaged.  And  he  got  so  much  out 
of  it,  making  that  type  of  a  contribution,  that  he  was  hoping  in 
some  way  that  funding  for  this  program  would  continue. 

Ms.  Kenny.  It  is  my  understanding  that  they  have  been  able  to 
secure  non-federal  funds  in  order  to  keep  that  up,  I  think  partly 
because  of  the  recognition  they  are  getting  from  the  local  commu- 
nity. In  fact,  I  noted  in  my  review  of  that  project  that  the  Presi- 
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dent  of  Case  Western  has  awarded  those  students  for  their  out- 
standing accomplishments.  I  think  it  is  a  tremendous  help,  when 
the  leaders  of  the  community  are  recognizing  youth  for  what  they 
are  achieving  in  terms  of  positive  alternatives  to  illicit  drugs, 
whether  they  be  college  students  or  youngsters  who  are  five  and 
six  years  old  in  the  puppet  program  that  I  spoke  about  earlier. 
Such  recognition  reinforces  in  them  the  importance  of  voluntary 
work  and  the  impact  it  has  on  their  own  life  as  well  as  the  people 
they  are  serving. 

YOUTHBUILD  PROGRAM 

Mr.  Stokes.  That  brings  me  to  Youthbuild,  which  is  another  pro- 
gram in  my  congressional  district  which  the  people  who  run  the 
program  along  with  some  other  community  and  labor  representa- 
tives have  talked  to  me  about  the  program  and  how  it  has  taken 
these  young  people  out  of  the  drug  environment  by  putting  them 
on  construction  jobs  and  affording  them  an  opportunity  to  not  only 
get  training,  employment-type  training,  but  also  to  be  able  to  put 
them  in  an  environment  where  they  are  removed  from  drugs,  and 
where  they  no  longer  become  drug  dependent  or  interested  in 
drugs,  things  of  this  sort. 

I  understand,  in  response  to  a  question  posed  by  the  Chairman 
that  this  is  a  program  that  you  don't  want  to  fund,  or  you  are  not 
going  to  fund. 

Ms.  Kenny.  The  premise  for  my  views  on  that,  Congressman,  is 
somewhat  similar  to  the  comments  that  you  have  made,  in  that  it 
is  primarily  an  employment  and  training  program.  I  think  it  achieves 
valid  goals,  and  is  seeing  some  positive  results. 

What  I  am  uncomfortable  about,  frankly,  is  that  ACTION,  as  the 
Federal  domestic  volunteer  agency,  does  not,  at  this  point  at  least, 
have  enough  expertise  in  the  area  of  construction  or  education  to 
ensure  that  we  could  adequately  carry  out  our  oversight  responsi- 
bilities. 

If  it  is  determined  that  this  program  is  to  be  a  Federal  program, 
I  think  some  serious  consideration  should  be  given  to  whether  it 
should  be  more  approximately  administered  through,  say,  the  De- 
partment of  Labor,  because  they  have  much  more  expertise  in  the 
area  of  construction.  The  current  staff  we  have  at  ACTION  would  not 
be  in  a  position  to  carry  out  a  construction  program. 

STIPEND  PROGRAMS 

Mr.  Stokes.  I  see.  Let  me  ask  you  this:  some  of  ACTION'S  pro- 
grams offer  stipends,  do  they  not? 
Ms.  Kenny.  Yes,  sir. 

Mr.  Stokes.  And  I  guess — which  ones  are  they? 

Ms.  Kenny.  The  VISTA  Volunteer  Program  has  a  stipend  that  is 
the  national  average  of  105  percent  of  the  poverty  level.  The  sti- 
pended  Older  America  Volunteer  Programs,  which  are  the  Senior 
Companion  and  the  Foster  Grandparent  Programs,  have  a  stipend 
that  is  currently  at  $2.35  per  hour.  We  are  proposing  in  our  1992 
budget  that  it  be  increased  to  $2.40  per  hour. 

Mr.  Stokes.  How  many  stipends  were  awarded  in  fiscal  year 
1990?  Do  you  have  any  figures  on  that? 
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Ms.  Kenny.  How  many? 

Mr.  Stokes.  How  many  stipends? 

Ms.  Kenny.  We  had  a  stipend  increase  in  the  VISTA,  Foster 
Grandparent,  and  Senior  Companion  Programs. 

Mr.  Stokes.  Okay.  I  think  that  does  it.  Thank  you  very  much, 
Mrs.  Kenny. 

Thank  you,  Mr.  Chairman. 

PROGRAMS  OF  NATIONAL  SIGNIFICANCE 

Mr.  Natcher.  Last  year,  as  you  know,  the  committee  added  fund- 
ing to  provide  national  significance  grants  to  existing  older  Ameri- 
can projects.  How  were  these  funds  distributed  to  the  regions? 

Ms.  Kenny.  When  you  combine  FY  90  and  91  funding,  approxi- 
mately 25  percent  of  the  RSVP  projects  have  received  programs  of 
national  significance,  ten  percent  have  received  them  in  the  Foster 
Grandparent  Program  and  approximately  35  percent  in  the  Senior 
Companion  Program. 

As  far  as  the  types  of  activities  that  were  funded  in  FY  90,  the 
most  frequent  types  of  activities  in  the  Foster  Grandparent  Pro- 
gram were  for  tutoring,  drug  and  alcohol  abuse  and  special  needs 
child  care.  In  the  RSVP  program,  the  most  popular  was  respite 
care,  followed  by  tutoring  and  developmentally  disabling  activities. 
For  the  Senior  Companion  Program,  again,  respite  care  was  the 
most  popular,  the  next  one  was  for  AIDS-related  activities,  and  the 
last  one  was  for  developmentally  disabled. 

handicap  accessibility 

Mr.  Natcher.  What  are  ACTION'S  grantees  doing  to  provide  great- 
er access  to  their  programs  for  disabled  Americans? 

Ms.  Kenny.  There  are  a  number  of  initiatives,  Mr.  Chairman, 
that  we  have  undertaken,  because  we  believe  that  handicapped  ac- 
cessibility should  be  a  priority  for  all  of  our  projects,  especially 
since  our  authorizing  legislation  specifically  encourages  us  to  help 
the  disabled  to  become  more  self-sufficient. 

In  that  context,  we  have  in  the  last  year  developed  a  comprehen- 
sive handicapped  accessibility  guidebook  which  has  been  distribut- 
ed to  all  of  our  projects.  We  have  conducted  training  sessions,  not 
only  for  all  of  our  ACTION  staff,  but  all  of  our  grantees  as  well. 

We  have  also  established  a  time  table  for  all  grantees  to  conduct 
handicapped  accessibility  self-evaluations  of  their  facilities  and 
their  programs.  The  Older  American  Volunteer  programs  should 
complete  it  in  1991.  The  rest  of  our  programs  should  complete  it  in 
1992. 

Another  initiative  we  have  undertaken,  and  one  that  I  am  espe- 
cially pleased  about,  the  use  of  some  of  our  demonstration  funds  in 
some  of  our  programs  to  encourage  non-profit  organizations  to 
think  of  the  disabled  as  the  providers  of  service  rather  than  the  re- 
cipients of  service.  For  example,  the  American  Foundation  for  the 
Blind  has  been  awarded  an  ACTION  grant  that  encourages  the  re- 
cruitment of  visually  impaired  seniors  to  serve  as  volunteers. 
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SENIOR  COMPANION  DIRECTOR 

Mr.  Natcher.  At  the  end  of  1989,  as  you  know,  Congress  re- 
quired that  a  separate  director  be  established  for  the  Senior  Com- 
panion Program.  What  has  delayed  the  filling  of  this  position? 

Ms.  Kenny.  Mr.  Chairman,  the  primary  reason  was  that  unfortu- 
nately the  program  administration  funds  we  received  last  year 
were  approximately  $800,000  less  than  requested.  That  delayed  the 
recruitment  plan  we  originally  proposed  for  this  fiscal  year.  In 
keeping  with  the  intent  of  Congress,  we  did  put  the  priority  on  fill- 
ing field  position  vacancies.  In  that  context,  I  can  tell  you  that 
from  October,  1989  through  December,  1990,  there  was  a  reduction 
in  headquarters  positions  of  14,  and  an  increase  in  the  field  posi- 
tions of  three. 

We  do  now  have  a  recruitment  action  in  process  for  the  Senior 
Companion  Program  Director,  and  we  expect  to  have  that  position 
filled  by  June. 

OA  VP  STIPEND 

Mr.  Natcher.  The  authorization  does  not  require  a  stipend  in- 
crease in  the  Older  Americans  program  until  1993,  as  you  know. 
What  is  the  basis  of  your  stipend  increase  for  1992? 

Ms.  Kenny.  Mr.  Chairman,  we  believe,  after  discussions  with 
Committee  staff,  that  the  1993  reference  was  a  technical  drafting 
error.  Based  on  the  legislative  history  of  our  authorizing  legisla- 
tion, as  well  as  discussions  with  the  committee,  we  believe  it  was 
clearly  the  intent  of  Congress  that  the  increase  be  implemented  in 
1992.  Based  on  that,  we  have  prepared  our  budget  accordingly. 

Mr.  Natcher.  How  much  has  the  amount  of  non-federal  funding 
for  the  Older  Americans  projects  increased  over  the  past  several 
years? 

Ms.  Kenny.  There  has  been  a  significant  increase,  I  am  pleased 
to  note,  under  understandably  difficult  financial  times.  Non- ACTION 
funding  exceeded  $75,000,000  in  fiscal  year  1990,  an  increase  of 
$8,000,000  from  fiscal  year  1989.  The  largest  percentage  increase 
occurred  in  the  Senior  Companion  Program,  with  an  almost  20  per- 
cent increase  to  over  $14  million.  RSVP  and  the  Foster  Grandpar- 
ent Program  each  exceeded  7  percent  increases  in  fiscal  year  1990, 
to  over  $33,000,000,  and  $27,000,000  respectively. 

The  sources  of  the  funding  for  non-ACTION  funding  includes  State 
governments,  county  and  other  local  governments,  the  non-profit 
sector  and  the  business  and  corporate  sector.  One  thing  I  would 
like  to  comment  on  in  this  regard,  Mr.  Chairman,  and  it  is  appro- 
priate that  you  be  here  to  hear  our  commendation,  is  that  in  the 
Foster  Grandparent  Program  the  project  that  has  achieved  the 
greatest  amount  of  non-federal  match  in  the  nation  happens  to  be 
in  your  congressional  district.  The  Audubon  Area  Community  Serv- 
ices, whose  project  director  I  understand  came  to  visit  you  recently, 
has  a  non-Federal  match  for  their  Foster  Grandparent  component 
which  is  more  than  200  percent.  That  is  a  very  impressive  accom- 
plishment, and  in  recognition  of  it,  their  executive  director  was  in- 
vited last  year  to  the  Foster  Grandparent  Program  25th  anniversa- 
ry reception  at  the  White  House  hosted  by  Mrs.  Bush. 
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COST  OF  LIVING 

Mr.  Natcher.  If  Federal  funds,  Ms.  Kenny,  were  available,  what 
would  be  an  appropriate  cost  of  living  increase  for  projects  to  re- 
ceive? 

Ms.  Kenny.  Mr.  Chairman,  I  would  be  hesitant  about  applying 
an  across-the-board  average,  and  the  reason  I  say  that  is,  there  are 
varying  needs  in  varying  projects,  and  the  criteria  that  you  would 
apply  to  one,  you  wouldn't  apply  to  the  other. 

I  do  think  the  cost  of  living  is  a  major  consideration  to  keep  in 
mind  as  we  renew  our  projects,  and  in  that  context  for  the  last  two 
years  whenever  we  have  been  given  additional  new  annualized 
funds,  we  have  used  all  available  funds  after  applying  one-third  for 
programs  of  national  significance  as  legislatively  mandated,  for  ad- 
ministrative costs.  However,  as  far  as  the  level  of  it,  I  would  say  at 
this  point  I  really  don't  think  I  could  apply  a  set  percentage  that 
would  be  applicable  in  all  cases,  or  in  all  programs. 

OA  VP  ALLOCATION 

Mr.  Natcher.  What  are  the  under-funded  regions  in  the  Older 
American  Programs,  and  how  are  they  being  addressed,  Ms. 
Kenny? 

Ms.  Kenny.  I  can  provide  more  specific  information  for  the 
record  for  that,  but  I  would  say  generally,  the  under-funded  areas 
are  the  same  regions  where  the  1990  Census  data  are  showing  sig- 
nificant increases  in  population,  primarily  in  the  south  and  the 
west. 

[The  information  follows:] 

UNDER-FUNDED  REGIONS 

On  the  basis  of  1980  census  data,  the  southwest  and  southeast  regions  are  the 
most  under-funded  in  the  Foster  Grandparent  Program.  The  southeast  and  mid-At- 
lantic regions  are  the  most  underfunded  in  the  Retired  Senior  Volunteer  Program. 
The  southwest,  southeast,  and  mid-Atlantic  regions  are  the  most  underfunded  in  the 
Senior  Companion  Program. 

Concerning  how  these  under-funded  regions  are  being  addressed,  ACTION'S  policy 
is  not  to  reduce  resources  to  projects,  or  to  states,  based  on  changing  demographics. 
However,  if  new  monies  are  available  to  support  additional  volunteers  and/or 
projects,  the  needs  of  under-funded  states  received  priority  consideration,  consistent 
with  legislative  guidance. 

Mr.  Natcher.  How  will  the  new  census  data  affect  the  allocation 
of  volunteers  and  projects,  and  Ms.  Kenny,  when  will  the  adjust- 
ments be  made? 

Ms.  Kenny.  Our  guidance  on  this  has  been  that  we  are  waiting 
until  the  final  Census  data  is  available.  We  expect  that  data  will  be 
distributed  nationwide  in  July.  As  to  how  they  will  impact  on  our 
programs,  it  is  our  desire  that  existing  projects  not  be  negatively 
impacted  by  any  shift  in  population  or  resources. 

However,  given  the  nature  of  our  authorizing  legislation  that  re- 
quires us  to  allocate  our  resources  in  accordance  with  the  distribu- 
tion of  the  low  income  populations  of  the  country,  we  will  be  factor- 
ing that  in  as  we  distribute  any  new  annualized  funds  we  receive 
for  new  projects  throughout  our  programs. 
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DRUG  ALLIANCE  PROGRAM 

Mr.  Natcher.  How  successful  have  the  Drug  Alliance  grants 
been  in  meeting  their  objectives,  just  generally  now? 

Ms.  Kenny.  I  would  say  they  have  been  very  effective.  However, 
because  we  are  especially  sensitive  to  making  sure  we  are  meeting 
our  established  commitments  and  goals,  we  have,  awarded  an  eval- 
uation contract  to  assess  the  million  dollar  grant  we  have  awarded 
to  Volunteers  of  America.  The  purpose  of  that  is  to  determine  de- 
finitively what  is  working  and  what  is  not  working  in  order  to 
ensure  that  we  are  making  the  most  effective  use  of  our  funds. 

I  can  say  generally,  based  on  an  analysis  of  grants  awarded  in 
fiscal  year  1989  and  completed  in  fiscal  year  1990,  that  in  terms  of 
at  least  matching  funds,  they  have  exceeded  their  goals  by  more 
than  35  percent.  In  terms  of  recruiting  volunteers,  they  have  ex- 
ceeded their  goals  by  more  than  40  percent.  This  information  leads 
us  to  believe  that  drug  alliance  grantees  in  general  are  able  and 
likely  to  be  self-sufficient  by  the  time  they  complete  their  receipt  of 
Federal  funds  for  these  short-term  grants. 

Mr.  Natcher.  Do  most  of  the  drug  alliance  projects  continue 
beyond  the  one  year  of  Federal  grant  funding? 

Ms.  Kenny.  Based  on  our  analysis  of  the  information  we  have 
available,  we  believe  that  is  primarily  the  case,  but  we  do  not  have 
definitive  data  at  this  point  to  be  able  to  confirm  that  unequivocal- 

ly- 

STUDENT  COMMUNITY  SERVICE  PROGRAM 

Mr.  Natcher.  Explain,  if  you  will,  your  revised  grant  funding 
strategy  for  the  Student  Community  Service  Program,  and  the  ra- 
tionale for  the  change.  Just  generally,  what  would  you  say,  Ms. 
Kenny? 

Ms.  Kenny.  The  rationale  for  the  change  is  primarily  to  factor  in 
the  impact  of  inflation  on  salaries  and  expenses.  What  we  have 
done  is  to  increase  the  level  of  funding — over  a  three-year  period. 
Instead  of  it  being  $15,000  the  first  year,  $10,000  the  second,  and 
$5,000  the  third,  it  will  now  be  $20,000,  $15,000  and  $10,000  over  a 
three  year  period. 

Mr.  Natcher.  How  many  Student  Community  Service  projects 
have  continued  after  the  three  year  ACTION  funding  is  phased  out? 
Could  you  give  us  some  idea? 

Ms.  Kenny.  Based  on  an  evaluation  of  the  Student  Community 
Service  program  that  was  completed  last  year,  it  is  our  belief  that 
approximately  75  percent  of  the  current  projects  will  continue  after 
the  receipt  of  Federal  funds. 

PROGRAM  ADMINISTRATION 

Mr.  Natcher.  You  know,  last  year,  Congress  provided  12  percent 
increase  for  your  administrative  budget.  You  are  requesting  an  ad- 
ditional 7  percent  in  1992.  Why  do  you  have  to  have,  Ms.  Kenny, 
almost  a  20  percent  increase  over  the  two  year  period? 

Ms.  Kenny.  A  significant  part  of  the  increase  in  FY  92,  Mr. 
Chairman,  is  to  annualize  the  increases  you  approved  for  FY  91 
which  are  now  being  incrementally  implemented. 
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For  example,  the  13  additional  VISTA  recruitment  positions  that 
have  been  approved  by  Congress  are  now  just  about  to  be  rilled.  Al- 
though we  are  phasing  them  in  this  year,  next  year  we  will  be  ex- 
pected to  maintain  them  at  the  full  annualized  level. 

In  addition,  as  we  have  previously  discussed,  the  Agency's  desire 
to  significantly  increase  project  monitoring  trips  in  order  to  meet 
our  oversight  responsibility  necessitates  increased  travel  funds. 

In  addition,  we  have  also  had  to  significantly  increase  the  train- 
ing of  our  project  directors,  our  volunteers  and  our  staff.  One 
recent  example  of  that  is  the  national  Senior  Companion  Confer- 
ence that  we  recently  held  here  in  Washington,  DC. 

In  addition,  we  are  in  the  process  of  completing  a  three-year  up- 
grade of  our  automated  VISTA  Payroll  and  Personnel  System. 
That  will  considerably  improve  our  ability  not  only  to  monitor  the 
use  of  VISTA  program  funds,  but  also  to  respond  in  a  much  more 
timely  manner  to  our  VISTA  Volunteers,  who  are  in  fact  living  at 
the  poverty  level. 

For  all  of  these  reasons,  I  think  the  increase  is  essential.  It  will 
not,  in  fact,  reflect  an  increase  in  activities,  but  rather  an  increase 
in  the  cost  to  maintain  current  activities. 

Mr.  Natcher.  When  will  you  reach  the  statutory  cap  which 
limits  administrative  costs  to  20  percent  of  the  program  level? 

Ms.  Kenny.  It  will  not  be  in  1992;  that  will  only  be  18.8  percent 
of  our  budget  for  the  fiscal  year  1992.  I  cannot  forecast  at  this 
point  when  we  would  get  to  20  percent.  I  think  that  would  be  con- 
tingent upon  what  happened  in  the  program  activity  as  well. 

INSPECTOR  GENERAL 

Mr.  Natcher.  The  Inspector  General,  as  you  know,  is  shifting 
some  emphasis  onto  internal  performance  and  agency  operations. 
What  are  some  of  the  priority  areas  which  you  will  be  asking  the 
Inspector  General  to  examine? 

Ms.  Kenny.  I  would  say  one  of  the  primary  areas  we  are  now 
focusing  on  is  financial  management,  and  in  particular  the  imple- 
mentation of  the  new  OMB  Circular  133.  Both  of  these  would  be 
primary  areas  for  concern  for  the  Inspector  General  in  the  upcom- 
ing year. 

Mr.  Natcher.  We  want  to  thank  both  of  you  for  your  appearance 
on  your  budget  request  for  fiscal  year  1992.  This  has  been  a  good 
hearing. 

Ms.  Kenny.  Thank  you,  Mr.  Chairman. 
Mr.  Natcher.  Thank  you  very  much. 

[Questions  and  answers  for  the  record  and  the  justifications 
follow:] 
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REQUIREMENTS  OF  AUTHORIZING  LEGISLATION 

Mr.  Natcher:  Provide  a  chart  which  reflects  the  amount  and 

percentage  of  funding  increases  required  by  the 
individual  provisions  of  the  authorizing 
legislation  for  1990,  1991  and  1992. 

Ms.  Kenny:  The  chart  is  provided  below,  with  dollars  shown 

in  millions,  and  percents  shown  as  an  increase 
above  the  budget  for  that  program,  with  an 
agency  total.     Amounts  and  percentages  shown 
are  cumulative  and  are  above  1989  base  amounts. 

INCREASES  REQUIRED  BY  THE  DOMESTIC  VOLUNTEER  SERVICE  ACT 

Funding  Increases  ($  MIL.)  


1990                1991  1992 
Provision  S  %_        $  %_  $  % 

VISTA  1/ 

a.  Volunteer  service 

year  floor  $  1.8     7.3     $  3.9  15.9       $  6.2  25.3 

b.  Minimum  subsis- 

tence rate  $  1.8     7.3     $  3.7  15.1       $  5.3  21.6 

c.  Stipend  increase      $    4/    $0.6    2.4      $0.8  3.2 

d.  Minimum  amount  for 

recruitment  $     $  0.4    1.6      $  0.5  2.0 

Older  American  Vol. 
Programs 

a.  Stipend  increase  2/$     $4.0    3.5      $8.1  7.0 

Program  Administration 

a.  VISTA  recruit- 
ment 3/  $     $  0.6     2.4       $  0.8  3.2 

AGENCY  TOTAL  $  3.6     2.1     $13.2     7.7       $21.7  12.7 

1/  Includes  Literacy  Corps,  except  for  item  a. 

2/  This  provision  is  required  only  if  sufficient  funds 

are  available  to  maintain  the  same  number  of  projects  and 

volunteers  as  in  the  prior  year. 
3/  Reflects  staffing  proposal;  a  mandated  amount  was  not 

provided  in  the  authorizing  legislation. 
4/  Since  the  legislation  was  enacted  after  the  budget, 

the  increase  did  not  take  effect  until  FY  1991. 
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VISTA  VOLUNTEERS 


Mr.  Natcher:  Provide  a  chart  which  shows  the  distribution  of 

VISTA  volunteers  by  age  group  for  1989-1991. 

Ms.  Kenny:  The  information  is  as  follows: 

VISTA  Volunteers  by  Age  Group 

Age  Group      1989  1990  1991 


18-27 
28-34 
35-54 
Over  55 


18.5% 
16.8% 
42.8% 
21.9% 


19.4% 
18.0% 
40.7% 
21.9% 


19.2% 
17.6% 
42.1% 
21.1% 


COST  INFORMATION 


Mr.  Natcher:  Provide  a  chart  which  shows  the  average  cost  per 

volunteer  for  VISTA,  FG  and  SC  programs  for 
1989-1991. 


Ms .  Kenny : 


The  information  is  as  follows: 


Average  Cost  for  ACTION  Programs 

 Program  

Year  VISTA  FGP  SCP 


1989 
1990 
1991 


$  8,256 
8,917 
10,365 


$  2,973 
3,260 
3,437 


3,443 
3,438 
3,530 


Mr.  Natcher:  What  was  the  cost  of  the  VISTA  volunteer  health 

benefits  in  total  and  per  volunteer  for  1989- 
1991? 


Ms.  Kenny:  The  estimates  follow;  actual  amounts  may  vary  as 

Volunteers  have  up  to  three  years  to  submit 
claims.     Effective  February,  1991  a  $25 
deductible  for  certain  emergency  room  care  was 
introduced  to  control  costs. 


Health  Benefit  Costs  for  VISTA  Volunteers 


Fiscal  Estimated 

Year  Total  Costs  Cost  Per  VSY 

1989  $2,504,000  $  849 

1990  $3,255,000  $  1,038 

1991  $4,157,000  $  1,236 


OLDER  AMERICAN  VOLUNTEER  PROGRAMS 


Mr.  Natcher:  Provide  a  chart  on  National  Significance  grants 

which  shows  the  number  of  grants,  amount 
budgeted,  average  size,  and  number  of  volunteers 
in  1991  and  1992  for  each  OAVP. 


Ms .  Kenny : 


The  information  is  as  follows.     The  information 
is  identical  for  both  1991  and  1992,  as  the 
President's  Budget  for  FY  1992  proposes  to 
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continue  existing  grants.  The  level  shown  for 
1991  includes  both  new  and  continuation  grants 
first  awarded  during  FY  90. 

National  Significance  Grants,  1991  and  1992 

Budget  No.  of      Ave.  Vols/ 
Proa.   (S  000)  Grants    Grant  VSYs 


RSVP 

$855 

156 

$5,481 

4,845 

vols 

FGP 

$386 

27 

$14,315 

119 

VSYs 

SCP 

$704 

49 

$14,363 

226 

VSYs 

TOTAL  $1,945  232 


OLDER  AMERICAN  VOLUNTEER  PROGRAMS:      STIPEND  INCREASES 


Mr.  Natcher:  What  is  the  1991  wage  base  for  FGP  and  SCP 

against  which  stipend  increases  are  computed? 

Ms.  Kenny:  The  wage  base  for  FGP  is  $49.5  million;  for  SCP 

the  wage  base  is  $19.6  million. 

Mr.  Natcher:  Provide  the  following  incremental  amounts  above 

the  1991  base  related  to  FGP  and  SCP  stipends, 

a.  amount  included  in  the  budget  to 
fund  $2.40; 

b.  amount  to  fund  non-Action  volunteers 
at  $2.40; 

c.  amount  needed  to  fund  Action  only  at  $2.50; 
and 


d.  amount  to  fund  non-Action  volunteers 
at  $2.50. 

Ms.  Kenny:  The  incremental  amounts  are  as  follows.  For 

item  a,  the  amounts  included  in  the  budget  to 
fund  $2.40  for  ACTION  volunteers  only  are: 
FGP:  $956,300;  and  SCP:  $407,900.  These 
amounts  are  not  incremental,  as  they  are 
included  within  an  overall  level  budget  for 
these  programs.  However,  they  assume  that 
$670,700  in  FGP  and  $197,700  in  SCP  funds  will 
be  from  FY  91  unexpended  balances. 

For  item  b,  the  amounts  needed  to  fund  non- 
ACTION  volunteers  at  $2.40  are:     FGP:  $134,000; 
and  SCP:  $133,700. 

For  item  c,  the  amounts  needed  to  fund  ACTION 
volunteers  only  at  $2.50,  above  the  base  and 
assuming  the  aforementioned  unexpended  balances, 
are:     FGP:   $1,912,500;  and  SCP:  $815,900. 

For  item  d,  the  amounts  needed  to  fund  non- 
ACTION  volunteers  at  $2.50  are:     FGP:  $402,100, 
and  SCP:  $401,200. 
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Mr.  Natcher: 


Ms.  Kenny: 


Mr.  Natcher: 


Ms .  Kenny : 


When  were  1991  OAVP  stipend  increases  effec- 
tive, and  what  is  the  assumption  on  the  effec- 
tive date  of  the  stipend  increases  in  1992? 

The  1991  OAVP  stipend  increases  were  effective 
January  1,  1991.     The  FY  1992  budget  assumes 
that  the  stipend  increase  to  $2.40  will  be 
effective  October  1,  1991.     The  actual  date  of 
any  increase  will  be  after  the  date  of  enactment 
of  the  appropriations  bill  for  fiscal  year  1992.  i 

END- OF- YEAR  FUNDING 

How  much  end-of-year  funding  was  available  in 
1990,  and  how  were  these  funds  used  by  each 
program? 

Funds  were  allocated  as  follows: 


FGP 


Total  funds  available 


$  1,852,408 


Funds  allocated: 
Change  funding  cycle 

of  18  grants 
One-time  VSY  augments 

(24  VSYs) 
Vans  (14) 

Other  vol.  expenses 
Additional  costs  for 

ACTION  conferences 
Public  relations/PSA/new 

brochure/video  costs 
Program  recognition 

activities 
FY  91  regional  training 

conference  logistics 
Total  allocated 


$  1,390,298 


27.187 
$  1,852,408 


84,500 
262,900 
18,300 


31,550 


36,773 


900 


RSVP 


Total  Funds  available 


$  162,493 


Funds  allocated: 
Change  funding  cycle 

of  9  grants 
Purchase/match  7  vans 
Printing  of  Directory 
FY  91  Regional  Training 

Conference  Logistics 
Other 

Total  allocated 


$  57,040 
46,400 
13,155 


41,698 
4.200 
$  162,493 
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SCP 


Total  Funds  available 


$  3,463,346 


Funds  allocated: 
Change  funding  cycle 


of  8  grants 
Vans  (9) 

Other  Vol.  Expenses 
AoA  Agreement 
AoA  Evaluation 
VNAA  Public/Private 

Partnership 
Total  allocated 


$ 


975,717 
130,500 
24,832 
516,497 
300,000 


1,515.800 
$  3,463,346 


Mr.  Natcher: 
Ms.  Kenny: 


Mr.  Natcher: 
Ms .  Kenny : 

Mr.  Natcher: 
Ms .  Kenny : 


What  do  you  project  the  1991  end-of-year 
balances  to  be  and  how  are  these  amounts 
applied  in  the  1992  budget? 

We  currently  project  our  obligated  unexpended 
balances  in  the  three  Older  American  Volunteer 
programs  to  be  as  follows:     a.  RSVP  —  $91 
thousand;  b.  FGP  —  $937  thousand;  and 
c.  SCP  —  $990  thousand.     In  fiscal  year  1992, 
we  anticipate  funding  a  portion  of  the  stipend 
increase  in  the  Older  American  Volunteer 
programs  from  such  monies.     Specifically,  we 
plan  to  use  $670,600  in  the  FGP  program  and 
$197,700  in  the  SCP  program. 

INCREASE  FOR  PROGRAM  ADMINISTRATION 

Breakdown  the  $1,729,000  to  separately  identify: 

a.  annualization  of  1991  pay  costs, 

b.  1992  pay  raise/pay  reform  costs, 

c.  restoration  of  base  funding  for  unfunded 
positions  within  the  438  FTE  ceiling, 

d.  remaining  costs  such  as  within  grades, 
pr omot ions ,  awards . 

The  $1,729,000  breaks  down  as  follows: 

a.  annualization  of  1991  pay  costs  —  $264,000; 

b.  1992  pay  raise/pay  reform  costs  —  $570,000; 
and  (c)  restoration  of  base  funding  for  unfunded 
positions  —  $895,000.     For  the  remaining  costs 
(item  d),  including  within  grades  and  promotions, 
we  do  not  budget  for  these  items  separately  per 
instructions  in  OMB  Circular  A-ll.     Awards  are 
funded  at  the  same  level  as  the  prior  year. 

What  is  the  amount  of  the  1992  pay  costs  which 
are  absorbed  in  your  budget? 

For  program  administration,  the  amount  is  $668 
thousand.     For  the  Inspector  General,  the  amount 
is  $24  thousand. 
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RESEARCH  ACTIVITIES 

Mr.  Natcher:  What  research  projects  did  the  Office  of  Policy 

and  Research  complete  in  1990  and  what  is  their 
agenda  for  1991? 

Ms.  Kenny:  In  FY  1990,  the  Office  of  Policy,  Research  and 

Evaluation  completed  research  on  such  items  as 
an  evaluation  of  the  Student  Community  Service 
Program  and  evaluations  of  the  nine  regional 
training  conferences.     Other  projects  included 
evaluations  of  the  pre-service  orientation 
training  for  VISTA  Volunteers  and  surveys  of 
college  students  and  former  VISTA  Volunteers  to 
facilitate  the  development  of  a  marketing  and 
recruitment  plan  for  the  VISTA  program. 

In  FY  1991,  the  Office  will  complete  evalua- 
tions of  the  VISTA  Literacy  Corps,  the  Retired 
Senior  Volunteer  Program's  Alcohol  and  Drug 
Abuse  activities,  and  the  regional  training 
conferences.     The  FY  1991  agenda  also  includes 
initiation  of  evaluations  of  the  Foster 
Grandparent  and  VISTA  programs;  and  continua- 
tion of  previously  initiated  evaluations  of  the 
joint  efforts  of  the  Administration  on  Aging, 
Department  of  Health  and  Human  Services  and 
ACTION'S  Senior  Companion  Program,  Neighborhood- 
Based  Drug  Abuse  Prevention  efforts,  and  VISTA 
pre-service  orientations. 
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INTRODUCTION 


ACTION,  the  Federal  domestic  volunteer  agency,  was  established  in  1971.  The 
Agency's  mission  is  to  advocate,  promote,  and  support  the  voluntary  efforts 
of  citizens  and  public  and  private  organizations  in  solving  vital  problems 
confronting  the  poor,  the  disabled,  the  elderly,  and  youth  with  special  needs. 
The  volunteers  in  ACTION' s  programs  represent  the  broad  spectrum  of  American 
life. 

The  Director  discharges  management  responsibilities  through  the  Deputy 
Director  and  the  Associate  Directors  for  Domestic  and  Anti-Poverty  Operations, 
Management  and  Budget,  and  Policy,  Research,  and  Evaluation  with  the  assistance 
of  the  Inspector  General,  the  staff  offices  (Public  Affairs,  General  Counsel, 
Legislative  Affairs,  and  Equal  Opportunity),  and  the  Regional  Directors.  Day-to- 
day program  activity  is  managed  by  grantees  which  are  local  community  organiza- 
tions . 

In  FY  1992,  ACTION'S  program  activities  will  include  the  Volunteers  in  Service 
to  America  (VISTA),  VISTA  Literacy  Corps,  Student  Community  Service  Program, 
Older  American  Volunteer  Programs,  and  the  Special  Volunteer  Programs  which 
focus  on  drug  abuse  prevention.    These  programs  share  a  common  goal  of  institut- 
ing volunteer  service  as  an  effective  means  of  addressing  important  human  and 
social  problems. 

The  highlights  of  ACTION'S  FY  1992  plans  and  activities  are  as  follows: 

1.  The  Volunteers  in  Service  to  America  Program  will  provide  3,200  service 
years  directed  toward  helping  low-income  individuals  achieve  self-sufficiency 
by  focusing  efforts  on  the  problems  of  hunger,  homelessness ,  illiteracy, 
unemployment,  drug  and  alcohol  abuse,  domestic  violence  and  child  abuse, 

and  the  needs  of  low-income  seniors  and  the  handicapped. 

2.  The  VISTA  Literacy  Corps  will  provide  440  service  years  directed  toward 
reducing  the  incidence  of ' illiteracy  throughout  the  United  States. 

3.  The  Student  Community  Service  Program  will  award  58  grants  to  develop  new 
and  improved  volunteer  projects  for  students  enrolled  in  secondary,  post- 
secondary,  and  vocational  schools. 

4.  The  Special  Volunteer  Programs  will  award  52  grants  focusing  on  drug  abuse 
prevention. 

5.  Funding  requested  will  enable  the  Older  American  Volunteer  Programs  to 
continue  to  use  the  skills  and  talents  of  citizens  over  age  60  to  meet 
individual  and  community  needs.    The  Retired  Senior  Volunteer  Program  will 
have  an  estimated  418,400  volunteers  who  serve  in  courts,  schools,  museums, 
libraries,  hospices,  hospitals,  nursing  homes,  and  a  wide  range  of  other 
public  and  private  nonprofit  organizations.    The  Foster  Grandparent  Program 
volunteer  level  will  be  approximately  27,200  and  will  continue  the  program's 
emphasis  on  service  to  children  with  special  or  exceptional  needs,  including 
high  risk  of  drug  abuse.    Approximately  12,600  Senior  Companion  Program 
volunteers  will  be  involved  in  long-term  care  programs  and  support  systems 
for  the  frail  and  isolated  elderly,  including  continued  emphasis  on  in-home 
services. 
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OPERATING  EXPENSES ,  DOMESTIC  PROGRAMS 


FY  1992  APPROPRIATION  LANGUAGE 

For  expenses  necessary  for  ACTION  to  carry  out  the  provisions  of  the 
Domestic  Volunteer  Service  Act  of  1973,  as  amended,  [$196,015,000: 
Provided,  That  $31,035,000  shall  be  available  for  title  I,  section  102, 
and  $2,245,000  shall  be  available  for  title  I,  part  C]  $198,552,000. 
(Departments  of  Labor,  Health,  and  Human  Services,  and  Education,  and 
Related  Agencies  Appropriations  Act,  1991.)' 
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OPERATING  EXPENSES,  DOMESTIC  PROGRAMS 
GENERAL  STATEMENT 

The  FY  1992  appropriation  request  of  $198,552,000  for  ACTION  will  enable 

the  Agency  to  fulfill  its  responsibilities  under  the  Domestic  Volunteer  Service 

Act  of  1973,  as  amended. 

ACTION'S  mission  is  to  foster  and  expand  voluntary  citizen  service,  utilizing 
public  and  private  sector  resources  and  coordinating  its  efforts  with  other 
Federal  agencies.    Further,  ACTION  shall  utilize  to  the  fullest  advantage 
the  energy,  innovative  spirit,  experience,  and  skills  of  all  Americans  to 
serve  local  communities  and  the  nation  by  addressing  current  and  emerging 
needs  through  the  application  of  volunteer  service. 

In  FY  1992,  ACTION'S  program  activities  will  include  the  Volunteers  in  Service 
to  America  (VISTA),  VISTA  Literacy  Corps,  Student  Community  Service  Program, 
Special  Volunteer  Programs  including  the  ACTION  Drug  Alliance,  and  Older  American 
Volunteer  Programs.    Each  of  these  has  its  specific  purpose,  but  they  share  a 
common  goal  of  mobilizing  voluntary  citizen  service  to  address  and  ameliorate  the 
fundamental  and  pressing  problems  of  the  nation's  citizens,  especially  the  dis- 
advantaged . 

In  FY  1992,  the  Volunteers  in  Service  to  America  (VISTA)  program  will  continue 
to  supplement  efforts  by  local  communities  to  alleviate  poverty  by  enabling 
individuals  from  all  segments  of  our  society  to  perform  meaningful  and  construc- 
tive volunteer  service.    Efforts  will  be  directed  toward  alleviating  the  problems 
of  hunger,  homelessness,  illiteracy,  unemployment,  drug  and  alcohol  abuse, 
domestic  violence  and  child  abuse,  and  the  needs  of  low-income  seniors  and  the 
handicapped . 

The  VISTA  Literacy  Corps  will  continue  to  direct  its  efforts  toward  reducing 
the  incidence  of  illiteracy  throughout  the  United  States. 

The  Student  Community  Service  Program  is  ACTION'S  vehicle  for  encouraging 
student  involvement  in  community  service  focused  on  the  low-income  community, 
thereby  providing  a  two-way  benefit:    the  community  receives  additional  volunteer 
services  which  will  likely  continue  as  the  student  grows  into  adulthood,  and 
the  student  gains  a  sense  of  civic  pride  and  enhanced  self -worth.  Through 
Student  Community  Service  project  grants,  the  Agency  provides  funding  in  support 
of  volunteer  opportunities  for  students  in  community  service  activities  under 
the  aegis  of  public  or  private  nonprofit  organizations. 

The  ACTION  Drug  Alliance  will  develop  new  initiatives  emphasizing  the  Administra- 
tion's goals  of  illicit  drug  use  prevention  and  education,  and  award  grants 
focusing  on  illicit  drug  abuse  prevention  and  distribute  technical  assistance 
materials. 

The  primary  purpose  of  the  Older  American  Volunteer  Programs  is  to  provide 
opportunities  for  older  citizens  to  participate  in  volunteer  service  in  their 
communities  in  health,  education,  welfare,  and  related  settings.    For  FY  1992, 
Older  American  Volunteer  Programs  will  continue  to  use  the  skills  and  talents 
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GENERAL  STATEMENT  -  continued 


of  citizens  over  age  60  to  meet  community  needs.    The  Foster  Grandparent  Pro- 
gram will  focus  on  illicit  drug  abuse  prevention  and  service  to  children 
with  special  or  exceptional  needs,  including  youthful  offenders  and  abused 
or  neglected  childisn.    The  Senior  Companion  Program  volunteers  will  emphasize 
service  to  other  older  persons  with  special  needs,  helping  them  to  continue 
living  independently  and  deferring,  preventing,  or  reversing  institutionaliza- 
tion and  assisting  them  to  avoid  dependence  on  drugs  and  alcohol.  The 
Retired  Senior  Volunteer  Program  will  provide  services  In  the  areas  of 
health,  nutrition,  community  services,  shelter  and  food  programs  for  the 
homeless,  child  abuse  and  crime  prevention,  and  skill  training,  while  also 
continuing  to  move  into  activities  emphasizing  drug  abuse  prevention  and 
education,  increased  literacy,  and  services  to  youth  at  risk. 

Through  all  its  programs  ACTION  will  continue  to  encourage  the  increased 
participation  of  the  private  sector  in  volunteer  activities,  especially  in 
supplementing  Federal  funding  with  private  sector  support.    In  fiscal  year 
1990,  over  $75,000,000  In  non-Federal  funding  was  provided  to  ACTION'S 
Older  American  Volunteer  Programs,  which  represents  almost  a  9.5  percent 
increase  over  the  1989  contribution.    Student  Community  Service  projects 
throughout  the  nation  which  were  initially  funded  through  ACTION  grants  are 
now  operating  independent  of  Federal  funds. 

ACTION  seeks  to  continue  and  strengthen  the  efforts  of  citizen  volunteers 
serving  their  communities  and  their  nation.    The  Agency  desires  to  provide 
effective  support  and  direction  to  community-based  projects  and  to  do  so  in 
a  cost-effective,  productive,  and  efficient  manner.    It  is  the  volunteers 
whose  efforts  justify  the  investment  of  public  funds  we  are  requesting,  and 
it  is  ACTION'S  commitment  to  provide  them  with  the  necessary  resources  to 
succeed . 
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OPERATING  EXPENSES,  DOMESTIC  PROGRAMS 
AMOUNTS  AVAILABLE  FOR  OBLIGATION 

FY  1990  FY  1991                  FY  1992 

Appropriation  requested  [$170,417,000]  [$192,424,000]  $198,552,000 
Appropriation  (P.L.  101-166)  176,642,000 

Appropriation  (P.L.  101-517)  <■    196,015,000 

Department  of  Transportation  and 
Related  Agencies  Appropriations 
Act,  1990  (P.L.  101-164)  1,500,000 

Reduction  required  to  meet  Gramm- 
Rudman-Hol lings  deficit  reduction 

targets  (P.L.  99-177)                (      2,477,000)        (  4,723,000) 
Reimbursements  476,000  1,353,000   


Total  available  for  obligation      $176,141,000  $192,645,000  $198,552,000 
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OPERATING  EXPENSES,  DOMESTIC  PROGRAMS 
SUMMARY  OF  CHANGES 

FY  1991  Estimated  obligations    $191,292,000 

FY  1992  Request    $198,552,000 

Net  change   +$  7,260,000 

FY  1992 

FY  1991  Changes  from 

Estimate  FY  1991 

VISTA                                                                  $  30,287,000  +$  5,516,000 

Literacy  Corps    4,621,000  +  309,000 

Student  Community  Service   976,000   

ACTION  Drug  Alliance   2,191,000  -  740,000 

Retired  Senior  Volunteer  Program   33,425,000   

Foster  Grandparent  Program   62,946,000   

Senior  Companion  Program   27,569,000   

Inspector  General   976,000  +  41,000 

Program  Administration    28,301,000  +  2,134,000 

Total  net  change    +$  7,260,000 


Explanation  of  Changes 

VISTA  +$  5,516,000 

The  major  portion  of  the  increase  is  in  volunteer  support, 
attributable  to:    an  additional  278  volunteer  service  years; 
the  increase  in  the  subsistence  allowance  to  105  percent  of 
the  poverty  level ,  as  required  by  the  Domestic  Volunteer 
Service  Act  Amendments  of  1989;  increases  in  the  stipend, 
settling-in  and  mileage  allowances,  and  the  cost  of  health 
benefits;  and  full  implementation  of  the  recruitment  effort. 
Increased  reimbursement  to  the  Department  of  Labor  for  pay- 
ments made  to  VISTA  Volunteers  under  the  Federal  Employees 
Compensation  Act  (FECA)  accounts  for  $158,000  of  the  increase. 
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SUMMARY  OF  CHANGES  -  continued 


Literacy  Corps    +$  309,000 

The  major  portion  of  the  increase  is  in  volunteer  support, 
attributable  to:     the  increase  in  the  subsistence  allowance 
to  105  percent  of  the  poverty  level,  as  required  by  the  Domestic 
Volunteer  Service  Act  Amendments  of  1989;  increases  in  the 
stipend,  settling-in  and  mileage  allowances,  and  the  cost  of 
health  benefits;  and  full  implementation  of  the  recruitment 
effort. 

ACTION  Drug  Alliance   -$  740,000 

The  reduction  in  the  request  for  the  ACTION  Drug  Alliance 
reflects  the  increased  emphasis  in  ACTION'S  other  programs 
on  activities  in  drug  and  alcohol  abuse  prevention  and 
education. 

Inspector  General   +$  41,000 

Increases  in  salaries  and  expenses  for  the  Office  of  the 
Inspector  General  reflect  the  full-year  impact  of  the 
January  1991  pay  raises  (civilian  and  Senior  Executive 
Service)  for  12  full-time  equivalent  workyears  and  the 
effect  of  a  4.2  percent  FY  1992  civilian  payraise  for 
three-quarters  of  the  year.    Anticipated  reductions  in 
costs  for  audits  (due  to  the  impact  of  0MB  Circular  A-133) 
and  investigations  partially  offset  those  increases. 

Program  Administration    +$  2,134,000 

Changes  by  line  item  from  the  FY  1991  level  for  Program 
Administration  are  as  follows: 

Personnel  compensation    (+  1,729,000) 

The  increased  request  for  salaries  is  due  to  the  full-year 
impact  of  the  January  1991  pay  raises  (civilian,  Executive 
Level  and  Senior  Executive  Service,  and  locality),  the  effect 
of  a  4.2  percent  pay  raise  for  three-quarters  of  FY  1992,  and 
the  need  to  achieve  and  maintain  staffing  at  the  Agency's  438 
FTE  level  in  order  to  promote  effectiveness  and  innovation 
in  program  development  and  monitoring. 

Personnel  benefits    (+  375,000) 

The  increase  In  personnel  benefits  is  tied  to  the  increase 
in  personnel  compensation  as  well  as  to  the  increase  in  the 
number  of  employees  covered  by  the  Federal  Employees  Retire- 
ment System  (FERS).    In  addition,  payments  to  the  Department 
of  Labor  for  liabilities  under  the  Federal  Employees  Compen- 
sation Act  rose  by  $60,000  over  the  FY  1991  level. 
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SUMMARY  OF  CHANGES  -  continued 


Transportation  of  things   (-  9,000) 

The  anticipated  decrease  in  this  line  item  is  based  on  the 
assumption  that  the  relocation  of  staff  will  be  minimized 
as  critical  vacancies  are  filled. 


Rents,  communications,  and  utilities    (+  202,000) 

In  addition  to  the  increase  of  $153,000  in  rental  payments 
to  GSA,  cost  increases  are  anticipated  in  telecommunications 
costs,  as  well  as  in  postage  and  other  telephone  services. 

Printing  and  reproduction   (-  14,000) 

A  reduction  in  the  anticipated  number  of  ACTION  Orders  and 
policies  to  be  revised  in  FY  1992  will  result  in  a  decrease 
in  this  line  item. 

Other  services    (+  61,000) 

Increases  are  anticipated  in  costs  associated  with  main- 
tenance as  well  as  in  photographic  and  other  creative 
services. 


Supplies  and  materials   (-  110,000) 

The  decrease  results  from  certain  one-time  expenditures  for 
computer  equipment  in  fiscal  year  1991 . 

Equipment    (-  100,000) 

The  equipment  estimate  for  FY  1992  represents  a  reduction 
from  a  one-time  purchase  of  telephone  equipment  in  FY  1991. 
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OPERATING  EXPENSES,  DOMESTIC  PROGRAMS 
APPROPRIATION  HISTORY 


Fiscal 
Year 

DUQgCL  LiSLlDlaLc 

to  Congress 

Allowance 

Allowance 

Appropriation  a/ 

1972 

$  392,000 

$  392,000 

$  392,000 

$  79,136,000 

W 

1973 

98,425,000 

94,107,000 

94,107,000 

94,107,000 

1974 

93,298,000 

89,323,000 

92,399,000 

91,760,000 

1975 

102,344,000 

96,000,000 

100,000,000 

100,000,000 

1976  and  TQ 

101,574,000 

101,313,000 

105,623,000 

103,595,000 

1977 

93,902,000 

108,200,000 

108,200,000 

109,110,000 

1978 

116,860,000 

117,260,000 

118,660,000 

118,377,000 

1979 

130,986,000 

118,377,000 

118,377,000 

119,175,000 

1980 

168,099,000 

c/ 

c/ 

145  ,584  ,000 

1981 

169,154,000 

158,047,000 



153,090,000 

e/ 

1982 

145,325,000 

148,575,000 

134,277,000 

131,858,000 

±1 

1983 

117,721,000 

125,490,000 

129,073,000 

129,321 ,000 

f/ 

1984 

109,730,000 

&! 

140,061,000 

h/  135,590,000 

1/ 

1985 

120,217,000 

147,722,000 

150,284,000 

150,164,000 

1986 

147,550,000 

150,164,000 

152,164,000 

144  ,782,000 

1987 

149,865,000 

179,914,000 

174,496  ,000 

156,287,000 

1/ 

1988 

152,997,000 

162,191,000 

173,491,000 

162,903,000 

k/ 

1989 

165,991,000 

168,863  ,000 

171,897,000 

170,420,000 

1/ 

1990 

170,417,000 

m/ 

181,092,000 

175,665,000 

n/ 

1991 

192,424,000 

191,659,000 

200,136,000 

191,292,000 

o/ 

1992 

198,552,000 

£/    Includes  all  enacted  supplementals. 
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b/    ACTION  was  established  in  FY  1972.    Funding  for  the  domestic  volunteer 
programs  incorporated  into  ACTION  was  transferred  from  the  Office  of 
Economic  Opportunity,  the  Department  of  Health,  Education  and  Welfare, 
the  Small  Business  Administration,  and  the  Department  of  Housing  and 
Urban  Development.    These  transfers  amounted  to  $78,744,000.    In  addition, 
$392,000  was  directly  appropriated  to  ACTION  for  the  civilian  pay 
increase  effective  January  9,  1972. 

cl    Only  Older  American  Volunteer  Programs,  totaling  $83,317,000,  were 
considered  and  appropriated.    The  remaining  programs  were  not  acted 
upon. 

d/    Continuing  resolution  and  supplemental  appropriation. 
ej    Final  continuing  resolution  level. 

f/    Reflects  the  terms  of  the  Continuing  Resolution  (P.L.  97-377)  effective 
through  September  30,  1983. 

gl    Deferred  by  the  House  because  reauthorization  law  had  not  been  enacted  by 
the  time  the  appropriations  bill  was  brought  up  for  consideration. 

h/    Passed  by  the  Senate;  removed  in  conference  because  reauthorization  law 
had  not  been  enacted. 

if    Reflects  the  terms  of  the  Continuing  Resolution  (P.L.  98-151)  effective 
through  September  30,  1984. 

j/    Includes  $2,000,000  for  the  Literacy  Corps  and  $3,000,000  for  ACTION'S 
role  under  the  Drug-Free  America  Act. 

k/    Includes  the  effect  of  4.26  percent  reduction  resulting  from  Congres- 
ional-Executive  Office  of  the  President  agreement;  also  includes 
$2,872,000  for  the  Literacy  Corps  and  $1,570,000  for  ACTION'S  role  under 
the  Drug-Free  America  Act.    Also  includes  the  effect  of  $182,000  staff 
travel  reduction  required  by  Section  512  of  P.L.  100-202. 

II    Includes  the  1.2  percent  reduction  required  to  meet  budget  targets  of 
FY  1988-89  agreement  (P.L.  100-436,  Sec.  517);  also  includes  $2,000,000 
for  ACTION'S  role  under  the  Urgent  Supplemental  Appropriations  Act  of 
1989  (P.L.  100-393). 

m/    Consideration  of  ACTION'S  appropriation  request  was  deferred  in  the 
House  pending  passage  of  the  Domestic  Volunteer  Service  Act  Amendments 
of  1989. 

n/    Includes  the  1 .4  percent  reduction  required  to  meet  budget  targets  of 
Gramm-Rudman-Hollings  deficit  reduction  legislation  (P,L.  99-177);  also 
includes  $1,500,000  for  ACTION'S  drug  abuse  prevention  program  provided 
by  the  Department  of  Transportation  and  Related  Agencies  Appropriation 
Act  (P.L.  101-164). 

of    Includes  the  2.41  percent  reduction  required  to  meet  budget  targets  of 
Gramm-Rudmann-Hollings  deficit  reduction  legislation  (P.L.  99-177); 
earmarks  $31,035,000  for  VISTA  and  $2,245,000  for  drug  use  prevention 
programs. 
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OPERATING  EXPENSES,  DOMESTIC  PROGRAMS 
ACTION  ON  CONGRESSIONAL  RECOMMENDATIONS 
Senate  Report  101-516 


VISTA 

Recommendation 

This  funding  level  will  provide  for  3,000  service-years,  consistent  with 
the  administration  request,  as  well  as  the  floor  established  in  the 
authorizing  statute.    This  is  200  service-years  more  than  fiscal  year 
1990.    Increased  funds  will  also  be  used  to  provide  a  9.3-percent  Increase 
in  the  subsistence  allowance  for  each  VISTA  Volunteer,  as  well  as  to 
cover  increased  health  benefits  costs  for  volunteers. 

Action  Taken 

During  FY  1991,  based  upon  the  final  appropriation,  VISTA  expects  to  produce 
2,922  volunteer  service  years.    Funding  was  provided  and  used  to  implement 
an  average  increase  of  9.3  percent  for  subsistence  allowances  for  volunteers; 
however,  individual  allowances  reflected  cost-of-living  differences,  as 
required  by  the  Domestic  Volunteer  Service  Act.    Therefore,  the  increase  for 
each  volunteer  was  not  necessarily  9.3  percent.    Additional  monies  were 
allocated  for  health  benefit  costs  for  volunteers. 

Recommendation 

The  Committee  expects  ACTION  to  continue  to  recruit,  train,  and  place 
volunteers  throughout  the  fiscal  year,  and  notes  the  importance  of 
recruiting  recent  college  graduates  as  VISTA  volunteers. 

Action  Taken 

During  FY  1990,  the  following  numbers  of  training  entries  entered  the 
VISTA  program  during  quarters  1  through  4  respectively:    790,  670,  617, 
and  439. 

During  FY  1991,  training  entries  are  expected  to  be  placed  evenly  through- 
out the  year. 

The  number  of  recent  college  graduates  in  VISTA  increased  by  nearly  16% 
over  the  number  serving  at  the  end  of  FY  1989. 

Recommendation 

The  Committee  expects  ACTION  to  continue  its  efforts  to  publicize  the 
student  loan  deferment  opportunities  available  to  VISTA  volunteers  author- 
ized under  sections  428(b)(l)(M)  and  464(c)(2)(A)  of  the  Higher  Education 
Act  of  1965,  as  amended. 
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ACTION  ON  CONGRESSIONAL  RECOMMENDATIONS  -  continued 


The  Committee  further  expects  that  all  recruitment  materials  and  information 
provided  to  potential  VISTA  volunteers  will  publicize  the  availability  of 
these  loan  deferme.it  opportunities. 

Action  Taken 

The  publicizing  of  student  loan  deferment  opportunities  is  an  important  part 
of  ACTION'S  continuing  recruitment  efforts  directed  toward  recent  college 
graduates.    Information  about  these  opportunities  is  made  available  to 
potential  VISTA  Volunteers  who  are  or  soon  will  be  recent  college  graduates. 


VISTA  Literacy  Corps 
Recommendation 

The  level  of  funding  is  intended  to  support  575  service-years,  an  increase  of 
about  250  over  the  fiscal  year  1990  level.    As  in  the  case  of  the  regular 
VISTA  Program,  increased  funds  will  be  used  to  provide  a  9.3-percent  increase 
In  the  subsistence  allowance  for  the  volunteers  in  the  VISTA  Literacy  Corps. 

Action  Taken 

During  FY  1991,  based  upon  the  final  appropriation,  VISTA  expects  to  produce 
440  volunteer  service  years  under  Literacy  Corps.    Increased  funds  are  provided 
for  the  subsistence  increase  as  in  the  case  of  the  regular  VISTA  program. 


ACTION  DRUG  ALLIANCE 
Recommendation 

The  Committee  intends  that  these  funds  continue  to  be  used  to  mobilize  and 
initiate  private  sector  efforts  to  increase  voluntarism  in  preventing  drug 
abuse  through  public  awareness  and  education. 

Action  Taken 

All  available  funds  under  this  program  in  FY  1991  will  be  used  to  increase 
voluntarism  in  preventing  drug  abuse  through  public  awareness  and  education. 


OLDER  AMERICAN  VOLUNTEER  PROGRAMS 
Recommendation 

The  Committee  directs  ACTION  to  allocate  new  funds  in  such  a  way  as  to 
provide  ?>at  all  regions  and  states  receive  an  equitable  share  and  that 
local  situations  and  community  needs  within  each  state  receive  equitable 
consideration  for  funding. 
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ACTION  ON  CONGRESSIONAL  RECOMMENDATIONS  -  continued 


Action  Taken 

Funds  for  administrative  cost  increases  will  be  available  to  all  ACTION- 
funded  Retired  Senior  Volunteer  Program  (RSVP)  projects  to  provide  a 
4.17-percent  increase  to  each  project.    For  RSVP  programs  of  national 
significance,  each  state  will  receive  a  minimum  of  $5,000  (one  grant). 
The  balance  of  funds  allocated  for  this  purpose  are  targeted  to  the  ACTION 
regional  offices  according  to  the  program' s  resource  allocation  formula, 
which  is  based  on  the  over-60  population  with  a  minimum  established  for 
each  political  jurisdiction  (state,  territory,  etc.)  within  the  region. 

In  FY  1991 ,  new  Foster  Grandparent  Program  (FGP)  funds  will  be  allocated 
to  regions  consistent  with  Congressional  guidance  as  follows: 

-  funds  for  programs  of  national  significance  will  be  allocated 
in  equal  shares  to  each  region; 

-  funds  for  administrative  cost  increases  will  be  allocated 
to  each  region  based  on  the  region's  share  of  the  program's 
total  annualized  funding  level; 

-  funds  for  stipend  increases  will  be  allocated  on  the  basis 
of  the  total  number  of  volunteer  service  years  (VSY's)  in 
each  region. 

New  Senior  Companion  Program  (SCP)  funds  will  be  allocated  to  regions 
consistent  with  Congressional  guidance  as  follows: 

-  at  least  one  grant  will  be  awarded  to  each  region  for 
programs  of  national  significance.    Each  grant  will  be 
a  minimum  of  $10,000  and  a  maximum  of  $20,000; 

-  funds  for  administrative  cost  increases  will  be  allocated 
to  each  region  based  on  the  regional  share  of  the  program' s 
total  annualized  funding  level. 

-  funds  for  stipend  increases  will  be  allocated  on  the  basis 
of  the  total  number  of  volunteer  service  years  (VSY's)  in 
each  region. 


FOSTER  GRANDPARENT  PROGRAM 
Recommendation 

The  funding  level  provided  includes  $3,200,000  to  cover  stipend  increases 
for  both  ACTION-supported  and  non-ACTION-supported  volunteers,  so  that  all 
volunteers  may  benefit  by  this  Increase.    In  addition,  $1,000,000  is  provided 
for  cost-of-living  adjustments  for  existing  projects,  and  $1,200,000  is  pro- 
vided for  national  significance  grants. 
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ACTION  ON  CONGRESSIONAL  RECOMMENDATIONS  -  continued 


Action  Taken 

The  stipend  increase  was  effective  January  1,  1991.    Funding  to  implement 
the  Increase  will  be  awarded  for  all  ACTION-funded  volunteers.  Non- 
ACTION-funded  projects  will  be  awarded  a  one-time  supplement  to  cover  the 
increase  for  their  volunteers  for  up  to  12  months,  as  needed. 

A  total  of  $154,500  and  $308,900  of  the  new  FY  1991  funds  was  allocated 
to  further  implement  Sections  225  (Programs  of  National  Significance)  and 
226  (Adjustments  to  Federal  Financial  Assistance),  respectively,  of  the 
Domestic  Volunteer  Service  Act  Amendments  of  1989. 


SENIOR  COMPANION  PROGRAM 
Recommendation 

Sufficient  funds  are  provided  to  cover  stipend  increases  for  both  ACTI0N- 
supported  volunteers  and  non-ACTION-supported  volunteers,  so  that  all  volun- 
teers may  benefit  by  this  increase.    The  remaining  increases  are  provided 
for  cost-of-living  increases  and  national  significance  grants. 

Action  Taken 

ACTION  will  use  the  increased  funds  provided  first  to  fund  stipend 
increases  for  ACTION-funded  and  non-ACTION-f unded  volunteers.  Remaining 
monies  will  be  allocated  for  cost-of-living  increases  and  programs  of 
national  significance. 


RETIRED  SENIOR  VOLUNTEER  PROGRAM 
Recommendation 

The  Committee  expects  that  $1,500,000  of  the  increase  will  be  used  to  provide 
cost-of-living  adjustments  to  existing  grantees,  and  $2,000,000  will  be  used 
for  national  significance  grants. 

Action  Taken 

The  final  FY  1991  appropriation  is  an  increase  of  $1,956,000  over  the  FY 
1990  level.    In  accord  with  the  1989  Amendments  to  the  Domestic  Volunteer 
Service  Act,  one-third  ($655,000)  will  be  used  for  programs  of  national 
significance.    The  balance  of  the  increase,  $1,301,000,  will  be  made  avail- 
able for  a  4.17-percent  administrative  cost  increase  to  all  ACTION-funded 
projects. 
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CONGRESSIONAL  RECOMMENDATIONS  -  continued 


PROGRAM  SUPPORT 
Recommendation 

This  increase  is  to  enable  ACTION  to  meet  critical  staffing  needs  not  being 
filled  in  1990  that  are  necessary  for  effective  program  administration,  as 
well  as  7  new  positions,  which  when  combined  with  unfilled  positions  currently 
authorized,  will  provide  for  13  full-time  equivalent  positions  for  the  expanded 
recruitment  effort  for  VISTA  volunteers. 

Action  Taken 

The  Agency's  hiring  plan  for  fiscal  year  1991,  which  is  currently  being 
implemented,  includes  a  total  of  13  positions  for  the  expanded  recruitment 
effort  for  VISTA  Volunteers.    The  final  allocation  of  funds  for  program 
administration  was  less  than  the  amount  included  in  the  Senate  report,  and  as 
a  result  the  Agency  will  be  unable  to  meet  all  critical  staffing  needs  which 
were  not  filled  in  1990. 

Recommendat  ion 

The  Committee  expects  the  Director  to  give  the  highest  priority  in  allocating 
staffing  resources  to  vacancies  in  states  and  regional  offices. 

Action  Taken 

The  Agency  continues  to  Implement  the  policy  of  filling  critical  positions 
in  state  and  regional  offices.    During  the  period  from  October  1989  through 
December  1990,  the  number  of  filled  permanent  positions  in  headquarters 
declined  by  14,  while  the  number  of  filled  permanent  positions  in  regional 
and  state  offices  increased  by  3. 

Recommendation 

The  increase  in  funds  will  also  support  critical  requirements  for  additional 
travel  related  to  program  expansion  and  volunteer  training,  further  automation 
of  ACTION' 8  operations,  and  inflationary  cost  increases. 

Action  Taken 

The  Agency's  1991  operating  budget  includes  significant  increases  for 
travel,  particularly  at  the  regional  and  state  levels,  to  support  certain 
program  expansion  and  regional  training  for  new  VISTA  Volunteers.  Other 
items  being  supported  in  fiscal  year  1991  include  automation  equipment, 
mostly  in  the  form  of  microcomputers  and  related  peripherals,  as  well  as 
certain  inflationary  Increases  for  items  such  as  building  rents. 
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ACTION  ON  CONGRESSIONAL  RECOMMENDATIONS  -  continued 


House  Report  101-591 


VISTA 

Recommendation 

The  Committee  has  Included  funding  to  support  an  additional  100  volunteers 
over  1990,  for  a  total  1991  level  of  2,900  volunteer  service  years.  The 
Committee  intends  this  service  year  level  to  be  a  ceiling  for  1991,  and 
funds  should  not  be  reprogrammed  from  within  VISTA  or  other  Title  I  programs 
in  order  to  increase  the  service  years  above  this  level.    The  Committee 
believes  that  more  moderate  expansion  will  allow  ACTION  to  focus  on  improving 
the  recruitment  and  training  of  volunteers,  and  enhancing  the  overall  quality 
of  the  VISTA  program. 

Action  Taken 

During  FY  1991,  based  upon  the  final  appropriation,  VISTA  expects  to  produce 
2,922  volunteer  service  years.    As  directed,  ACTION  is  focusing  significant 
efforts  on  improving  the  recruitment  and  training  of  volunteers  in  fiscal 
year  1991  ,  including  standardizing  and  expanding  pre-service  orientation 
training  for  new  volunteers. 


OLDER  AMERICAN  VOLUNTEER  PROGRAMS 
Recommendation 

This  level  of  funding  is  intended  to  provide  one-third  of  all  projects  with 
a  national  significance  grant  of  approximately  $10,000  for  stipended  programs 
and  $5,000  for  non-stipended  programs. 

Action  Taken 

In  RSVP,  with  available  1991  funds,  for  programs  of  national  significance, 
we  will  support  39  continuation  grants  and  approximately  131  new  grants,  for 
a  total  of  170.    In  total,  approximately  22.7  percent  of  RSVP  projects  will 
receive  these  grants. 

In  FGP,  with  available  1991  funds,  for  programs  of  national  significance, 
we  will  support  18  continuation  grants  and  approximately  9  new  grants,  for 
a  total  of  27.    In  total,  approximately  10.3  percent  of  FGP  projects  will 
receive  these  grants. 

In  SCP,  with  available  1991  funds,  for  programs  of  national  significance, 
we  will  support  37  continuation  grants  and  approximately  15  new  grants,  for 
a  total  of  52.    In  total,  approximately  36. A  percent  of  SCP  projects  will 
receive  these  grants. 
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ACTION  ON  CONGRESSIONAL  RECOMMENDATIONS  -  continued 


Recommendation 

The  Committee  has  also  included  funding  to  provide  all  projects  with  a  5% 
cost-of-living  adjustment,  and  increase  stipends  from  $2.10  to  $2.35  per 
hour  for  both  ACTION  and  non-ACTION-funded  volunteers  in  the  stipended 
programs. 

Action  Taken 

The  stipend  rate  for  volunteers  was  increased  to  $2.35  per  hour  effective 
January  1,  1991.    Non-ACTION-funded  projects  will  be  awarded  a  one-time 
supplement  of  up  to  12  months  to  cover  the  increase  for  these  volunteers  as 
needed. 

In  RSVP  two-thirds  of  the  increased  appropriation  ($1,301,000)  is  available 
to  provide  a  4.17-percent  cost-of-living  increase  for  ACTION-funded  projects. 
In  FGP  a  total  of  $308,000  is  available  to  provide  a  cost-of-living  adjust- 
ment for  all  ACTION-funded  projects.    In  SCP  a  sum  of  $367,400  is  available 
to  provide  an  annualized  across-the-board  cost-of-living  adjustment  to  all 
all  ACTION-funded  projects. 

The  1989  amendments  stipulate  that  one-third  of  any  increased  appropriation 
must  be  allocated  for  programs  of  national  significance. 


PROGRAM  SUPPORT 
Re  commend  at  i  on 

This  level  of  funding  will  support  439  full-time  equivalent  prositions,  an 
increase  of  15  FTE  over  the  comparable  1990  level  which  will  allow  ACTION 
to  enhance  its  recruitment  efforts  and  restore  base  funding  for  positions 
which  are  currently  vacant  due  to  lack  of  funding. 

Action  Taken 

ACTION  is  using  program  administration  monies  provided  in  1991  to  increase 
staffing  levels  above  the  1990  level.    The  number  of  full-time  equivalent 
positions  for  the  Agency  in  fiscal  year  1991,  including  the  Office  of  the 
Inspector  General,  is  450.    Available  funds,  and  the  timing  of  recruitment 
efforts,  may  result  in  the  actual  full-time  equivalent  level  being  less 
than  450  in  fiscal  year  1991. 
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OPERATING  EXPENSES,  DOMESTIC  PROGRAMS 
VOLUNTEER  SERVICE  YEARS  FUNDED  a/ 

FY  1990           FY  1991  FY  1992 
 Actual  Estimate  Estimate 


Stlpended  Volunteer  Programs; 


Volunteers  in  Service  to  America 

9  BOA 

9   Q9  9 

J  ,  C\J\> 

Literacy  Corps 

329 

440 

440 

Foster  Grandparent  Program 

18,275 

18,315 

18,315 

Senior  Companion  Program 

7,760 

7,810 

7,810 

Total 

29,170 

29,487 

29,765 

TOTAL 

VOLUNTEERS  b/ 

FY  1990 

FY  1991 

FY  1992 

Actual 

Estimate 

Estimate 

Stlpended  Volunteer  Programs; 

Volunteers  in  Service  to  America 

3,802 

3,958 

4,335 

Literacy  Corps 

445 

596 

596 

Foster  Grandparent  Program 
Senior  Companion  Program 

27 , 100 

27,200 

27,200 

12,500 

12,600 

12,600 

Non-Stipended  Volunteer  Programs: 

c/ 

15,500 

Student  Community  Service  Program 

17,000 

11,150 

Retired  Senior  Volunteer  Program 

413,700 

418,100 

418,400 

Total 

474,547 

477,954 

474,281 

c/ 


a/    These  figures  represent  Federally-funded  volunteer  service  years  only. 

b/  These  figures  represent  the  total  number  of  both  Federally  and  non-Fede rally- 
funded  volunteers  participating  in  the  program  during  the  fiscal  year. 

cj  Decrease  from  FY  1990  reflects  change  in  grant  policy  to  increase  the  size  of 
the  awards  under  this  program. 
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PROGRAMMATIC  AND  ADMINISTRATIVE  IMPROVEMENTS 


Programmatic  improvements  grow  out  of  the  Agency's  stated  goals  to  "develop  and 
sustain  standards  of  excellence  in  existing  programs" ,  "enhance  systems  for  vol- 
unteer recruitment,  training,  and  placement",  and  "enhance  and  enrich  the  quality 
of  life  of  ACTION  volunteers."    The  goal  of  improvements  in  administrative  and 
financial  support  activities  is  to  increase  the  effectiveness,  efficiency,  and 
timeliness  with  which  services  are  delivered  to  programs  and  offices. 

Programmatic  and  administrative  accomplishments  in  FY  1990  included: 

o    Program  Activities 

1.  VISTA  recruitment  and  public  awareness  activities  during  the  year  included 
various  25th  anniversary  celebrations  which  concluded  with  an  event  hosted 
by  President  and  Mrs.  Bush  at  the  White  House. 

2.  The  Agency  awarded  a  market  research  contract  to:     (1)  conduct  a  survey  of 
potential  and  existing  volunteers;  (2)  develop  a  marketing  plan  or  strategy 
targeted  especially  to  raise  public  awareness  of  VISTA  and  increase  recruit- 
ment within  the  college  community;  and  (3)  evaluate  the  effectiveness  of 
the  marketing  plan. 

3.  A  four-day  standardized  pre-service  orientation  curriculum  for  all  new 
VISTA  trainees  was  developed  to  provide  all  volunteers  with  the  generic 
skills  needed  to  perform  their  assignments. 

4.  The  Student  Community  Service  Program  awarded  five  demonstration  grants  to 
enhance  student  volunteer  activities: 

0    Campus  Compact  (augmentation)  -  to  establish  a  National  Technical 
Assistance  Center  for  Community  College  Programs  and  develop  a 
resource  manual  for  community  colleges  to  increase  volunteer  parti- 
cipation among  students  at  two-year  post-secondary  schools; 

0    North  Carolina  A&T  University  -  to  expand  involvement  in  volunteer 
activities  of  students  with  health-related  majors; 

°    The  Natural  Guard  -  to  establish  a  program  for  low-income  youth 
to  participate  in  service  on  environmental  projects; 

0    National  Council  on  Crime  and  Delinquency  -  to  encourage  criminal 
justice  majors  to  become  involved  in  community  service  through 
mentoring  low-income  youth  who  are  in  the  juvenile  justice  system; 

°    St.  John's  University  -  the  expansion  of  an  "experience  college" 
that  acquaints  economically  and  educationally  disadvantaged 
elementary  school  students  with  higher  education. 
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PROGRAMMATIC  AND  ADMINISTRATIVE  IMPROVEMENTS  -  continued 


5.  In  partnership  with  the  Girl  Scouts  of  America,  initiatives  were  estab- 
lished in  two  public  housing  communities  and  a  low-income  rural  area  to 
provide  illicit  drug  use  prevention  activities  during  after-school,  week- 
end, and  summertime  periods. 

6.  The  Foster  Grandparent  Program  celebrated  its  25th  anniversary  in 

FY  1990.    Commemorative  events  were  held  in  nearly  every  state  across 
the  Nation,  culminating  in  a  spring  White  House  reception  sponsored  by 
Mrs.  Bush  for  a  cross  section  of  Foster  Grandparent  volunteers.  Nearly 
8.5  million  viewers  nationwide  saw  the  satellite  feed  of  videotaped 
portions  of  the  White  House  ceremonies. 

7.  The  FY  1990  appropriation  for  the  Foster  Grandparent  Program  provided  an 
increase  of  $695,000  to  address  programs  of  national  significance  and  to 
partially  alleviate  the  impact  of  consumer  price  increases  on  project 
administrative  costs.    The  Agency  directed  two-thirds  of  the  increase 
toward  the  administrative  cost  increases  and  the  remaining  one-third 
toward  the  funding  of  an  additional  75  VSY's  in  18  selected  projects 

in  the  nine  ACTION  regions. 

8.  The  FY  1990  appropriation  for  the  Retired  Senior  Volunteer  Program  pro- 
vided an  increase  of  $625,000  to  address  programs  of  national  significance 
and  to  partially  alleviate  the  impact  of  inflation  on  project  administra- 
tive costs.    The  Agency  directed  two-thirds  of  the  increase  toward  the 
administrative  cost  increases.    Forty-two  percent  of  all  RSVP  projects 
(318)  received  administrative  cost  increases  averaging  $1,305.  The 
remaining  one-third  of  the  increase  was  directed  toward  the  funding  of 

39  selected  projects  supporting  an  additional  1,295  volunteers  in 
all  nine  ACTION  regions. 

9.  ACTION  and  the  Administration  on  Aging  initiated  a  jointly-funded, 
three-year  program  effort  to  demonstrate  innovative  approaches  to  gain 
private  sector  support  that  would  expand  the  number  of  Senior  Companions 
providing  in-home  services  to  vulnerable  older  persons. 

10.  ACTION  and  the  Visiting  Nurse  Associations  of  America  (VNAA)  established 
a  three-year  public/private  partnership  program  designed  to  increase  the 
number  of  Senior  Companions  who  assist  the  home bound  elderly  nation- 
wide. 

11.  The  FY  1990  appropriation  for  the  Senior  Companion  Program  provided  an 
increase  of  $1,557,000  to  address  programs  of  national  significance 

and  to  partially  alleviate  the  impact  of  inflation  on  project  administrat 
costs.    The  Agency  directed  two-thirds  of  the  increase  toward  the  adminis- 
trative cost  increases  and  the  remaining  one-third  toward  the  funding  of 
37  selected  projects  in  all  nine  ACTION  regions. 
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PROGRAMMATIC  AND  ADMINISTRATIVE  IMPROVEMENTS  -  continued 


o    Management  and  Administration 

1.  Regional  management  reviews  were  conducted  in  two  regions  to  provide  on- 
site  performance  assessments  and  technical  assistance. 

2.  A  new  subsistence  rate  system  was  developed  for  VISTA  volunteers  to  take 
account  of  cost  of  living  differences  as  required  by  the  Domestic  Volun- 
teer Service  Act  Amendments  of  1989. 

3.  Project  monitoring  activities  in  regional  offices  were  reviewed. 

4.  The  Agency  training  budget  for  staff  was  increased  to  upgrade  overall 
staff  capabilities;  the  awards  budget  was  increased  and  awards  were 
linked  to  performance;  decision-making  authority  for  the  performance 
management  system  (PMS) ,  awards,  and  employee  training  was  decentralized. 

5.  The  Agency  developed  and  implemented  procedures  for  governmentwide 
requirements  for  the  new  lobbying  restrictions. 

6.  Audit  follow-up  procedures  and  systems  were  implemented  to  strengthen 
the  Agency's  overall  compliance  with  applicable  guidance  and  regulations. 
In  FY  1991,  the  Agency  reduced  the  number  of  audits  where  management 
decisions  exceeded  180  days  from  27  to  2,  and  the  number  where  final 
action  exceeded  365  days  by  37  percent. 

7.  ACTION  computerized  the  personal  property  inventory  for  headquarters  and 
made  it  possible  for  regional  offices  to  input  their  property  inventories 
directly  to  the  mainframe  computer. 

8.  Procedures  were  implemented  for  the  Agency's  participation  in  the  Diner's 
Card  Program  and  the  use  of  a  Travel  Management  Center. 

9.  The  Office  of  Policy,  Research  and  Evaluation  completed  an  evaluation  of 
the  Student  Community  Service  program  and  initiated  such  evaluations  as: 
RSVP  program  activities  in  alcohol  and  drug  abuse,  the  SCP/AOA  Joint 
Initiative,  and  VISTA  Literacy  Corps. 

10.  The  Office  of  Policy,  Research  and  Evaluation  carried  out  evaluations  of 
the  nine  Regional  Training  Conferences. 

11.  The  Associate  Director,  Office  of  Management  and  Budget,  issued  a  policy 
statement  against  sexual  harassment.    Training  was  conducted  for  all 
ACTION  staff  and  all  grantee  project  directors  on  sexual  harassment. 
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PROGRAMMATIC  AND  ADMINISTRATIVE  IMPROVEMENTS  -  continued 


12.  ACTION  developed  "Handicap  Accessibility:    A  Self -Evaluation  Guidebook 
for  ACTION  and  its  Grantees."    All  grantee  project  directors  and  all 
senior  ACTION  field  staff  received  training  on  handicap  accessibility. 
Preliminary  self -evaluations  were  conducted  by  most  of  ACTION'S  sixty 
offices  to  determine  if  physical  barriers  exist  which  could  prevent 
individuals  with  disabilities  from  participating  in  Agency  programs 
conducted  in  those  facilities.    In  addition,  self-evaluations  of  Agency 
programs  were  also  conducted  to  determine  if  any  practices,  policies  or 
requirements,  or  lack  of  such,  have  the  effect  of  excluding  or  preventing 
the  participation  of  individuals  with  disabilities. 

13.  A  TDD  (telephonic  communication  device  for  the  deaf)  was  installed  at 
headquarters.    Many  of  ACTION'S  most-used  brochures  are  now  available  on 
audio-cassette . 

o  Automation 

1.  An  interagency  agreement  with  the  General  Services  Administration  was 
implemented  to  develop  functional  requirements  for  the  complete  redesign 
of  the  VISTA  Payroll/Personnel/Project  Data  Systems. 

2.  ADP  security  awareness  training  for  Agency  headquarters  and  field  staff 
was  conducted. 

3.  The  use  of  personal  computers  was  expanded  in  headquarters  and  regional 
offices. 


Planned  accomplishments  for  FY  1991  include: 
o    Program  Activities 

1.  In  FY  1991,  VISTA  and  VISTA  Literacy  Corps  public  awareness  funds  will 
be  expended  with  special  emphasis  given  to  the  recruitment  of  recent 
college  graduates. 

2.  A  national  recruitment  and  communications  plan  based  on  the  recommend- 
ations of  the  marketing  study  will  be  initiated. 

3.  Twelve  full-time  staff  will  be  hired  to  work  exclusively  on  the  recruit- 
ment and  placement  of  VISTA  Volunteers,  and  automated  systems  will  be 
developed  to  manage  the  recruitment  and  placement  process. 

A.    An  average  9.4-percent  increase  in  the  VISTA  subsistence  allowance 
increase  was  implemented  in  December  1990  which  will  bring  the  nation 
wide  average  subsistence  rate  to  105  percent  of  the  poverty  index  for 
a  single  individual.    The  monthly  stipend  was  raised  from  $75  to  $90  per 
month. 
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PROGRAMMATIC  AND  ADMINISTRATIVE  IMPROVEMENTS  -  continued 


5.  ACTION- funded  Foster  Grandparent  and  Senior  Companion  volunteers  will 
receive  a  15-cent  increase  in  their  hourly  stipend,  raising  the  stipend 
from  $2.20  to  $2.35  per  hour  in  all  ACTION-f unded  projects.    Both  ACTION 
and  non-ACTION-f unded  projects  received  funding  for  as  much  as  12  months 
of  stipend  increase  for  their  non-ACTION  volunteers. 

6.  The  FY  1991  appropriation  includes  increases  of  $463,400  in  the  Foster 
Grandparent  Program  (FGP),  $1,956,000  in  the  Retired  Senior  Volunteer 
Program  (RSVP),  and  $551,200  in  the  Senior  Companion  Program  (SCP)  to 
address  programs  of  national  significance  and  to  partially  alleviate  the 
impact  of  inflation  on  project  administrative  costs.    The  Agency  will 
direct  two-thirds  of  the  increase  toward  the  administrative  cost  increases 
and  the  remaining  one-third  toward  the  funding  of  programs  of  national 
significance  for  selected  projects  in  all  nine  ACTION  regions. 

7.  State  conferences  exclusively  designed  for  Foster  Grandparent  Program 
project  staff  will  be  conducted  in  all  nine  ACTION  regions. 

8.  A  national  conference  for  Senior  Companion  Program  Project  Directors 
will  take  place  in  Washington,  DC,  in  April  1991. 

o    Management  and  Administration 

1.  In  FY  1991,  the  Public  Affairs  Office  will  manage  two  phases  of  the 
VISTA  research/marketing  contract. 

2.  A  revised  system  of  internal  controls  under  the  Federal  Financial  Manage- 
ment Integrity  Act  will  be  designed  and  implemented  throughout  the 
Agency . 

3.  The  comprehensive  review  of  internal  directives  will  continue  with 
approximately  70  ACTION  directives  to  be  written,  revised,  or  rescinded. 

4.  The  Agency's  records  schedule  will  be  updated,  a  comprehensive  records 
disposition  campaign  will  be  completed,  and  an  agency-wide  filing  plan 
will  be  implemented. 

5.  The  Office  of  Policy,  Research,  and  Evaluation  will  complete  evaluations 
in  RSVP  alcohol  and  drug  abuse  program  activities,  VISTA  Literacy  Corps, 
and  the  SCP  Alzheimers  Training  Manual.    In  addition,  an  evaluation  of 
the  new  standard  VISTA  Pre-Service  Orientation  curriculum  will  be  under- 
taken, and  evaluations  of  the  SCP  Project  Directors'  Conference  and 
Regional  Training  Conferences  will  be  conducted.    Major  program  evalua- 
tions of  VISTA  and  FGP  will  be  initiated. 

6.  FGP  and  SCP  sponsors  will  conduct  handicap  accessibility  self-evalua- 
tions of  their  projects. 
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PROGRAMMATIC  AND  ADMINISTRATIVE  IMPROVEMENTS  -  continued 


7.  All  sponsors  will  be  advised  in  FY  1991  what  constitutes  an  adequate  civil 
rights  policy  statement,  and  the  adequacy  of  all  policy  statements  will 

be  monitored  as  of  July  1,  1991. 

8.  ACTION  will  conduct  three  management  reviews  of  regional  operations.  In 
addition,  reviews  will  be  conducted  on  project  monitoring  activities  for 
all  regional  offices. 

9.  The  health  contract  providing  coverage  for  VISTA  Volunteers  will  be 
reviewed  and,  when  necessary,  changes  will  be  implemented  to  improve  cost- 
effectiveness. 

10.  ACTION  will  implement  the  use  of  the  government  wide  commercial  credit 
card  and  automate  the  small  purchases  function, 

11.  The  Agency  will  develop  implementation  procedures  for  0MB  Circular  128 
(audit  for  state  and  local  governments)  and  0MB  Circular  133  (audit  for 
nonprofit  and  educational  institutions). 

12.  Employee  recognition  and  training  programs  will  be  expanded  to  recognize 
and  further  encourage  exceptional  performance,  achievement,  and  service. 

13.  The  Agency's  drug  free  workplace  policy,  which  was  approved  in  early 
FY  1991,  will  be  implemented. 

o  Automation 

1.  The  Agency  will  consolidate  time-sharing  services. 

2.  The  redesign  and  programming  of  the  VISTA  Payroll/Personnel/Project  Data 
Systems  will  be  completed. 

3.  A  phased  program  for  the  replacement  of  headquarters  word  processors  with 
personal  computers  will  begin. 


Planned  accomplishments  in  FY  1992  Include: 
o    Program  Activities 

1.  VISTA  Volunteers  will  receive  a  7.7  percent  increase  in  their  subsistence 
rate,  which  will  enable  them  to  live  at  the  economic  level  of  the  low- 
income  people  whom  they  serve.    In  addition,  the  stipend  accrued  for 
payment  at  the  end  of  service  will  be  increased  from  $90  to  $95  per 
month. 

2.  Increased  VISTA  recruitment  and  public  awareness  activities  will  be 
continued,  with  targeted  recruitment  campaigns  on  college  campuses  in 
accordance  with  the  marketing  plan.    The  plan  will  be  evaluated  to  deter- 
mine its  effectiveness. 
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PROGRAMMATIC  AND  ADMINISTRATIVE  IMPROVMENTS  -  continued 


3.    All  ACTION-f unded  Foster  Grandparent  and  Senior  Companion  volunteers 
will  receive  a  5-cent  increase  in  their  hourly  stipend,  raising  the 
stipend  from  $2.35  to  $2.40. 

o    Management  and  Administration 

1.  Automation  of  internal  personnel  management  information  processing 
system  will  begin. 

2.  Regional  management  reviews  and  project  monitoring  reviews  of  field 
activities  will  be  conducted. 

3.  The  comprehensive  review  of  internal  directives  will  continue  with 
approximately  25  ACTION  directives  to  be  written,  revised,  or  rescinded. 

4.  Program  evaluations  will  be  completed  of  the  Volunteers  of  America 
Drug-free  Neighborhood  Demonstration  grant,  the  Foster  Grandparent 
Program,  and  VISTA. 

5.  RSVP  sponsors  will  conduct  handicap  accessibility  self-evaluations  of 
their  projects. 

o  Automation 

The  new  VISTA  Payroll/Personnel/Project  Data  System  will  be  put  into 
operation  through  the  interagency  agreement  with  the  General  Services 
Administration. 
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Budget  Activity  1 
VOLUNTEERS  IN  SERVICE  TO  AMERICA 


FY  1990  FY  1991  FY  1992  Increase/ 

Actual  Estimate         Estimate  Decrease 


(1)  Volunteers  in  Service 

to  America 

(VISTA)                  $25,021,000  $30,287,000    $35,803,000  +$  5,516,000 

(2)  Literacy  Corps  3,048,000  4,621,000  4,930,000  +  309,000 
Student  Community 

Service  Program                   889,000  976,000           976,000   ■ — • 


Total  obligations  $28,958,000      $35,884,000    $41,709,000    +$  5,825,000 


General  Statement 


The  Volunteers  in  Service  to  America  (VISTA),  VISTA  Literacy  Corps,  and  Student 
Community  Service  Programs  are  authorized  by  Parts  A  and  B  of  Title  I  of  the 
Domestic  Volunteer  Service  Act  of  1973,  as  amended,  which  expires  on  Septem- 
ber 30,  1993.     The  mission  of  the  VISTA  program  is  to  supplement  efforts  to 
alleviate  poverty  in  the  United  States  by  enabling  people  from  all  walks  of 
life  to  perform  meaningful  and  constructive  volunteer  service.    Since  the 
program's  inception,  approximately  100,000  VISTA  Volunteers  have  aided  in 
the  solution  of  poverty-related  problems,  in  part  by  generating  a  commitment 
of  private  sector  resources  and  encouraging  part-time  volunteer  service  in  the 
community  to  assist  in  the  VISTA  efforts. 

The  purpose  of  the  VISTA  Literacy  Corps  is  to  develop,  strengthen,  supplement, 
and  expand  the  efforts  of  public  and  private  nonprofit  organizations  at  the 
local,  state,  and  Federal  levels  to  overcome  the  problems  of  illiteracy. 

The  purpose  of  the  Student  Community  Service  Program  is  to  link  the  needs  of 
the  poor  with  students'  interest  in  community  service.    The  Student  Community 
Service  projects  involve  student  volunteers  in  part-time,  non-stipended  activi- 
ties designed  to  benefit  low-income  communities.    These  projects  encourage 
students  to  undertake  volunteer  service  in  their  communities,  enhancing  the 
educational  value  of  the  service  experience  through  participation  in  activities 
which  address  poverty-related  problems. 
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Budget  Activity  1A(1) 
VOLUNTEERS  IN  SERVICE  TO  AMERICA  (VISTA) 


FY  1990  FY  1991  FY  1992  Increase/ 

Actual  Estimate  Estimate  Decrease 


Program  Data; 

Volunteer  service  years  2,806  2,922  3,200  +  278 

Training  entries  2,449  2,107  2,800  +  693 
Obligations: 

Grant-supported 

volunteers  $      698,000        $    $  1,010,000  +$  1,010,000 

Volunteer  support  22,886,000  27,481,000  31,442,000  +  3,961,000 

Project  support  770,000  828,000  900,000  +  72,000 
Training  and  technical 

assistance  667,000  1,484,000  1,734,000  +  250,000 

Recruitment    454,000  537,000  +  83,000 

Evaluation   —  40,000  180,000  +  140,000 

Total  obligations  $25,021,000  $30,287,000  $35,803,000  +$  5,516,000 


General  Statement 


VISTA  Volunteers  serve  full  time  for  one  year,  without  regard  to  regular  work- 
ing hours,  living  at  the  same  subsistence  level  as  the  low-income  people  they 
are  serving.    They  are  assigned  to  a  variety  of  public  and  private  nonprofit 
organizations  throughout  the  nation.    These  organizations  serve  as  VISTA  project 
sponsors,  directing  the  volunteers'  activities  and  including  the  local  community 
in  the  planning  and  operation  of  projects. 

VISTA's  primary  objective  —  helping  low-income  individuals  achieve  self- 
sufficiency  —  remains  the  cornerstone  of  the  program.    VISTA  creates  working 
relationships  among  the  sponsor,  the  community,  and  the  private  sector  in  order 
to  enhance  the  long-term  impact  of  VISTA  projects.    VISTA  Volunteers  assist  the 
poor  in  establishing  methods  for  meeting  their  most  basic  human  needs  —  methods 
which  can  be  replicated  by  others  confronted  with  similar  problems.  VISTA's 
programming  efforts  focus  on  the  problems  of  hunger,  homelessness,  illiteracy, 
unemployment,  drug  and  alcohol  abuse,  domestic  violence  and  child  abuse,  and 
the  needs  of  low-income  seniors,  the  handicapped,  migrant  farm  workers,  and 
Native  Americans. 

All  volunteers  are  recruited  for  the  skills,  experience,  and  commitment  they 
bring  to  the  project.    Volunteers  come  from  all  walks  of  life,  all  geographical 
areas,  all  economic  levels,  and  all  age  groups.    Twenty-two  percent  of  all  volun- 
teers are  55  years  of  age  or  older,  and  nearly  20  percent  are  between  the  ages  of 
18  and  27.    The  median  age  of  the  volunteers  is  36,  and  nearly  12  percent  of  the 
volunteers  are  recent  college  graduates. 
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Budget  Activity  1A(1):    VOLUNTEERS  IN  SERVICE  TO  AMERICA  (VISTA)  -  continued 


Planned  Accomplishments  for  FY  1991;    During  fiscal  year  1991,  VISTA  will 
produce  2,922  volunteer  service  years  on  approximately  650  projects  throughout 
the  nation,  with  more  than  half  of  the  program  resources  focused  on  the  problems 
of  hunger,  homelessness ,  illiteracy,  drug  abuse,  unemployment,  and  poor 
health  conditions.    All  VISTA  projects  will  assist  in  institutionalizing  the 
volunteers'  activities  through  generation  of  private  sector  financial  and 
material  support  and  recruitment  of  part-time  local  volunteers.  Standardized 
four-day  regional  pre-service  orientations  will  be  implemented  for  all  new 
VISTA  trainees.    The  design  of  a  new  VISTA  program  evaluation  will  be  completed 
in  FY  1991.    An  average  9.3  percent  increase  in  the  volunteer  subsistence 
allowance  will  be  implemented  to  bring  the  nationwide  average  subsistence  rate 
to  105  percent  of  the  poverty  index  for  a  single  individual,  as  required  by 
the  Domestic  Volunteer  Service  Act  Amendments  of  1989.    The  monthly  stipend 
will  be  increased  from  $75  to  $90  per  month. 

Objectives  for  FY  1992:    During  FY  1992,  VISTA  will  produce  3,200  volunteer 
service  years  on  more  than  700  projects  focusing  again  on  the  functional  areas 
highlighted  in  the  program's  authorizing  legislation.    These  efforts  will 
include  creation  of  opportunities  for  job  placement  and  job  development, 
expansion  of  community-based  health  care  activities  in  low-income  and  medically 
underserved  areas,  and  support  of  short-term  shelter  and  transitional  or 
permanent  housing  for  low- income  families  and  homeless  individuals.    A  VISTA 
program  evaluation  will  be  implemented.    Volunteer  subsistence  allowance  will 
increase  to  an  average  of  105  percent  of  the  expected  poverty  index  for  a 
single  individual  and  the  stipend  will  increase  from  $90  to  $95  per  month. 


Budget  Justification 

The  total  VISTA  budget  request  for  FY  1992  is  $35,803,000,  which  is  an  increase 
of  $5,516,000  above  the  FY  1991  level.    The  increase  will  provide  for  the 
support  of  3,200  volunteer  service  years.    It  will  also  support  a  7.7  percent 
increase  in  the  subsistence  allowance  over  the  1991  level  to  achieve  an  average 
of  105  percent  of  the  poverty  rate  for  a  single  individual.    A  total  of  $537,000, 
or  1.5  percent  of  the  budget,  will  be  provided  for  recruitment  and  public  aware- 
ness activities. 

Grant-supported  volunteers  $  1,010,000 

Volunteers  supported  by  grants  will  generate  100  volunteer  service  years  (VSY's) 
in  FY  1992. 


Volunteer  support  $31,442,000 

The  FY  1992  request  for  volunteer  support  is  $31,442,000,  which  will  provide 
volunteers  with  an  average  7.7  percent  increase  in  the  monthly  subsistence 
allowance  (effective  mid-December  1991)  to  bring  the  nationwide  average 
subsistence  rate  to  105  percent  of  the  expected  poverty  index  for  a  single 
individual.    The  funding  request  will  also  support  an  increase  from  $90  to 
$95  per  month  in  the  stipend  accrued  for  payment  at  the  end  of  service,  an 
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Budget  Activity  1A(1):    VOLUNTEERS  IN  SERVICE  TO  AMERICA  (VISTA)  -  continued 


anticipated  increase  in  the  cost  of  VISTA  Volunteer  health  benefits  of  A. 8 
percent,  and  full-year  implementation  of  an  increase  in  volunteer  settling-in 
allowances  for  those  who  relocate  in  order  to  serve.    VISTA  Volunteers  are 
regarded  as  Federal  employees  for  coverage  under  the  Federal  Tort  Claims  and 
Federal  Employment  Compensation  Acts. 


Project  support  $  900,000 

The  FY  1992  request  for  project  support  is  $900,000,  which  will  provide  limited 
funding  for  volunteer  supervision  and  job-related  transportation.    VISTA  pro- 
vides a  share  of  these  costs  for  local  sponsoring  organizations  which  could 
not  otherwise  afford  to  provide  such  support.    The  increase  in  funds  over  the 
FY  1991  level  will  raise  volunteer  on-the-job  mileage  reimbursement  from 
17  cents  to  21  cents  per  mile. 


Training  and  technical  assistance  $  1,734,000 

Funds  in  this  category  cover  volunteer  support  during  training,  facilities, 
supplies,  materials,  and  travel  and  fees  for  training  consultants.  Funds 
will  also  be  used  to  provide  training  to  VESTA  supervisors.    The  increase 
in  funds  requested  over  the  FY  1991  level  will  cover  additional  training 
entries;  all  trainees  will  receive  the  standard  four-day  regional  pre-service 
orientation  first  implemented  in  FY  1991 . 


Recruitment  $  537,000 

To  support  recruitment  and  public  awareness  activities,  funds  in  this  category 
equal  1.5  percent  of  the  total  budget  request,  which  represents  the  level  of 
expenditure  required  by  legislation.    These  expenditures  will  cover  the  imple- 
mentation of  the  VISTA  marketing  plan  adopted  in  FY  1991.    The  plan  will  include 
efforts  directed  toward  increasing  general  awareness  of  the  VISTA  program  as 
well  as  specific  activities  to  attract  recent  college  graduates  into  the  program. 
An  evaluation  of  the  effectiveness  of  these  efforts  is  an  integral  part  of  the 
plan. 


Evaluation  $  180,000 

In  FY  1992,  $180,000  will  be  used  to  implement  a  VISTA  program  evaluation 
which  will  assess  VISTA' s  achievement  of  stated  goals  and  the  program's  impact 
on  the  communities  in  which  the  Volunteers  serve.    The  study  will  review  cost 
effectiveness  and  the  efficiency  of  the  structures  and  mechanisms  for  delivery 
of  services. 
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Budget  Activity  1A(2) 
LITERACY  CORPS 


FY  1990 
Actual 


FY  1991 
Estimate 


FY  1992 
Estimate 


Increase/ 
Decrease 


Program  Data: 

Volunteer  service  years 
Training  entries 


329 
288 


Obligations: 

Grant-supported 

volunteers  $  190,000 

Volunteer  support  2,511,000 

Project  support  105,000 
Training  and  technical 

assistance  69,000 

Recruitment   

Evaluation  173,000 


440 
413 


;  433,000 
3,751,000 
112,000 

252,000 
69,000 
4.000 


440 
413 


$  404,000 
4,091,000 
116,000 

245,000 
74,000 


29,000 
340,000 
4,000 

7,000 
5,000 
4.000 


Total  obligations 


$3,048,000 


$4,621,000       $4,930,000     +$  309,000 


General  Statement 

The  VISTA  Literacy  Corps  is  authorized  under  Title  I,  Part  A,  Section  109  of  the 
Domestic  Volunteer  Service  Act  of  1973,  as  amended,  which  extends  through  Septem- 
ber 30,  1993.    The  purpose  of  the  VISTA  Literacy  Corps  is  to  develop,  strengthen, 
supplement,  and  expand  the  efforts  of  public  and  private  nonprofit  organizations 
at  the  local,  state,  and  Federal  levels  to  overcome  the  problems  of  illiteracy. 
VISTA  Literacy  Corps  Volunteers  play  an  integral  role  in  mobilizing  private  sector 
support,  financial,  and  volunteer  resources  in  combating  illiteracy  throughout  the 
country.    In  addition,  VISTA  Literacy  Corps  Volunteers  encourage  development  of 
comprehensive  statewide  approaches  for  addressing  the  problem  of  illiteracy. 
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Budget  Activity  1A(2):    LITERACY  CORPS  -  continued 


Planned  Accomplishments  for  FY  1991;    During  FY  1991,  the  VISTA  Literacy  Corps 
will  produce  approximately  440  volunteer  service  years  on  nearly  100  projects 
throughout  the  country.    Special  emphasis  will  be  placed  on  assigning  volunteers 
to  areas  with  the  highest  concentrations  of  illiteracy  and  of  low-income 
individuals  and  families.    Volunteers  will  mobilize  private-sector  support  and 
part-time  volunteers  in  their  efforts  to  combat  illiteracy  in  areas  of  greatest 
need.    The  results  of  the  Literacy  Corps  program  evaluation  being  conducted  in 
FY  1991  will  be  analyzed  to  determine  if  programmatic  or  management  adjustments 
within  the  program  would  be  appropriate. 

Objectives  for  FY  1992:  During  FY  1992,  the  VISTA  Literacy  Corps  will  produce 
440  volunteer  service  years  on  nearly  100  projects  to  support  literacy  efforts 
across  the  United  States. 


Budget  Justification 

The  total  budget  request  for  VISTA  Literacy  Corps  is  $4,930,000,  an  increase 
of  $309,000  above  the  FY  1991  level.    The  increase  will  provide  for  the 
support  of  440  volunteer  service  years  in  an  effort  to  reduce  the  incidence 
of  illiteracy.    It  will  also  support  the  same  increases  in  volunteer  support 
and  training  as  are  requested  for  VISTA. 

Grant-supported  volunteers  $  404,000 

Volunteers  supported  by  grants  will  generate  40  volunteer  service  years  (VSY's) 
in  FY  1992. 

Volunteer  support  $  4,091,000 

The  FY  1991  request  for  volunteer  support  is  $4,091,000,  which  will  provide 
volunteers  with  an  average  7.7  percent  increase  in  the  monthly  subsistence 
allowance  (effective  mid-December  1991)  to  bring  the  nationwide  average  sub- 
sistence rate  to  105  percent  of  the  expected  poverty  index  for  a  single 
individual.    The  funding  request  will  also  support  an  increase  in  the  stipend 
accrued  for  payment  at  the  end  of  service  from  $90  to  $95  per  month,  an  anti- 
cipated increase  of  4.8  percent  in  the  cost  of  VISTA  Literacy  Corps  Volunteer 
health  benefits,  and  full-year  implementation  of  an  increase  in  volunteer 
settling-in  allowances  for  those  who  relocate  in  order  to  serve.  VISTA 
Literacy  Corps  Volunteers  are  regarded  as  Federal  employees  for  coverage  by  the 
Federal  Tort  Claims  Act  and  Federal  Employee  Compensation  Act. 

Project  support  $  116,000 

The  FY  1992  request  for  project  support  is  $116,000  which  will  provide  limited 
funding  for  volunteer  supervision  and  job-related  transportation.    VISTA  Literacy 
Corps  provides  a  share  of  these  costs  for  local  sponsoring  organizations  which 
could  not  otherwise  afford  to  provide  such  support.    The  increase  in  funds  over 
the  FY  1991  level  will  raise  volunteer  on-the-job  mileage  reimbursement  from  17 
cents  to  21  cents  per  mile. 
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Budget  Activity  1A(2):    LITERACY  CORPS  -  continued 


Training  and  technical  assistance  $  245,000 

Funds  in  this  category  cover  volunteer  support  during  training,  facilities, 
supplies,  materials,  and  travel  and  fees  for  training  consultants.  Funds 
will  also  be  used  to  provide  training  to  VISTA  Literacy  Corps  supervisors. 
All  volunteers  will  receive  the  standard  four-day  regional  pre-service 
orientation  first  implemented  in  FY  1991 . 

Recruitment  $  74,000 

To  support  recruitment  and  public  awareness  activities,  funds  in  this  category 
equal  1.5  percent  of  the  total  budget  request,  which  represents  the  level  of 
expenditure  required  by  legislation.    Funds  will  be  expended  on  recruitment 
activities  as  described  in  the  regular  VISTA  program. 

Evaluation  $   


No  funds  are  being  requested  for  evaluation  of  the  VISTA  Literacy  Corps  in 
FY  1992. 
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Budget  Activity  IB 
STUDENT  COMMUNITY  SERVICE  PROGRAM 


FY  1990  FY  1991  FY  1992  Increase/ 
 Actual  Estimate  Estimate  Decrease 

Program  Data; 

Total  volunteers  17,000  15,500  11,150  -  4,350 

Number  of  grants  76  74  58  -  16 

Continuing  72  34  40  +  6 

New    40  18  -  22 

Demonstration  4       

Obligations: 

Grants  $    852,000  $    970,000  $    960,000  -$  10,000 

Evaluation  8,000       

Other  costs  29,000  6,000  16,000  +  10,000 

Total  obligations  $    889,000  $    976,000  $    976,000  $   


General  Statement 

Today  more  than  three-quarters  of  a  million  American  high  school,  vocational, 
and  college  students  are  involved  in  community  service  programs  dealing  with 
the  problems  of  the  poor,  such  as  hunger,  homelessness,  illiteracy,  and  un- 
employment.   Students  serve  in  a  range  of  non-stipended  volunteer  roles,  such 
as  companions  to  the  elderly,  counselors  to  their  peers  on  drug  prevention 
matters,  organizers  of  home  repair  projects,  and  tutors  in  educational  programs. 

ACTION'S  Student  Community  Service  projects  are  designed  to  support  efforts 
linking  the  resources  of  student  volunteers  with  those  of  the  community  in 
resolving  human  and  social  problems,  emphasizing  those  that  are  poverty-related. 
ACTION'S  mission  is  to  increase  the  number  of  student  volunteer  programs  by 
funding  Student  Community  Service  project  grants.    Through  such  grants,  the 
Agency  gives  seed  money  to  organizations  that  develop  projects  which  involve 
secondary,  vocational,  and  postsecondary  student  volunteers  in  part-time, 
non-stipended  activities  designed  to  benefit  low-income  communities.  This 
strategy  enables  communities  to  reap  immediate  benefits  from  students  who 
serve  while  in  school,  and  long-term  benefits  as  students  leave  school  and 
continue  to  involve  themselves  in  community  affairs. 
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Budget  Activity  IB:     STUDENT  COMMUNITY  SERVICE  PROGRAMS  -  continued 


Planned  Accomplishments  in  FY  1991;    During  FY  1991,  Student  Community 
Service  (SCS)  will  fund  about  74  new  and  renewal  project  grants  to 
establish  or  enhance  student  volunteer  programs  which  focus  on  the  needs 
of  the  local  low-income  communities. 

Objectives  for  FY  1992:    SCS  will  fund  approximately  58  project  grants. 
Students  will  undertake  volunteer  service  In  such  a  way  as  to  enhance  the 
educational  value  of  the  service  experience,  through  participation  in  activities 
that  strengthen  and  supplement  efforts  to  eliminate  and  alleviate  poverty  and 
poverty-related  problems.    In  addition,  four  of  the  one-time  demonstration 
grants  funded  In  FY  1990  will  be  completed.    These  grants  support  model 
programs  that  can  be  replicated. 


Budget  Justification 

In  FY  1992,  ACTION  is  requesting  $976,000  for  its  Student  Community  Service 
Program  to  support  project  grants  to  encourage  student  participation  in 
volunteer  activities  to  meet  the  needs  of  local  low-income  communities. 

Grants  $  960,000 

ACTION  will  award  approximately  58  grants  to  public  agencies  and  private, 
nonprofit  organizations  to  foster  Student  Community  Service  opportunities. 
Project  grants  are  awarded  for  a  12-month  period;  second-  or  third-year 
reduced  funding  may  be  sought  by  grantees.    The  grantee  is  required  to 
contribute  a  local  share. 

Evaluation  $   


No  funds  are  being  requested  for  evaluation  of  the  Student  Community  Service 
Program  in  FY  1992. 

Other  costs  $  16.00( 


Funds  will  be  expended  to  provide  public  awareness  materials  for  the  SCS 
program  for  use  by  ACTION  and  ACTION-funded  projects  to  promote  student 
volunteer  service. 


42 


74 

Budget  Activity  2 
SPECIAL  VOLUNTEER  PROGRAMS 


FY  1990 
Actual 

FY  1991 
Estimate 

FY  1992 
Estimate 

Increase/ 
Decrease 

A.    ACTION  Drug  Alliance  $ 

1,314,000 

$  2,191,000 

$ 

1,451,000 

-$  740,000 

B.     Supplemental  Drug  Abuse 
Prevention  Program 

1,331,000 

Total  obligations  $ 

2,645,000 

$  2,191,000 

$ 

1,451,000 

-$  740,000 

General  Statement 

The  Special  Volunteer  Programs  are  authorized  by  Title  I,  Part  C  of  the  Domestic 
Volunteer  Service  Act  of  1973,  as  amended,  which  extends  through  September  30, 
1993.    These  programs  are  designed  to  mobilize  citizens  for  voluntary  action  to 
change  the  conditions  that  deny  fulfillment  of  human  potential  and  to  demonstrate 
and  replicate  innovative  volunteer  efforts. 

In  fiscal  years  1991  and  1992  ACTION'S  Special  Volunteer  Programs  will  be 
concentrated  in  the  areas  of  illicit  drug  use  prevention  and  education. 

Originally  funded  by  the  Omnibus  Drug  Supplemental  Appropriations  Act  of  1987, 
the  ACTION  Drug  Alliance  represents  the  Administration's  commitment  to  a  drug- 
free  America,  working  toward  that  goal  through  community  education,  corporate  and 
other  private  sector  involvement,  and  grant  awards  for  local  volunteer  activities. 

In  FY  1990,  $1,331,000  in  additional  funding  for  drug  abuse  prevention  activities 
was  made  available  to  the  Agency  by  the  Byrd  Amendment  to  the  Department  of 
Transportation  and  Related  Agencies  Appropriation  Act.     (In  addition,  $148,000 
was  made  available  under  this  Act  for  program  administration;  see  Activity  5.) 
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Budget  Activity  2A 
ACTION  DRUG  ALLIANCE 


FY  1990         FY  1991  FY  1992  Increase/ 

Actual  Estimate         Estimate  Decrease 


Program  Data; 

Number  of  grants  52  86  52  -  34 
Obligations; 

Grants  $  1,313,000  $  2,183,000  $  1,448,000  -$  735,000 

Other  program  costs  1,000  3,000  3,000   

Evaluation      5,000     5,000 

Total  obligations  $  1,314,000  $  2,191,000  $  1,451,000  -$  740,000 


General  Statement 

Originally  funded  by  the  Omnibus  Drug  Supplemental  Appropriations  Act  of  1987, 
the  ACTION  Drug  Alliance  represents  the  Administration's  commitment  to  a  drug- 
free  America.    This  program  supplements  ongoing  illicit  drug  use  prevention 
efforts  funded  under  ACTION'S  other  statutory  programs.    The  Drug  Alliance 
program  supports  efforts  toward  a  drug-free  America  through  community  education, 
corporate  and  other  private  sector  involvement,  and  grant  awards  for  local 
volunteer  activities. 

The  Drug  Alliance  is  committed  to  preventing  illicit  drug  use  before  a  young 
person  begins  experimenting.    The  program's  policy  is  to  encourage  the  "no  use" 
concept  in  the  fight  against  drug  abuse. 

The  Drug  Alliance  grant  funding  strengthens  and  expands  local  volunteer  activities 
through  support  of  community  coalitions.    It  seeks  private  sector  partnerships 
to  ensure  the  continuation  of  projects  beyond  Federal  funding.    The  Drug 
Alliance's  comprehensive  strategy  includes  public  awareness  and  education, 
technical  assistance,  and  intergenerational  activities  focusing  on  at-risk  youth. 
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Budget  Activity  2A:    ACTION  DRUG  ALLIANCE  -  continued 


Planned  Accomplishments  in  FY  1991;    The  ACTION  Drug  Alliance  will  expand 
drug  prevention  and  education  efforts  by  awarding  approximately  86  grants  to 
involve  volunteers  at  the  local  level  in  providing  illicit  drug  use  prevention 
activity  for  high-risk  youth.    Public-private  partnerships  for  drug  prevention 
will  be  emphasized  and  technical  assistance  will  be  provided  to  individuals  and 
organizations  (including  all  Drug  Alliance  grantees)  concerning  the  role  of 
voluntarism  in  illicit  drug  use  prevention  efforts. 

Objectives  for  FY  1992:    The  Drug  Alliance  plans  to  award  52  grants  to 
support  innovative  public/private  sector  initiatives  to  involve  volunteers  in 
delivering  illicit  drug  use  prevention  information  and  activity  to  at-risk  youth 
and  to  provide  on-going  technical  assistance  to  individuals  and  organizations  at 
the  national,  state,  and  local  levels. 


Budget  Justification 

For  FY  1992,  ACTION  is  requesting  $1,451,000  for  the  Drug  Alliance,  a 
reduction  of  $740,000  from  the  FY  1991  level. 


Grants  $1,448,000 

The  requested  amount  will  fund  Drug  Alliance  grant  awards  to  organizations  with 
innovative  approaches  for  involving  volunteers  In  Illicit  drug  use  prevention 
activities  focusing  on  youth  and  low-income  communities. 

Other  program  costs  $  3,000 

Costs  such  as  printing  and  mailing  services  will  be  funded  by  the  requested 
amount . 

Evaluation  $   


No  funds  are  being  requested  for  evaluation  in  FY  1992. 
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Budget  Activity  2B 
SUPPLEMENTAL  DRUG  ABUSE  PREVENTION  PROGRAM 


FY  1990  FY  1991  FY  1992  Increase/ 

Actual  Estimate  Estimate  Decrease 


Program  Data: 

Number  of  grants  18     

Obligations: 

Program  costs  $  1,058,000        $    $    $ 

Support  costs   a/     

Evaluation  273,000   —    


Total  obligations  $  1,331,000  $ 


a/    Included  in  Activity  5,  Program  Administration. 


General  Statement 

The  Anti-Drug  Abuse  Act  of  1988  authorized  $5,000,000  each  for  fiscal  years 
1990  and  1991  for  ACTION  to  initiate  private  sector  efforts  to  increase  innova- 
tive community-based  volunteer  demonstration  projects  for  drug  abuse  education 
and  prevention  services  and  activities. 

The  Byrd  Amendment  to  the  Department  of  Transportation  and  Related  Agencies 
Appropriation  Act  of  1990  (P.L.  101-164)  provided  a  post-sequestration  total 
of  $1,479,000  to  ACTION  for  drug  abuse  prevention  and  education  activities; 
of  this  amount,  $148,000  was  allocated  to  Program  Administration  (see  Activity 
5). 

These  comprehensive  drug  abuse  prevention  and  education  efforts  will  include 
expansion  of  activities  for  youth  during  summer  months,  increasing  formation  of 
parent  networks,  intergenerational  projects,  and  other  educational  initiatives 
in  special  areas. 

In  addition,  volunteers  in  all  of  ACTION'S  programs  —  VISTA,  Student  Community 
Service,  the  Older  American  Volunteer  Programs,  and  the  ACTION  Drug  Alliance  — 
will  continue  to  be  active  in  drug  abuse  prevention  and  education  programs 
throughout  the  country.    Through  effective  management  of  volunteer  programs  and 
through  a  commitment  to  generate  long-term  private  sector  support,  ACTION  will 
continue  development  and  enhancement  of  quality  community-based  programs  in  FY 
1992. 
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Budget  Activity  3 
OLDER  AMERICAN  VOLUNTEER  PROGRAMS 


FY  1990  FY  1991  FY  1992  Increase/ 

Actual  Estimate  Estimate  Decrease 


A.  Retired  Senior  Volunteer 

Program  $  31,482,000    $  33,425,000    $  33,425,000  $ 

B.  Foster  Grandparent  Program    59,568,000       62,946,000  62,946,000 

C.  Senior  Companion  Program 


Total  obligations  $117,731,000    $123,940,000    $123,940,000  $ 


General  Statement 

The  Older  American  Volunteer  Programs  (OAVP)  administered  by  ACTION  are  authorized 
under  Title  II  of  the  Domestic  Volunteer  Service  Act  of  1973,  as  amended,  which 
extends  through  September  30,  1993.    These  programs  serve  a  dual  purpose  by  uniting 
the  time  and  energy  of  mature,  experienced,  and  skilled  people  with  unmet  community 
and  individual  needs.    Special  emphasis  is  placed  on  serving  the  ill,  the  frail, 
the  isolated  elderly,  and  young  people  who  are  emotionally,  mentally,  or  physically 
disabled.    In  FY  1992,  approximately  458,200  volunteers  aged  60  and  over  will  serve 
in  the  Older  American  Volunteer  Programs. 

Volunteer  Activities:    OAVP  projects  are  locally  sponsored  and  administered.  Basic 
program  decisions  are  made  at  the  community  or  neighborhood  level.    Within  the 
broad  framework  of  the  legislation,  volunteer  activities  grow  out  of  agreements 
among  the  volunteer,  project  staff,  and  the  community  as  represented  by  volunteer 
stations  and  advisory  councils.    As  a  result,  specific  project  activities  reflect  a 
variety  of  service  needs  and  volunteer  skills  unique  to  each  community. 

By  the  end  of  FY  1992,  Retired  Senior  Volunteers  will  be  contributing  almost  75 
million  hours  of  service  per  year.    Activities  include  intergenerational  services, 
literacy  enhancement,  in-home  care,  and  substance  abuse  prevention.    Other  volun- 
teers assist  in  shelter  and  food  projects  for  the  homeless,  serve  the  disabled,  and 
consult  with  nonprofit  service  organizations  to  improve  their  management  and 
operational  practices. 
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Budget  Activity  3:     OLDER  AMERICAN  VOLUNTEER  PROGRAMS  -  continued 


Foster  Grandparents  serve  20  hours  per  week  working  both  within  and  outside  of 
institutions  with  children  who  have  mental,  physical,  and  emotional  handicaps. 
They  also  serve  children  who  are  abused  or  neglected,  who  are  in  the  juvenile 
justice  system,  or  who  have  other  special  or  exceptional  needs.    Foster  Grand- 
parents help  to  prevent  or  delay  the  institutionalization  of  children  and  to 
deinstitutionalize  children  who  can  live  within  the  community. 

Senior  Companions,  who  also  serve  20  hours  per  week,  seek  to  prevent  or  delay  the 
institutionalization  of  the  chronically  impaired  elderly,  shorten  the  stay  of 
those  elderly  persons  temporarily  institutionalized,  and  deinstitutionalize 
persons  who  are  able  to  live  at  home  when  some  services  are  provided.  They 
perform  a  critical  role  in  providing  long-term  care  by  assisting  adults  with 
mental,  emotional,  and  physical  impairments  to  achieve  and  maintain  their 
fullest  potential,  to  be  healthy,  and  to  manage  their  lives  independently. 

Sponsorship:     Project  grants  are  awarded  by  ACTION  to  private,  nonprofit 
organizations  and  public  agencies  which  recruit,  place,  and  support  volunteers. 
Volunteer  services  are  provided  through  public  and  private  nonprofit  agencies 
and  proprietary  health  care  organizations.    ACTION  provides  technical  assistance 
to  sponsors  and  training  for  project  staff.    Funding  is  shared  between  the 
sponsor  and  ACTION. 

Program  Objectives;    ACTION  is  committed  to  the  principle  that  the  satisfaction 
of  each  volunteer  is  a  direct  result  of  his  or  her  activities  and  contributions 
which  help  organizations  to  function  better,  improve  the  lives  of  others,  and 
enrich  their  own.     In  addition,  OAVP  encourages: 

—  recognition  of  older  persons'  abilities  to  find  solutions  to  individual 
and  community  needs; 

—  development  of  program  activities  which  promote  the  mobilization  of  local 
resources  to  meet  local  needs; 

—  volunteer  assignments  which  increase  intergenerational  contacts; 

—  increased  state  and/or  local  funding  of  OAVP  and  OA VP-type  programs;  and 

—  increased  opportunities  for  disabled  seniors  to  volunteer. 

Program  Assistance:    The  OAVP  strategy  is  to  enhance  local  program  initiatives 
by  providing  program  assistance  to  project  sponsors,  directors,  and  staff. 
Program  assistance  is  provided  by  making  periodic  site  visits  to  projects; 
preparing  "how  to"  program  assistance  papers  in  a  variety  of  subject  areas 
including  drug  abuse  prevention,  literacy  enhancement,  and  specialized  training 
for  handicapped  volunteers  in  order  to  encourage  the  development  of  alternative 
service  opportunities;  conducting  training  sessions  in  the  field;  disseminating 
program  regulations,  policies,  handbooks,  procedures,  and  forms;  and  awarding 
small  grants  to  projects  which  seek  to  test  or  demonstrate  new  concepts  of 
volunteer  service. 
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Budget  Activity  3:     OLDER  AMERICAN  VOLUNTEER  PROGRAMS  -  continued 


Non- ACTION  Funding:     OAVP  activities  have  been  greatly  expanded  by  the  contri- 
bution of  state  and  private  sector  funds  to  create  OAVP-type  projects  or  to 
supplement  existing  ACTION  projects.    In  fiscal  year  1990,  total  non-ACTION 
funding  sources  contributed  approximately  $75  million  to  local  OAVP  projects. 
This  contribution  represents  approximately  a  12  percent  increase  over  the 
fiscal  year  1989  contribution.    The  sources  of  these  funds  are  state  governments, 
city  and  county  governments,  and  private-sector  resources. 

State-funded  OAVP-type  projects  that  wish  to  use  the  Federal  program  name,  to 
receive  technical  assistance  from  ACTION,  or  to  take  advantage  of  the  income 
disregard  provisions  of  OAVP  legislation  must  sign  a  Memorandum  of  Agreement 
with  ACTION.    Staff  of  state-funded  projects  may  participate  in  ACTION  training 
activities,  receive  program  assistance  materials,  and  utilize  the  technical 
expertise  of  ACTION  staff. 

Special  Recruiting;    OAVP  has  made  a  special  effort  to  encourage  members  of 
minority  groups  and  disabled  persons  to  participate  in  volunteer  activities 
in  all  three  programs.    Nearly  16  percent  of  the  Retired  Senior  Volunteers, 
49  percent  of  the  Foster  Grandparents,  and  45  percent  of  the  Senior  Companions 
are  minorities.    Over  10  percent  of  OAVP  volunteers  are  disabled. 

Evaluation:    Evaluations  of  OAVP  programs  are  conducted  by  persons  not  directly 
involved  in  the  administration  of  the  programs.    In  FY  1992,  $180,000  will  be 
used  for  program  evaluation. 
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Budget  Activity  3A 
RETIRED  SENIOR  VOLUNTEER  PROGRAM 


FY  1990  FY  1991  FY  1992  Increase/ 
Actual  Estimate  Estimate  Decrease 


Program  Data; 

ACTION-funded  volunteers  410,000  414,100  414,100   

Total  volunteers  a/         *  413,700  418,100  418,400  +  300 

Number  of  grants  funded  750  750  750   

Continuing  750  750  750 
Obligations: 

New  grants  $   $    $    $   

Continuing  grants  31,139,000  33,123,000  33,190,000  +  67,000 
Training  and  technical 

assistance  93,000  110,000  110,000   

Communications  77,000  181,000  125,000  -  56,000 

Evaluation  173,000  11,000    -  11,000 


Total  obligations         $31,482,000      $33,425,000  $33,425,000 


a/    Includes  non-ACTION-funded  volunteers. 


General  Statement 

The  Retired  Senior  Volunteer  Program  (RSVP)  was  established  in  1971  to  provide 
persons  aged  60  and  over  with  opportunities  for  volunteer  service  in  their  own 
communities.    By  the  end  of  FY  1992,  over  418,000  older  Americans  will  be  parti- 
cipating in  the  program,  making  significant  contributions  in  local  efforts  to 
address  community  needs.    The  distinguishing  feature  of  RSVP  is  its  flexibility 
in  responding  to  community  needs  and  designing  volunteer  opportunities  which 
utilize  the  unique  talents  of  older  individuals  willing  to  share  their 
experiences,  abilities,  and  skills. 

During  fiscal  year  1990,  in  recognition  of  the  value  of  the  services  provided 
by  RSVP  volunteers  and  the  potential  resource  represented  by  older  Americans, 
non-ACTION  funds  totalled  over  $33.6  million.    These  contributions  represent  a 
7.3  percent  increase  over  the  fiscal  year  1989  contributions. 
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Budget  Activity    3A:    RETIRED  SENIOR  VOLUNTEER  PROGRAM  -  continued 


In  FY  1992 ,  emphasis  will  be  placed  on  volunteer  services  in  the  designated 
programs  of  national  significance,  which  include  various  health  care  activities, 
such  as  services  to  development ally  disabled  persons  and  the  frail  and  chron- 
ically ill,  literacy,  child  care  and  extended  day  care,  substance  abuse,  and 
other  inter-generational  activities. 

Program  initiatives  planned  for  FY  1992  reflect  ACTION'S  commitment  to  the 
development  of  service  opportunities  that  are  both  meaningful  to  older  volun- 
teers and  responsive  to  locally  identified  needs.    They  complement  previous 
efforts  that  focus  on  literacy,  services  to  disadvantaged  youth,  and  education 
of  older  persons  on  the  use,  misuse,  and  abuse  of  prescription  and  over-the- 
counter  medications.    Intergenerational  activities,  especially  related  to 
drug  abuse  prevention,  will  be  emphasized  as  well. 

Planned  Accomplishments  in  FY  1991;    A  total  of  414,100  ACTION-f unded  volunteers 
will  serve  almost  75  million  hours  in  750  ACTION-f unded  projects.    Priority  con- 
sideration will  be  given  to  increasing  the  number  of  RSVP  volunteers  assigned 
to  educate  older  persons  on  the  use,  misuse,  and  abuse  of  prescription  and  over- 
the-counter  medications.    Approximately,  130  additional  programs  of  national 
significance  will  be  funded  with  approximately  4,100  new  volunteers.  ACTION- 
f unded  projects  will  receive  administrative  cost  increases  of  4.17-percent. 

Objectives  for  FY  1992:    The  414,100  ACTION-funded  volunteers  in  750  projects 
will  continue  to  provide  almost  75  million  hours  of  service  in  a  wide  range 
of  community  services. 

Budget  Justification 

The  FY  1992  budget  request  for  the  Retired  Senior  Volunteer  Program  is 
$33,425,000,  the  same  as  the  program's  funding  level  in  FY  1991. 


New  grants 

No  new  grants  are  planned  for  FY  1992. 
Continuing  grants 


$ 


$33,190,000 


The  FY  1992  request  for  continuing  grants  will  fund  the  services  of 
414,100  ACTION-funded  volunteers  in  750  ACTION-funded  projects. 

Training  and  technical  assistance  $  110,000 

This  amount  will  support  the  cost  of  RSVP  project  staff  attendance  at 
training  events  and  the  production  and  distribution  of  technical  assistance 
materials  to  projects. 
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Budget  Activity    3A:    RETIRED  SENIOR  VOLUNTEER  PROGRAM  -  continued 

Communications  $  125,000 

This  amount  includes  funds  for  the  design,  production,  and  distribution  of 
public  information,  recruitment,  and  related  materials. 

Evaluation  $   


No  evaluation  activity  is  planned  for  RSVP  in  fiscal  year  1992. 
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Budget  Activity  3B 
FOSTER  GRANDPARENT  PROGRAM 


FY  1990  FY  1991  FY  1992  Increase/ 

Actual  Estimate  Estimate  Decrease 


Program  Data: 

Number  of  Federally-funded 

volunteer  service  years       18,275  18,315  18,315   

Total  volunteers  a/  27,100  27,200  27,200   

Number  of  grants  funded  263  263  263 

Continuing  263  263  263   

Obligations: 

New  grants  $    $    $    $ 

Continuing  grants  59,152,000  62,814,000  62,658,000  -  156,000 
Training  and  technical 

assistance  125,000  40,000  40,000   

Communications  153,000  32,000  68,000    +  36,000 

Evaluation  138,000  60,000  180,000    +  120,000 

Total  obligations  $59,568,000      $62,946,000       $62,946,000  $   


a/    Includes  non-ACTION-funded  volunteers. 


General  Statement 

The  Foster  Grandparent  Program  (FGP)  is  unique  because  it  effectively  uses  the 
"grandparent"  concept,  a  social  role  which  can  be  filled  only  by  an  older 
person.    Foster  Grandparents  are  low-income  people  aged  60  and  over  who 
provide  supportive,  person-to-person  services  to  children  with  exceptional  or 
special  needs.    Within  health  care,  special  education,  and  community  service 
settings,  Foster  Grandparents  use  their  patience,  resourcefulness,  and  skills 
to  address  the  physical,  mental,  social,  or  emotional  needs  of  the  children 
they  serve. 

During  1990,  non-ACTION  sources  contributed  about  $27.2  million,  an  increase 
of  over  $1.8  million  from  1989  overall  contributions. 
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Budget  Activity  3B:     FOSTER  GRANDPARENT  PROGRAM  -  continued 


Foster  Grandparent  placements  and  assignments  are  developed  by  matching  the 
older  person's  interests,  skills,  and  experiences  with  the  needs  of  children. 
A  Foster  Grandparent  normally  serves  20  hours  per  week  providing  special  care 
and  attention  on  a  one-to-one  basis  to  three  or  four  children.    About  27,100 
Foster  Grandparents  assist  approximately  73,000  children  on  a  given  day  in  all 
50  states,  the  District  of  Columbia,  Puerto  Rico,  and  the  Virgin  Islands. 

ACTION  project  grants  provide  Foster  Grandparents  with  a  nontaxable  stipend, 
transportation  to  and  from  volunteer  stations,  an  annual  physical  examination, 
accident  and  liability  insurance,  a  meal  on  service  days,  and  recognition  for 
their  activities.    Indirect  benefits  include  the  personal  satisfaction  and 
higher  self-esteem  that  are  consequences  of  helping  others  who  have  exceptional 
or  special  needs.    Older  persons  who  are  not  income-eligible  may  serve  without 
the  stipend,  but  receive  the  other  benefits. 

Special  pre-service  and  in-service  training  prepares  Foster  Grandparents  for  a 
variety  of  placements  which  range  from  mental  retardation  facilities,  mental 
health  institutions,  youth  detention  centers,  and  regular  and  special  schools 
to  foster  care  and  in-home  placements  in  cases  of  child  abuse.    Foster  Grand- 
parents are  part  of  an  interdisciplinary  team  which  helps  to  alleviate  problems 
faced  by  children  with  exceptional  or  special  needs.    Foster  Grandparents  have 
proved  themselves  successful  in  encouraging  self-help  skills  even  among  the 
severely  retarded  and  other  disabled  children.    Some  teach  youthful  offenders 
trade  skills  from  which  they  can  obtain  occupations  and  contribute  to  the 
communities  in  which  they  live.    Where  child  abuse  occurs,  Foster  Grandparents 
provide  love  to  the  child  and  positive  adult  role  models  to  the  child's  parent (s) 
and  the  child. 

Descriptive  surveys  of  the  Foster  Grandparent  Program  have  indicated  that  a 
great  majority  of  the  volunteers  consistently  see  their  service  as  meaningful 
and  that  the  program  has  a  low  turnover  rate.    From  these  indications  the  surveys 
concluded  that  the  program  is  meeting  the  goal  of  providing  significant  and 
meaningful  volunteer  service  opportunities  for  low  income  persons  aged  60  and 
over. 

Planned  Accomplishments  in  FY  1991:    Implementation  of  the  stipend  increase  for 
Foster  Grandparent  volunteers  authorized  by  the  Congress  in  the  Domestic 
Volunteer  Service  Act  Amendments  of  1989  will  be  a  primary  objective  in  fiscal 
year  1991.    When  implemented,  the  stipend  rate  will  increase  by  15  cents  to 
$2.35  per  hour.    Programming  efforts  will  continue  to  expand  the  development 
of  programs  of  national  significance.    Funding  support  will  be  maintained  for 
the  263  ACTION-funded  projects  and  about  18,300  volunteer  service  years  (VSY's), 
the  same  level  as  in  fiscal  year  1990. 
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Budget  Activity  3B:     FOSTER  GRANDPARENT  PROGRAM  -  continued 


Objectives  for  FY  1992:     Funding  support  will  be  maintained  for  the  263  ACTION- 
funded  projects  and  approximately  18,300  volunteer  service  years.    It  will 
also  support  a  five-cent  per  hour  stipend  increase  for  ACTION-funded  VSY's. 
This  is  possible,  aven  with  a  level  budget  for  the  entire  program,  because  of 
one-time  costs  in  1991  associated  with  the  stipend  increase  for  non-ACTION- 
funded  volunteers.    In  programming,  efforts  will  continue  to  expand  the  develop- 
ment of  programs  of  national  significance. 

Budget  Justification 

In  FY  1992,  ACTION  is  requesting  $62,946,000  for  support  of  the  Foster 
Grandparent  Program,  the  same  amount  as  was  appropriated  in  FY  1991. 

New  grants  $   

No  new  grants  are  planned  in  fiscal  year  1992. 

Continuing  grants 


The  fiscal  year  1992  request  for  continuing  grants  will  be  used  to  support 
approximately  18,300  Federally-funded  volunteer  service  years  in  263  projects. 
These  projects,  in  addition  to  those  supported  with  non-ACTION  funds,  will 
serve  about  73,000  children  with  special  or  exceptional  needs. 

Training  and  technical  assistance  $        AO, PC 


The  requested  amount  will  cover  some  costs  related  to  project  staff  training 
which  will  be  conducted  at  regular  intervals  by  ACTION  field  offices.  Also 
included  is  the  program's  share  of  the  cost  of  printing  and  miscellaneous 
procurements. 

Communications  $  68,000 

The  request  will  cover  the  cost  of  various  program  materials  used  for  public 
information  and  recruitment  purposes. 

Evaluation  $  180.000 


The  amount  requested  will  cover-  the  cost  of  an  evaluation  study  of  Foster 
Grandparent  volunteer  services  in  fiscal  year  1992. 
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Budget  Activity  3C 
SENIOR  COMPANION  PROGRAM 


FY  1990 
Actual 


Program  Data; 

Number  of  Federally-funded 


volunteer  service  years  7,760 

Total  volunteers  a/  12,500 

Number  of  grants  funded  143 
New 

Continuing  143 

Obligations: 

New  grants  $  2,035,000 

Continuing  grants  23,926,000 
Training  and  technical 

assistance  275,000 

Communications  29,000 

Evaluation  416,000 

Total  obligations  $26,681,000 


a/    Includes  non-ACTION-f unded  volunteers. 


FY  1991  FY  1992  Increase/ 
Estimate  Estimate  Decrease 


7,810  7,810 

12,600  12,600 

143  143 

143  143 

$    $    $ 

27,440,000  27,472,000       +  32,000 

40,000  40,000 

39,000  57,000       +  18,000 

50,000   =       -  50,000 

$27,569,000  $27,569,000  $ 


General  Statement 

Senior  Companions,  who  are  low-income  people  aged  60  and  over,  provide  personal 
assistance  and  companionship  primarily  to  older  adults  who  have  physical,  mental, 
or  emotional  impairments  which  put  them  at  risk  of  institutionalization  or  which 
preclude  deinstitutionalization  without  the  support  of  a  Senior  Companion. 
Through  direct  project  grants,  technical  assistance,  training,  research,  and 
evaluation  efforts,  the  Senior  Companion  Program  (SCP)  draws  upon  the  resource- 
fulness and  skills  of  older  people,  thereby  demonstrating  the  role  older  volun- 
teers can  play  in  contributing  to  the  solutions  of  the  problems  of  aging. 

During  1990  state  governments  provided  $7.6  million  for  SCP  activities,  and  other 
non-Federal  sources  contributed  an  additional  $6.8  million  for  the  expansion  of 
this  program.    Collectively,  these  contributions  represent  about  a  20  percent 
increase  over  the  1989  combined  contribution. 
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Budget  Activity  3C:     SENIOR  COMPANION  PROGRAM  -  continued 

The  Senior  Companion  Program  demonstrates  that  older  persons  can  perform  a 
critical  role  in  contributing  to  the  solution  of  problems  of  aging.    It  fosters 
independence  and  enhances  the  self-esteem  of  the  Senior  Companions  by  involving 
them  in  activities  which  improve  the  lives  of  individuals  and  communities.  It 
fosters  and  expands  the  realization  that  concerned  and  knowledgeable  older 
persons  can  perform  a  unique  role  in  the  long-term  care  system. 

The  program  assists  in  meeting  the  long-term  care  needs  of  older  people,  focus- 
ing on  the  moderately  and  generally  impaired  who  are  without  adequate  family 
support.    Through  the  coordination  and  placement  of  volunteers  through  direct 
health  care  providers,  social  service  agencies,  and  Federal  and  state  long-term 
care  programs,  assistance  is  provided  in  daily  living  activities  to  older  people 
who  are  chronically  homebound  and  at  risk  of  institutionalization. 

The  Senior  Companions  also  assist  clients  in  patient  discharge  programs  at 
acute  care,  mental  health,  and  other  long-term  care  facilities  to  make  the 
transition  to  living  in  less  restrictive  community  settings.    In  all  settings, 
the  Senior  Companions  serve  as  personal  representatives  by  linking  clients  to 
appropriate  services  and  assuring  that  they  receive  benefits  to  which  they  are 
entitled. 

Senior  Companions  normally  serve  three  or  four  persons  for  a  total  of  20  hours 
per  week.    They  receive  a  nontaxable  stipend,  transportation  assistance,  meals 
when  serving  as  volunteers,  annual  physical  examinations,  and  accident  and  per- 
sonal liability  insurance.    Older  persons  who  are  not  income-eligible  may  serve 
without  the  stipend,  but  receive  the  other  benefits. 

During  FY  1992  the  program  will  continue  to  emphasize  in-home  services  and  coor- 
dination with  existing  community-based  home  health  and  long-term  care  systems. 

Planned  Accomplishments  in  FY  1991:     Funding  will  be  maintained  for  the  143 
ACTION-funded  projects  which  will  support  approximately  7,800  volunteer  service 
years.    The  15-cent  stipend  increase  will  be  implemented  in  1991,  raising  the 
hourly  stipend  to  $2.35  per  hour.    Additional  FY  1991  funding  will  be  provided 
to  grantees  for  programs  of  national  significance. 

Eighteen  SCP  projects  will  receive  a  total  of  $987,282  in  demonstration  sub- 
grants  as  a  result  of  a  FY  1990  grant  to  the  Visiting  Nurse  Associations  of 
America.    During  the  second  quarter  of  the  fiscal  year,  an  additional  17  SCP 
project  sub-grants  will  be  awarded  to  implement  the  FY  1990  cooperative  agree- 
ment to  expand  in-home  services,  developed  with  the  Administration  of  Aging.  A 
national  conference  for  SCP  project  directors  is  scheduled  for  April  8-12. 

Objectives  for  FY  1992:    Funding  will  be  maintained  for  the  143  ACTION-funded 
projects  which  will  support  approximately  7,800  volunteer  service  years.  It 
is  proposed  that  volunteer  stipends  will  be  raised  to  $2.40  per  hour,  an  Increase 
of  5  cents  over  the  prior  year  rate.    This  increase  is  possible,  even  with  a 
level  budget  for  the  entire  program,  because  of  one-time  costs  in  1991  associated 
with  the  stipend  increase  for  non-ACTION-funded  volunteers.    Volunteer  services 
will  continue  to  focus  primarily  on  the  frail  elderly  in  need  of  assistance  to 
maintain  independent  living. 
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Budget  Activity  3C:     SENIOR  COMPANION  PROGRAM  -  continued 


Budget  Justification 

ACTION'S  request  for  funding  for  the  Senior  Companion  Program  for  FY  1992 
is  $27,569,000,  the  same  as  the  FY  1991  level. 

New  Grants  $   

No  new  grants  are  planned  in  fiscal  year  1992. 

Continuing  Grants  $27,472,000 

The  fiscal  year  1992  request  for  continuing  grants  will  be  used  to  support 
approximately  7,800  Federally-funded  volunteer  service  years  in  143  projects. 
These  projects,  in  addition  to  those  supported  with  non-ACTION  funds,  will 
serve  approximately  34,000  older  adults  with  physical  and  mental  health 
limitations. 

Training  and  Technical  Assistance  $  40,000 

The  requested  amount  will  cover  costs  related  to  project  staff  training  which 
will  be  conducted  at  regular  intervals  by  ACTION  field  staff.    Also  included 
is  the  program's  share  of  the  cost  of  printing  and  miscellaneous  procurements. 

Communications  $  57,000 

The  request  will  cover  the  cost  of  various  program  materials  used  for  public 
information,  resource  development,  and  recruitment  purposes. 

Evaluation  $   


There  are  no  plans  for  a  program  evaluation  in  FY  1992. 
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Budget  Activity  4 
OFFICE  OF  THE  INSPECTOR  GENERAL 


FY  1990  FY  1991  FY  1992  Increase/ 

Actual  Estimate         Estimate  Decrease 


Program  Data; 

Full-time  equivalent 

employment  (work  years)  11  12  12   

Obligations: 

Audit  costs  $    $    261,000      $    189,000       -$  72,000 

Investigation  costs    13,000  15,000       +  2,000 


Salaries  and  expenses 


Total  obligations  $   a/    $    976,000      $1,017,000       +$  41,000 


a/    In  FY  1990  the  activities  of  the  Office  of  the  Inspector  General  were  funded 
from  both  Activity  5  (Program  Administration;  included  salaries,  benefits, 
and  travel  associated  with  operational  audits  and  investigations)  and 
Activities  1,  2,  and  3  (program  audits). 


General  Statement 

The  ACTION  Office  of  the  Inspector  General  (OIG)  is  authorized  under  Section  8E 
of  the  Inspector  General  Act,  as  amended.    The  Office  reviews  agency  operations, 
primarily  through  audits  and  investigations.    The  goals  of  the  office  are  to 

(1)  increase  organizational  efficiency  and  effectiveness 

(2)  prevent  fraud,  waste,  and  abuse. 
The  ACTION  audit  universe  includes 

(1)  over  1,300  grants; 

(2)  over  800  projects; 

(3)  10  contracts; 

(4)  numerous  headquarters  and  regional  operations,  including 

(a)  the  grant-making  process, 

(b)  payments  to  volunteers, 

(c)  many  routine  governmental  functions  (payroll,  accounting,  travel, 
telecommunications,  etc.). 
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Budget  Activity  4:    OFFICE  OF  THE  INSPECTOR  GENERAL  -  continued 


Beginning  in  FY  1991,  OMB  Circular  A-133  (implementation  of  the  Single  Audit  Act 
for  nonprofit  organizations)  will  have  an  Important  impact  on  the  ACTION  OIG 
coverage  of  its  grant  audits.    Under  the  Circular,  covered  grantees  are 
responsible  for  organizational  or  grant  audits  if  Federal  funding  exceeds  $25,000. 
This  will  eliminate  the  016  responsibility  for  routine  cyclical  auditing  of  grantees. 
It  will  add  the  responsibilities  to: 

(1)  provide  technical  guidance  to  private  certified  public  accountants 
(CPA's)  who  will  be  performing  the  audits; 

(2)  review  the  individual  audit  reports  produced  by  CPA's  that  cover 
each  fiscal  year  on  over  900  grants  (Note  that  the  reports  on 
these  900  grants  include  over  300  currently  done  under  OMB 
Circular  A-128,  which  implements  the  single  audit  act  for  state 
and  local  governments.    Review  of  these  reports  is  part  of  the 
current  OIG  workload.);  and 

(3)  ensure  that  the  Circular's  standards  are  met  by  performing 
quality  reviews  of  the  CPA  firms  on  a  sample  basis  (when  the  OIG 
assumes  oversight  responsibilities  or  by  working  through  cognizant 
agencies,  where  applicable). 

If  cost-effective,  the  ACTION  OIG  will  contract  (on  a  limited  basis)  with  CPA  firms 
to  do  audits  to  provide  either  additional  audit  capability  or  for  a  particular 
expertise  for  a  complex  grant  or  operational  audit,  e.g.,  a  communications  expert 
or  a  computer  expert.    Contracts  though  SBA's  8(a)  program  for  routine  cyclical 
audits  will  not  be  renewed.    The  previous  issue  of  studying  the  advantages  and 
disadvantages  of  the  competitive  process  for  contracting  these  audits  is  now  moot. 

An  increased  emphasis  will  continue  to  be  placed  on  performance  audits  of  Agency 
operations.    For  many  years,  the  expertise  of  the  OIG  staff  has  been  greatest 
in  performing  financial  audits  of  grantees.    The  shift  in  emphasis  to  performance 
audits  of  Agency  operations  requires  (1)  time,  (2)  training  of  the  current  staff, 
plus  (3)  at  least  one  additional  auditor  with  a  strong  background  in  performance 
and  system  auditing.    The  additional  auditor  is  a  significant  addition  to  the  staff 
planned  for  fiscal  year  1991. 

Planned  Accomplishments  in  FY  1991:    The  Office  of  the  Inspector  General  plans  to 
accomplish  the  following  in  FY  1991: 

o    Conduct  performance  audits  on  Agency  operations  and  internal  controls.  Eight 
operational  audits  are  scheduled. 

o    Conduct  complex  grant  audits,  where  irregularities  are  suspected.  Eighteen 
grant  audits  are  scheduled. 

o    Conduct  investigations  as  necessary. 
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Budget  Activity  A:    OFFICE  OF  THE  INSPECTOR  GENERAL  -  continued 

o    Begin  to  design  and  distribute  guidance  to  private  CPA  firms  who  will  conduct 
audits  for  grantees,  as  required  by  OMB  Circular  A-133.    Some  training  will 
be  given  by  OIG  staff  at  the  Agency's  regional  conferences  in  the  spring  of 


o    Begin  to  design  and  distribute  materials  to  prevent  waste  and  abuse,  e.g., 
brochures  on  various  audit  issues. 

o    Prepare  two  semiannual  reports,  as  required  by  the  Inspector  General  Act. 

o    Design  and  implement  a  totally  automated  office. 

o  Complete  office  start-up  projects  of  revising  internal  guidance  for  conducting 
audits  and  investigations,  redesigning  audit  report  formats,  and  restructuring 
the  office  to  comply  with  the  1988  amendments  to  the  Inspector  General  Act. 

Objectives  for  FY  1992:    The  Office  of  the  Inspector  General  has  the  following 
objectives  for  FY  1992: 

o    Develop  stronger  expertise  in  conducting  performance  audits  of  Agency  opera- 
tions and  internal  controls.    Ten  or  more  operational  audits  are  planned. 

o    Conduct  complex  grant  audits,  where  irregularities  are  suspected.    Up  to  25 
grant  audits  are  anticipated. 

o    Perform  desk  reviews  on  over  900  audit  reports  received  under  OMB  Circulars 
A-133  and  A-128. 

o    Conduct  investigations  as  necessary. 

o    Design  and  distribute  materials  to  prevent  waste  and  abuse,  e.g.,  brochures 
on  various  auilit  issues  and  various  internal  employee  issues. 

o    Prepare  two  semiannual  reports,  as  required  by  the  Inspector  General  Act. 


Includes  $64,000  for  travel,  training,  printing,  and  supplies  and  $125,000  for 
contracted  audit  services. 


1991. 


Budget  Justification 


Audit  costs 


$  189,000 


Investigation  costs 


$ 


15,000 


Includes  travel  costs  for  investigations. 
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Budget  Activity  4:,    OFFICE  OF  THE  INSPECTOR  GENERAL  -  continued 

Salaries  and  expenses  $  813,000 

Includes  $800,000  for  salaries  and  associated  fringe  benefits  for  12  FTE's  and 
$13,000  for  maintaining  an  automated  office  and  adding  new  cables  to  the  Agency 
computer  systems. 
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Budget  Activity  5 
PROGRAM  ADMINISTRATION 


FY  1990  FY  1991  FY  1992  Increase/ 
Actual  Estimate  Estimate  Decrease 


Program  Data; 

Full-time  equivalent 
employment  (work  years) 
Domestic  Operations 

headquarters 
Domestic  Operations  field 
Support  offices 

Obligations; 

Personnel  compensation 

and  benefits  $20,283,000    $21,439,000    $23,543,000  +$2,104,000 

Other  expenses  5,856,000       6,862,000       6,892,000    +  30,000 

b/ 

Total  $26,139,000    $28,301,000    $30,435,000    +$  2,134,000 


415  438  438 

59  66  66 

250  277  277 

106  a/  95  95 


&l    The  PTEs  for  the  Inspector  General,  included  in  this  category  for  fiscal  year 
1990,  are  shown  under  Activity  4. 

b/    Includes  $147,000  in  obligations  from  funds  provided  for  support  of  the  Supple- 
mental Drug  Abuse  Prevention  Program  by  the  Byrd  Amendment  to  the  Department  of 
Transportation  and  Related  Agencies  Appropriation  Act  of  1990  (P.L.  101-164) 
(see  Activity  2). 


General  Statement 

Program  administration  is  authorized  under  Title  IV  of  the  Domestic  Volunteer 
Service  Act  of  1973,  as  amended,  which  extends  through  September  30,  1993. 
Program  administration  funds  are  provided  for  the  operation  and  support  of 
ACTION' 8  programs  and  activities.    The  major  distribution  of  duties  and 
responsibilities  is  as  follows: 

A.  The  Office  of  Domestic  and  Anti-Poverty  Operations  is  made  up  of  field  and 
headquarters  offices  which  are  directly  responsible  for  the  administration  of 
all  of  ACTION'S  programs  throughout  the  United  States. 

B.  Support  offices  carry  out  the  overall  management  of  the  Agency,  including 
research  and  policy  development,  public  awareness,  liaison  with  the  Congress 
and  other  Federal  and  non-Federal  government  agencies,  financial  management, 
equal  employment  opportunity,  and  all  other  management  and  administrative 
services  required  to  support  the  Agency's  programs. 

A  more  detailed  explanation  of  the  activities  of  the  various  offices  is  contained 
on  the  subsequent  pages  of  this  section. 
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Increase/ 
Decrease 

!  ! 

1 ,632  ,000 
97,000 

1,729,000 
375,000 
fin  nnni 

9,000 
202,000 
153,000] 
14,000 
61,000 
110,000 
100,000 

2,134,000 

+  +  i      1  +  i  1  +  1  1 

? 

•  support  of  the  Supplemental  Drug 
»nt  of  Transportation  and  Related  j 
i  obligations  for  the  Office  of  thi 
.  and  FY  1992  columns. 

o 

M 

1 

I  ^ 

FY  1991               FY  1992 
Estimate  Estimate 

460  460 
438  438 

117,730,000  $19,362,000 
104,000  201,000 

307.000  307,000 

518,141,000  $19,870,000 
3,262,000  3,637,000 

338.0001  I  398,000] 
36,000  36,000 

852,000  852,000 
71,000  62,000 

4.220.000  4,422,000 

2.877.0001  [  3,030,000] 
89,000  75,000 

1,300,000  1,361,000 
230,000  120,000 
i nn  nnn 

1UU.UUU  — 

!28,301,000  $30,435,000 

lj 

FY  1990 
Actual 

,689,000  $ 
132,000 

302 ,000 

,123,000  i 
,125,000 
378,000]  [ 

36,000 
545,000 

91  ,000 
,935,000 
,589,000]  I 

60,000 
,021,000 
203,000 

s 

provided  foi 
the  Departme 
ilso  includes 
l  the  FY  199] 

vO 

r--  ro                 n  n 
co- 

i" 

funds 
ent  to 
64).  / 
uded  ir 

P 

a/    Items  In  brackets  are  non-add  items. 

b/  Includes  $147,000  In  obligations  from 
Prevention  Program  by  the  Byrd  Amendm 
Appropriation  Act  of  1990  (P.L.  101-1 
Inspector  General,  which  are  not  incl 

Total  number  of  permanent  position! 

Personnel  compensation: 

Other  personnel  compensation  .... 
Total,  personnel  compensation  ..... 

Travel  and  transportation  of  staff 
Rents,  communications  and  utilitiej 

43-425   0—91  4 
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Budget  Activity  5:     PROGRAM  ADMINISTRATION  -  continued 
OBLIGATIONS  BY  FUNCTION 


FY  1990 
Actual 

FY  1991 
Estimate 

FY  1992 
Estimate 

Increase/ 
Decrease 

Agency  Management 

$  730,000 

$  871,000 

$  936,000 

+$ 

65,000 

Domestic  Operations 

i  /■  /■  i  £  nnn 
11  ,*tlo  ,UUU 

17  i nn  nnn 

+ 

i   o/iA  nnn 
1 fAII  ,UUU 

Policy,  Research,  and 
Evaluation 

511 ,000 

c  o  /.  Ann 

OJ*»  ,uuu 

&Qt  nnn 
OoZ.  ,UUU 

+ 

48 ,000 

General  Counsel 

289,000 

465,000 

500,000 

+ 

it  nnn 
j J  ,uuu 

Public  Affairs 

615,000 

687 ,000 

738,000 

+ 

51 ,000 

Inspector  General 

604,000 

b/ 

b/ 

Management  and  Budget 

8,974,000 

9,788,000 

10,479,000 

+ 

691,000 

Total  obligations 

a 

$26,139,000" 

/ 

$28,301,000 

$30,435 ,000 

+$ 

2,134  ,000 

PERMANENT  POSITIONS  BY  FUNCTION 

FY  1990 

FY  1991 
Estimate 

FY  1992 
Estimate 

Increase/ 
Decrease 

Agency  Management 

14 

14 

14 



Domestic  Operations 

352 

352 

352 



Policy,  Research,  and 

DvaiuaLXUU 

7 

7 

7 

General  Counsel 

5 

5 

5 

Public  Affairs 

11 

11 

11 

Inspector  General 

11 

b/ 

b/ 

Management  and  Budget 

71 

71 

71 

Total  positions 

471 

460 

460 

a/    Includes  $147,000  in  obligations  from  funds  provided  for  support  of  the 
Supplemental  Drug  Abuse  Prevention  Program  by  the  Byrd  Amendment  to  the 
Department  of  Transportation  and  Related  Agencies  Appropriation  Act  of 
1990  (P.L.  101-164)  (see  Activity  2). 


b/    The  Office  of  the  Inspector  General  is  In  Budget  Activity  4  for  fiscal 
~     years  1991  and  1992.  65 
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Budget  Activity  5:     PROGRAM  ADMINISTRATION  -  continued 


AGENCY  DIRECTION 

Top-level  management  functions  for  the  Agency  are  provided  by  the  following 
offices : 

1.  Office  of  the  Director;    The  Director  of  ACTION  is  responsible  for  the 
supervision  and  control  of  all  ACTION  programs  and  for  the  support  functions 
that  serve  those  programs.    The  Deputy  Director  carries  out  such  responsi- 
bilities and  authorities  as  are  delegated  by  the  Director. 

2.  Equal  Opportunity;    The  Equal  Opportunity  staff  ensures  the  Agency's 
compliance  with  Titles  VI  and  VII  of  the  Civil  Rights  Act,  the  Rehabilitation 
Act,  the  Age  Discrimination  in  Employment  Act,  and  other  civil  rights 
provisions,  and  directs  the  implementation  of  the  equal  opportunity  program, 
including  the  processing  of  discrimination  complaints,  monitoring  handicap 
accessibility,  and  ensuring  compliance  by  grantees. 

3.  Legislative  Affairs;    The  Legislative  Affairs  staff  is  responsible  for 
developing  and  coordinating  policy  and  procedural  guidance  on  all  matters 
relating  to  the  Congress  in  conjunction  with  the  Director  and  Deputy 
Director. 


DOMESTIC  AND  ANTI-POVERTY  OPERATIONS 

The  staff  of  the  Office  of  Domestic  and  Anti-Poverty  Operations  provides  direct 
support  of  ACTION'S  major  programs  throughout  the  United  States,  assuring 
responsiveness  to  local  needs  while  maintaining  effective  programmatic  and 
management  direction,  review,  and  coordination  through  a  field  staff  which  is 
recruited  and  trained  to  develop,  monitor,  and  manage  each  of  the  programs 
ACTION  administers.    Overall  program  and  management  guidance,  direction,  and 
review  are  provided  by  the  Associate  Director  for  Domestic  and  Anti-Poverty 
Operations  through  program  offices  specializing  in  each  of  the  programs.  The 
specific  responsibilities  of  each  of  the  major  operating  levels  within  Domestic 
Operations  are  as  follows; 

1.  State  offices;     Staff  in  the  ACTION  state  offices  are  responsible  for  project 
development  and  monitoring;  volunteer  recruitment;  technical  assistance;  and 
liaison  with  state  officials  and  local  groups. 

2.  Regional  offices;    The  nine  ACTION  regional  directors  are  responsible  for 
carrying  out  program  direction  through  line  management  of  state  offices; 
administrative  support  to  state  offices  and  full-time  volunteers;  coordina- 
tion of  resource  allocations  within  the  region;  grants  management  and  fiscal 
services;  volunteer  recruitment;  technical  assistance  and  training  to  sponsors 
and  full-time  volunteers;  and  review  and  approval  of  project  funding. 
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Budget  Activity  5:     PROGRAM  ADMINISTRATION  -  continued 


3.    Headquarters:     The  Associate  Director  for  Domestic  and  Anti-Poverty  Operations 
is  responsible  for  carrying  out  overall  direction  of  programs  through  management 
of  both  regional  directors  and  headquarters  staff.    Headquarters  staff  are 
responsible  for:    volunteer  recruitment  and  placement;  technical  assistance  and 
training  for  regional  and  state  staff;  response  to  Congressional  inquiries; 
central  records  management;  design  and  distribution  of  program  materials; 
review  and  analysis  of  trends,  accomplishment  of  national  goals,  and  audits; 
development  of  program  policy  and  goals;  preparation  of  publications;  program 
planning;  and  budget  development  and  execution. 


POLICY,  RESEARCH,  AND  EVALUATION 

The  Office  of  Policy,  Research,  and  Evaluation  was  established  in  1989  to  consoli- 
date research  and  evaluation  functions.    The  Office  develops  long-term  policy  goals 
through  research  designed  to  formulate  options  and  conducts  evaluations  to  describe 
program  activities,  document  accomplishments,  and  assess  the  impact  of  ACTION'S 
programs . 


GENERAL  COUNSEL 

The  General  Counsel  is  the  chief  legal  official  who  provides  legal  advice  and 
representation  to  the  Director  of  ACTION,  Agency  officials,  and  others  with  respect 
to  all  matters  arising  under  the  Domestic  Volunteer  Service  Act  of  1973,  as  amended, 
and  other  legal  and  regulatory  provisions  affecting  the  authorities  and  operations 
of  the  Agency. 


PUBLIC  AFFAIRS 

The  Public  Affairs  staff  is  responsible  for  maintaining  liaison  with  the  media  and 
public  and  private  sector  sources  to  promote  understanding  and  support  for  ACTION'S 
programs  and  for  voluntary  participation.      The  Office  is  also  responsible  for 
producing  marketing  tools  which  include  program  brochures,  audio  public  service 
announcements,  promotional  videos,  posters,  and  satellite  video  news  releases. 
This  Office  also  produces  outreach  materials  for  the  disabled  community  such  as 
open-captioned  videos  and  tape-recorded  Agency  literature. 


MANAGEMENT  AND  BUDGET 

The  Office  of  Management  and  Budget  (OMB)  is  made  up  of  the  following  organiza- 
tions, carrying  out  the  responsibilities  described  below: 

1.    Associate  Director:    The  Associate  Director  for  OMB  is  responsible  for  coordi- 
nating and  managing  the  full  spectrum  of  services  provided  by  the  operating 
units  within  the  office. 
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Budget  Activity  5:    PROGRAM  ADMINISTRATION  -  continued 

2.  Personnel  Management:     This  division  recommends  and  implements  policies, 
standards,  and  procedures  regarding  staff  recruitment,  placement,  and  training, 
classification  and  position  management,  and  labor  and  employee  relations 
programs.    In  addition,  the  staff  provides  a  full  range  of  personnel  services  to 
program  and  support  offices  and  serves  as  liaison  between  the  Agency  and  the 
National  Finance  Center  (NFC)  of  the  Department  of  Agriculture,  which  provides 
personnel  processing  and  staff  payroll  services  to  the  Agency. 

3.  Administrative  and  Management  Services;    Such  functions  as  space  and  property 
management,  telecommunications  services,  building  facilities  and  security, 
printing  and  distribution,  mail  and  courier  services  are  the  responsibility 
of  this  division.     In  addition,  the  staff  of  this  division  is  responsible 

for  managing  the  Agency's  directives  system;  coordinating  requests  filed  under 
the  Freedom  of  Information  and  Privacy  Acts;  controlling  external  reporting  and 
audit  resolution  requirements;  reviewing,  monitoring,  and  coordinating  organiza- 
tional changes;  and  conducting  management  analyses  to  assist  management  in 
increasing  Agency  efficiency  and  effectiveness. 

A.    Comptroller;     The  Comptroller  exercises  day-to-day  supervision  and  oversight 
for  the  financial  management,  planning,  and  automation  services  for  the  Agency. 
Organizationally,  these  services  are  provided  by  the  following  divisions: 

a.  Automation;    Automation  staff  oversees  the  Agency's  automated  data 
processing  services,  including  systems  for  accounting,  grants  management, 
and  volunteer  payroll. 

b.  Procurement  and  Grants;     Procurement  policy  for  the  Agency  is  developed 

and  implemented  in  this  division;  headquarters  small  purchases  and  contracts 
are  processed  by  this  staff  as  well.    Grants  activities  include  administering 
the  grant  award  process,  awarding  grants,  and  overseeing  the  implementation 
and  maintenance  of  the  grants  management  information  systems  to  provide 
necessary  data  for  internal  decision-making  and  external  reporting  through 
the  Federal  Assistance  Awards  Data  System  (FAADS). 

c.  Planning  and  Budget:     This  division  has  varied  responsibilities,  including: 

1)  Defining,  presenting,  analyzing,  and  periodically  reviewing  ACTION'S 
goals,  as  well  as  the  Agency's  programmatic  and  administrative  objectives 
and  their  implementation,  and  translating  these  objectives  into  both 
current  and  long-range  plans. 

2)  Formulating,  presenting,  and  justifying  ACTION'S  budget  requests  to 
both  the  Office  of  Management  and  Budget  and  the  Congress,  as  well  as 
overseeing  the  execution  of  the  Agency's  budget. 
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Budget  Activity  5:    PROGRAM  ADMINISTRATION  -  continued 

d.    Accounting  and  Financial  Management;    The  staff  of  this  division  is 


responsible  for  the  Agency's  financial  management  systems  and  reports, 
including  coordinating  reviews  to  evaluate  compliance  with  financial 
management  policies  and  procedures.    Other  activities  carried  out  by 
this  division  include  maintaining  the  Agency's  accounting  and  volunteer 
payroll  systems  and  processing  all  other  financial  transactions. 


The  FY  1992  budget  request  for  Program  Administration  of  $30,435,000  is  an  increase 
of  $2,134,000  above  the  FY  1991  level. 


The  increase  in  the  requirement  for  personnel  compensation  and  benefits  is  due  to 
the  full  year  impact  of  the  January  1991  pay  raises  (civilian,  Executive  Level  and 
Senior  Executive  Service,  and  locality),  the  effect  of  a  4.2  percent  pay  raise  for 
three-quarters  of  FY  1992,  and  the  need  to  achieve  and  maintain  staffing  at  the 
Agency's  438  FTE  level  in  order  to  promote  effectiveness  and  innovation  in  program 
development  and  monitoring.    The  staffing  increases  will  permit  the  filling  of 
critical  positions  which  have  remained  vacant  in  prior  years  due  to  lack  of  funds. 


The  funding  requested  for  this  budget  category  includes  travel,  transportation 
of  things,  rents,  contractual  services,  printing,  and  supplies  that  will  be  used  to 
support  headquarters  and  field  staff.    Inflationary  increases  for  building  and 
other  rents  and  contractual  services  will  be  partially  offset  by  reductions  in 
transportation,  printing,  supplies,  and  equipment. 


Budget  Justification 


Personnel  compensation  and  benefits 


$23,543,000 


Other  expenses 


$  6,892,000 
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Thursday,  April  25,  1991. 
FEDERAL  MEDIATION  AND  CONCILIATION  SERVICE 

WITNESSES 

BERNARD  E.  DeLURY,  DIRECTOR 

BRIAN  L.  FLORES,  DEPUTY  DIRECTOR 

MARY  P.  DURKIN,  DIRECTOR,  BUDGET  AND  FINANCE 

Opening  Remarks 

Mr.  Natcher.  We  next  take  up  the  Federal  Mediation  and  Con- 
ciliation Service. 

Mr.  DeLury.  Good  afternoon,  Mr.  Chairman.  Good  to  see  you 
again. 

Mr.  Natcher.  We  are  glad  to  have  all  of  you.  At  this  time,  we 
take  up  the  budget  request  for  the  fiscal  year  1992  for  the  Federal 
Mediation  and  Conciliation  Service.  Mr.  DeLury,  before  you  give  us 
your  statement,  tell  us  who  you  have  with  you  at  the  table. 

INTRODUCTION  OF  WITNESSES 

Mr.  DeLury.  Yes,  sir. 

On  my  left  is  Brian  Flores,  who  is  the  Deputy  Director  of  the 
Service.  Brian  is  a  14-year  career  veteran  of  the  Federal  Mediation 
and  Conciliation  Service  who,  prior  to  taking  this  job,  was  District 
Director  for  the  New  York  District. 

On  my  right  is  Mary  Durkin,  a  21-year  Federal  employee,  who  is 
our  Budget  Officer.  I  think  you  are  familiar  with  Mary. 

Mr.  Natcher.  Yes,  I  am.  We  are  delighted  to  have  all  three  of 
you  before  the  committee,  and  Mr.  DeLury,  we  will  be  pleased  to 
hear  from  you  at  this  time. 

Mr.  DeLury.  Yes,  sir. 

BUDGET  REQUEST 

With  your  permission,  and  in  the  interest  of  time,  I  will  submit 
our  statement  for  the  record  and  summarize  it  by  saying  that  our 
request  is  for  $28,145,000,  which  equals  315  full-time  equivalents. 

This  increase  of  $1,108,000  is  4.1  percent  over  last  year's  appro- 
priation. We  appreciate  this  opportunity  to  appear  before  you 
today,  and  we  thank  you  and  your  committee  for  the  support  you 
have  given  to  the  Federal  Mediation  and  Conciliation  Service,  its 
programs,  and  its  employees.  We  would  be  happy  to  answer  any 
questions  you  may  have  at  this  time. 

[The  statement  of  Mr.  DeLury  follows:] 


(101) 
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Statement  by 
Bernard  E.  DeLury,  Director 
Federal  Mediation  and  Conciliation  Service 
before  the 

Labor,  Health  and  Human  Services,  Education, 
and  Related  Agencies  Subcommittee 
of  the 

House  Committee  on  Appropriations 


Mr.  Chairman  and  Members  of  the  Subcommittee: 

It  is  my  pleasure  to  present  to  you  the  Fiscal  Year 
1992  appropriation  request  of  the  Federal  Mediation  and 
Conciliation  Service.     I  would  like  to  describe  briefly  the 
Service's  mission,  detail  our  work  by  program  area,  and 
outline  our  request. 

Federal  Mediation  and  Conciliation  Service's  Mission 

The  Service  was  established  by  Congress  in  1947  as  an 
independent  agency  to  prevent  or  minimize  interruptions  of 
the  free  flow  of  commerce  growing  out  of  labor  disputes  and 
to  assist  parties  to  labor  disputes  in  industries  affecting 
commerce  to  settle  such,  disputes  through  conciliation  and 
mediation. 

In  addition,  the  FMCS  mission  statement  calls  for  the 
development  of  sound  and  stable  labor-management  collective 


103 

I  \ 
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bargaining  relationships,  the  advocation  of  collective 
bargaining,  mediation  and  voluntary  arbitration  as  the 
preferred  process  of  settling  issues  between  employers  and 
representatives  of  employees,  and  the  fostering  of  construc- 
tive joint  relationships  of  labor  and  management  leaders  to 
increase  their  mutual  understanding  and  ability  to  resolve 
common  problems. 

The  Service1 s  mission  is  accomplished  through  the 
following  programs: 

Dispute  Mediation 

In  1992  there  will  be  major  contracts  expiring  in  the 
communications  (telephone  and  telegraph) ,  electronic  man- 
ufacturing, retail  and  wholesale  food,  utilities,  construc- 
tion, farm  implements,  wood  products  manufacturing,  broad- 
casting, shipbuilding,  hotel,  entertainment  and  health  care 
industries. 

Issues  in  collective  bargaining  will  include  normal 
"lunch  box"  issues  but  will  also  include  proposals  from  both 
sides  of  the  table  dealing  with  more  difficult  issues  such 
as  health  care  cost  containment,  pensions,  management 
rights,  mixed  pay  systems,  pay  for  knowledge,  merit  pay  and 
lump  sums  versus  percentage  add-ons  to  existing  rates. 

Health  care  cost  containment  is  expected  to  be  the 
single  most  difficult  issue  in  negotiations.     A  recent 
survey  has  shown  that  the  average  company  spent  21.6  percent 
more  last  year  to  provide  doctor  and  hospital  care  to 
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employees  -than  the  year  before.    Over  the  past  two  years, 
the  cost  to  employers  has  risen  46.3  percent  and  it  is 
estimated  that  the  cost  of  health  care  consumes  25  percent 
of  corporate  profits  annually. 

Dealing  with  the  health  care  and  other  contentious 
issues  will  place  a  severe  strain  on  labor -management 
relationships  and  we  expect  to  be  actively  involved  in 
7,000  dispute  mediation  cases  in  Fiscal  Year  1992, 

Preventive  yedjj.atj.on 

The  mediator's  involvement  in  the  often  highly 
stressful  atmosphere  of  collective  bargaining  provides  the 
ideal  opportunity  to  assess  the  existing  relationship 
between  the  parties.     Preventive  Mediation  is  specifically 
aimed  at  improving  deteriorated  employer-union  relationships 
during  non-crisis  periods  in  the  interest  of  avoiding  future 
disputes.     Through  Preventive  Mediation  labor  and  manage- 
ment are  introduced  to  methods  of  avoiding  workplace  strife 
and  provided  with  training  in  approaches  that  alter 
previously  hostile  environments.     Federal  mediators  will  be 
involved  in  1,400  Preventive  Mediation  cases  in  Fiscal  Year 
1992  and  they  will  utilize  a  variety  of  approaches  in 
problem  identification  and  conflict  resolution.  Activities 
will  include  sponsorship  of  conferences  and  seminars, 
consultation  and  liaison,  creation  and  expansion  of 
labor-management  committees,  development  of  training 
modules,  and  use  of  our  programs  called  Relationships-by- 
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Objectives,  Orientation  to  Labor-Management  Initiatives, 
Partner s-in-Change,  and  other  non-adversarial  or  so-called 
"Win-Win"  type  assistance  or  training. 

Arbitration 

Arbitration  is  used  almost  universally  to  resolve  labor 
disputes  arising  out  of  the  interpretation  of  collective 
bargaining  contracts.     In  addition,  arbitration  is  used  as  a 
substitute  for  strikes  or  as  a  method  of  resolving  impasses 
in  contract  negotiations.    The  Service  maintains  a  roster  of 
qualified  arbitrators  and  provides  lists  of  arbitrators  to 
labor-management  parties.    The  parties  then  select  an 
arbitrator  to  hear  and  decide  their  dispute.     In  Fiscal  Year 
1992  we  expect  to  submit  33,000  panels  of  arbitrators  to  the 
labor-management  parties. 

Labor-Manaaement  Cooperation  Program 

The  Labor  Management  Cooperation  Act  of  1978  authorizes 
FMCS  to  carry  out  a  program  of  grants  and  contracts  to 
support  the  establishment  and  operation  of  plant,  area,  and 
industry  labor-management  committees,     in  Fiscal  Year  1991 
the  Service  will  award  11  to  13  new  grants,  and  approxi- 
mately five  extension  grants  will  be  issued  to  continue  the 
work  of  grantees  originally  funded  in  Fiscal  Year  1989.  The 
Administration  believes  that  in  order  for  labor-management 
cooperation  committees  to  be  successful,  they  should  be 
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funded  by  the  parties  involved.    Therefore,  no  funding  is 
requested  for  new  or  extension  grants  in  Fiscal  Year  1992. 

Resource  Requirements 

Our  appropriations  request  outlines  in  detail  the 
challenges  that  the  Federal  Mediation  and  Conciliation  Ser- 
vice is  facing  and  the  resources  needed  to  accomplish  our 
mission. 

Our  Fiscal  Year  1992  Submission  includes  a  full-time 
equivalent  level  of  315 — the  same  as  that  funded  in  Fiscal 
Year  1991 — and  an  appropriation  of  $28,145,000.     I  respect- 
fully urge  your  favorable  consideration  of  our  request. 

Mr.  Chairman,  I  will  be  glad  to  respond  to  any 
questions  you  may  have. 
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Mr.  Bernard  E.  DeLury 


Bernard  E.  DeLury  is  the  Director  of  the 
Federal  Mediation  and  Conciliation  Service 
(FMCS) .     He  assumed  the  duties  of  this  position 
on  March  5,  1990. 

Prior  to  joining  FMCS  Mr.  DeLury  served  as 
Vice  President  of  Labor  Relations  for  Sea-Land 
Corporation,  a  major  U.S.  flag  containerized 
ocean  transportation  company  serving  over  76 
world  ports  and  64  countries  around  the  globe.  He 
was  responsible  for  the  corporation's  worldwide 
labor  relations. 

From  1973  to  1977  Mr.  DeLury  served  as  U.S. 
Assistant  Secretary  of  Labor,  and  was  responsible 
for  enforcing  and  administering  over  90  labor 
laws  and  executive  orders.  He  was  agency  head  of 
both  the  Employment  Standards  Administration  and 
the  Labor-Management  Services  Administration,  and 
worked  for  three  U.S.  Labor  Secretaries  during 
his  tenure. 

He  also  held  several  positions  with  the  New 
York  State  Department  of  Labor  between  1966  and 
1973,  the  highest  being  that  of  Deputy  Industrial 
Commissioner  for  the  New  York  City  Metropolitan 
Area. 

Mr.  DeLury  worked  for  eight  years  in  the  New 
York  City  construction  industry  as  a  member  of 
Ironworkers  Local  46,  AFL-CIO.     He  started  his 
career  in  labor  relations  nearly  30  years  ago  as 
a  staff  assistant  with  the  Uniformed  Sanita- 
tionmen's  Association,  Local  831  International 
Brotherhood  of  Teamsters. 

Mr.  DeLury  is  a  graduate  of  St.  John's 
University  and  Long  Island  University,  and  has 
lectured  at  the  New  School  of  Social  Research  in 
New  York  City.     He  is  the  author  of  several  ar- 
ticles in  the  field  of  industrial  relations,  and 
is  a  member  of  the  Advisory  Council  of  the  Center 
for  Labor  and  Industrial  Relations,  New  York  In- 
stitute of  Technology. 
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FUNDING 

Mr.  Natcher.  Thank  you,  Mr.  DeLury. 

This  year,  as  you  know,  you  are  absorbing  about  $1,500,000  due 
to  the  pay  raises,  and  the  across-the-board  cut  in  the  appropriation. 
Can  you  tell  us  where  you  took  these  reductions  and  what  effect,  if 
any,  this  will  have  on  your  service  levels? 

Mr.  DeLury.  Basically,  we  took  them  from  the  325  full-time 
equivalents  we  had  in  the  appropriation,  and  we  are  running  at  a 
level  of  311  people.  We  hope  to  get  that  level  up  to  the  315  that  we 
are  requesting  of  this  committee  in  1992. 

Mr.  Natcher.  Does  your  1992  request  fully  restore  funding  for 
these  reductions? 

Mr.  DeLury.  I  will  pass  that  one  to  Mary. 

Ms.  Durkin.  It  does  not  fund  us  back  to  the  325  FTE  level.  We 
had  a  revised  FTE  authorization  of  315  in  1991,  and  we  are  asking 
for  315  in  1992. 

Mr.  Natcher.  Are  you  able  to  keep  pace  with  your  workload  at 
current  staffing  levels? 
Mr.  DeLury.  Yes,  sir,  we  feel  we  are. 

ALTERNATIVE  DISPUTE  RESOLUTION 

Mr.  Natcher.  What  impact  will  the  new  Administrative  Dispute 
Resolution  Act  and  the  Negotiated  Rulemaking  Act  have  on  your 
agency? 

Mr.  DeLury.  Right  now,  we  don't  see  too  much  of  an  increase  in 
our  work.  We  have  spent  some  time  with  the  Administrative  Con- 
ference of  the  United  States,  talking  to  those  people  who  also  have 
a  responsibility  with  this  new  legislation.  We  have  done  some  ADR 
work  in  the  past  on  a  charge-back  basis. 

This  is  the  first  time  we  have  been  written  into  ADR  legislation. 
I  think  we  can  handle  it  with  what  we  have  for  the  time  being. 

We  are  going  to  have  to  do  some  training.  We  have  issued  a 
notice  to  agencies  of  the  Federal  Government  stating  that  there 
are  new  laws  in  effect,  and  that  we  are  here  to  serve  them.  I  think 
we  can  handle  the  workload  for  the  time  being,  at  least  for  1992. 

WORKLOAD 

Mr.  Natcher.  The  National  Labor  Relations  Board  is  anticipat- 
ing a  large  increase  in  union  elections  next  year,  resulting  from 
the  Supreme  Court's  decision  this  week  of  a  case  relating  to  bar- 
gaining units  in  the  health  care  industry.  Will  this  impact  your 
1992  workload? 

Mr.  DeLury.  I  don't  see  it  right  now,  Mr.  Chairman.  I  doubt  that 
we  will  in  the  future  because  we  are  used  to  working  in  the  health 
care  industry,  regardless  of  the  number  of  units,  and  that  decision 
is  a  clarification  of  that  matter. 

Mr.  Natcher.  The  number  of  strike  cases  has  declined  from 
1,119  in  1986  to  711  in  1990.  Is  this  an  indication  that  preventive 
mediation  is  becoming  more  effective? 

Mr.  DeLury.  We  like  to  think  so,  sir.  There  are  a  lot  of  reasons 
for  the  decline  in  strikes  in  the  United  States.  The  economy  is  cer- 
tainly one,  the  fierce  competition  that  we  have  from  abroad  is  an- 
other, but  more  importantly,  I  think  there  is  more  information 
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being  shared  today  than  there  ever  was  in  the  past  between  labor 
and  management;  there  is  more  of  an  attitude  to  try  to  work  to- 
gether as  an  enterprise. 

Mr.  Natcher.  Since  1980,  your  mediation  workload  has  declined 
by  32  percent,  and  staffing  has  declined  by  40  percent.  Are  media- 
tion cases  generally  taking  less  time  to  resolve  than  they  used  to, 
Mr.  DeLury? 

Mr.  DeLury.  I  am  going  to  give  a  general  answer  to  that,  and 
then  I  will  pass  to  Brian  for  a  few  more  specifics.  I  think  the  time 
that  goes  into  a  particular  dispute  varies;  each  situation  is  differ- 
ent. 

The  percentage  reduction  in  employees  over  the  10-year  period 
and  the  percentage  reduction  in  dispute  cases  is  pretty  much  the 
same.  We  are  running  right  now  on  a  straight  line  of  about  7,000 
joint  cases  a  year,  where  the  mediators  are  actively  involved,  which 
is  an  average  of  roughly  33  cases  per  mediator. 

Each  situation  is  different.  There  is  more  time  in  some  disputes 
than  there  is  in  others.  Some  go  much  quicker,  sometimes  it  may 
just  be  a  telephone  call  from  a  District  Director  or  a  mediator  to 
the  parties,  bringing  about  a  solution. 

Brian,  do  you  want  to  add  anything  to  that? 

Mr.  Flores.  It  is  clear  to  us  that  there  is  a  great  deal  more  so- 
phistication in  the  bargaining  climate  today  than  there  once  was, 
and  lunch  box  issues  have  taken  a  back  seat  to  some  other  issues 
which  are  important  to  management  as  well  as  to  labor. 

It  is  not  at  all  unusual  for  us  to  see  management  with  a  larger 
set  of  demands  than  labor. 

Mr.  Natcher.  Mr.  Roybal,  I  yield  to  you. 

HEALTH  CARE  COST  INCREASES 

Mr.  Roybal.  Thank  you,  Mr.  Chairman. 

I  only  have  one  question,  and  this  is  with  regard  to  health  care 
containment,  and  you  stated  that  your  recent  survey  has  shown 
that  the  average  company  spends  21.6  percent,  or  did  spend  that 
much  more  last  year  to  provide  doctor  and  hospital  care. 

If  that  is  the  percentage  of  increase  to  the  employer,  would  it  be 
fair  to  assume  that  same  increase  transfers  to  the  recipient? 

Mr.  DeLury.  That  is  a  tough  one.  We  will  try  to  find  an  answer. 
The  source  of  that  22  percent  increase  is  a  survey  by  Foster  Higgins 
and  Company  in  New  York.  We  could  go  back  and  see  if  there  was 
any  corresponding  information. 

Mr.  Roybal.  I  would  like  to  know,  to  see  if  the  person  that  comes 
under  this  particular  Act  also  had  an  increase  of  that  percentage.  I 
would  like  to  know  also  whether  or  not  his  cost  also  increased  in 
the  same  percentage  as  the  employer  with  regard  to  their  annual 
cost  for  care,  medical  care. 

Of  course,  you  stated  that  the  cost  to  employers  has  risen  46.3 
percent. 

Mr.  DeLury.  Yes,  sir. 

Mr.  Roybal.  And  it  is  estimated  that  the  cost  of  health  care  con- 
sumes 25  percent  of  corporate  profits  annually.  Does  that  mean, 
then,  that  the  cost  of  operation  of  the  companies  in  question  has 
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increased  by  46.3  percent,  or  does  it  mean  that  just  that  one  item 
has  increased  by  46.3  percent? 

Mr.  DeLury.  I  believe  it  is  just  that  one  item  that  has  increased. 

Mr.  Roybal.  Do  you  have  any  estimate  as  to  what  the  overall 
cost  would  be,  so  we  can  try  to  determine  just  the  percentage  cost 
of  care,  that  is,  the  increase  of  the  percentage  cost  of  care  up  to 
this  time? 

Mr.  DeLury.  I  am  going  to  ask  Brian  to  pick  up  on  that,  Con- 
gressman. 

HEALTH  CARE  ISSUES  IN  COLLECTIVE  BARGAINING 

Mr.  Flores.  The  figures  that  you  stated  have  triggered  a  great 
deal  of  controversy  at  the  bargaining  table,  because  either  the  en- 
terprise itself  absorbs  the  increase  in  costs,  or  it  looks  for  some  way 
to  shed  that  cost. 

What  has  happened  is  employers  have  come  to  the  table,  and 
they  have  suggested  to  the  employees,  in  some  cases  more  than  a 
suggestion,  that  there  be  a  sharing  of  these  costs  between  the  em- 
ployees and  the  employer,  and  they  have  tried  to  demonstrate  in 
some  cases  the  size  of  the  increase  of  these  costs. 

Let  me  give  you  an  example.  In  a  recent  negotiation  we  had  with 
a  very  large  Fortune  500  Company  an  increase  of  $2.23  was  needed 
the  very  first  day  of  the  agreement  to  maintain  current  health  care 
benefits. 

The  previous  contract  was  settled  for  a  total  of  $2.63,  wages  and 
benefits,  so  you  can  see  the  impact  that  has  on  collective  bargain- 
ing. That  contract  was  settled  without  a  work  stoppage,  thanks  to  a 
cooperative  program  we  had  implemented  but  this  issue  put  ex- 
treme pressure  on  the  collective  bargaining  process. 

HEALTH  CARE  COST  INCREASES 

Mr.  Roybal.  It  would  be  interesting  to  know  just  where  that  in- 
crease takes  place.  Is  it  just  the  employer  that  is  suffering,  or 
whether  the  recipients  also  suffer,  and  if  so,  why  is  the  cost  going 
up  so  dramatically  every  year? 

Has  a  study  been  made  to  determine  why  it  is  that  the  cost  con- 
tinues to  increase?  I  have  my  own  ideas,  but  

Mr.  DeLury.  We  are  not  experts  in  the  area  of  health  care  costs. 

Mr.  Roybal.  But  you  are  experts  in  negotiations  and  you  are  ex- 
perts in  matters  of  percentages,  apparently,  because  you  do  quote 
percentages  in  this  testimony  here. 

Mr.  DeLury.  Congressman,  we  heard  a  figure  that  currently  12 
percent  of  the  GNP  goes  to  health  care  costs.  There  is  a  projection 
that  by  the  year  2000  it  is  to  go  to  20  percent — absolutely  stagger- 
ing. 

Mr.  Roybal.  We  have  the  same  figure  in  the  Committee  on 
Aging,  that  the  figure  is  in  the  neighborhood  of  12  percent  of  the 
Gross  National  Product,  and  we  look  at  it  from  the  standpoint  that 
if  the  trend  continues,  that  it  will  go  as  high  as  you  have  stated. 
We  don't  know  that  it  will  or  that  it  won't,  but  it  is  estimated  that 
it  will. 

On  the  other  hand,  I  think  it  clearly  illustrates  that  the  cost  of 
medicine  is  increasing  on  a  daily  basis,  increasing  faster  than  the 
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pharmacy  that  is  used,  increasing  also  faster  than  the  equipment 
and  so  forth,  general  cost  of  a  possible  operation. 

Why?  Is  it  the  doctor  that  is  responsible  for  that,  the  pharmaceu- 
tical companies  responsible  for  it?  Surely,  the  beneficiaries  are  not 
responsible  for  it.  He  has  to  be  taken  care  of,  and  he  is  not  respon- 
sible for  the  increase. 

He  goes  there  and  he  likes  to  be  taken  care  of,  as  we  all  do.  Who 
is  responsible  for  making  a  study  like  that? 

Mr.  DeLury.  My  understanding  is  that  there  is  a  study  under 
way  in  the  Administration.  I  thought  that  the  Congress  itself  was 
looking  into  the  matter  of  some  of  the  questions  pertaining  to  in- 
creasing health  care  costs  and  how  to  bring  costs  under  control. 

My  wife  was  in  the  hospital  as  an  outpatient  for  three  hours  of 
minor  surgery  and  released.  The  total  bill  on  that  was  $3,800.  It  is 
absolutely  staggering.  My  insurance  pays  for  it,  but  my  premium 
keeps  going  up  to  cover  that. 

Mr.  Roybal.  I  can  beat  that.  I  was  in  the  hospital  for  three 
nights  and  four  days.  And  I  had  doctors  coming  in  standing  at  the 
door  and  asking  me  one  question,  "How  do  you  feel  today?"  I  re- 
sponded, I  wasn't  feeling  very  good.  And  they  left. 

But  when  I  left  the  hospital,  four  doctors  came  in  during  that 
time.  I  had  a  bill  from  all  four  of  them,  and  none  of  them  even 
came  within  reach  of  my  bed,  all  from  the  door.  Now  that  is  a 
quick  way  to  earn  a  buck.  And  then  that  payment  was  made 
through  my  insurance  and  the  committee  here. 

I  also  took  advantage  of  medicare,  because  I  have  it.  But  how 
many  individuals  go  through  the  same  thing?  Is  this  one  reason 
why  the  cost  of  medicine  is  increasing?  I  would  say  yes.  But  that  is 
only  one  reason. 

I  was  just  wondering  if  anyone  made  a  study  to  find  out  why,  so 
that  we  could  start  making  some  adjustments  when  the  time  comes 
for  a  national  health  plan  for  this  Nation.  I  think  that  it  is  over- 
due. We  are  the  only  industrialized  nation  in  the  world  outside  of 
South  Africa,  and  being  in  the  same  boat  with  South  Africa  is  not 
the  best  thing  as  far  as  I  can  see. 

But  nevertheless,  we  are  the  only  two  nations  in  the  world  that 
do  not  have  a  national  health  plan.  Our  senior  citizens  are  going 
broke  when  they  need  long-term  care,  for  example.  Not  only  senior 
citizens.  Young  people,  young  couples  with  growing  children  who 
have  to  have  long-term  care  for  one  reason  or  another  are  going 
broke  in  this  Nation. 

And  I  think  that  something  has  to  be  devised  to  bring  down  the 
costs  of  medicine,  and  at  the  same  time  provide  the  services  that 
are  needed  in  the  United  States. 

Mr.  Flores.  Congressman,  one  of  the  things  that  we  are  hearing 
at  the  bargaining  table  from  both  sides  is  that  as  an  issue,  the  de- 
livery of  health  care  and  the  cost  of  health  care  is  getting  too  large 
for  the  bargaining  table,  and  the  parties  are  not  able  to  solve  it  at 
the  bargaining  table. 

Mr.  Roybal.  But  you  know,  the  subject  matter  is  something  that 
everybody  talks  about,  just  like  the  weather,  but  nobody  does  any- 
thing about  it.  I  think  it  is  high  time  we  started  doing  something 
about  it. 

Thank  you,  Mr.  Chairman. 
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Mr.  DeLury.  Congressman,  we  will  be  happy  to  supply  whatever 
information  we  have  back  at  the  shop  for  the  record. 

Mr.  Roybal.  Please  do.  I  would  like  to  have  it  for  the  record,  and 
I  would  also  like  to  have  a  copy  of  that  in  my  office. 

Mr.  DeLury.  Yes,  sir. 

[The  information  follows:] 
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By  all  available  measures  health  care  costs  are  dramatically 
increasing  for  employees.  These  increases  are  the  result  of:  a 
switch  from  health  care  plans  where  all  premiums  were  paid  by  the 
employer  to  those  where  the  employee  must  now  contribute;  an 
increase  in  the  dollar  amount  of  premium  contributions;  or  an 
increase  in  deductibles  and  co-payments.    These  are  all  a  reaction 
to  the  increased  cost  of  medical  care. 

A  1989  study  by  the  U.S.  Health  Care  Financing  Administration 
(HCFA)  shows  a  13.8  percent  increase  in  health  care  costs  from  1988 
to  1989  for  private  employers  and  an  increase  of  12.3  percent  for 
private  sector  employees.     In  addition,  out-of-pocket  health  care 
spending  by  employees  increased  by  8.1  percent  in  that  one-year 
period. 

Another  measure  of  employee  costs  is  a  study  conducted  by  the 
U.S.  Department  of  Labor's,  Bureau  of  Labor  Statistics.  This 
Employee  Benefits  Survey  looked  at  medium  and  large  private 
establishments  in  the  United  States  (those  employing  100  or  more 
workers)  and  recorded  health  care  costs  for  32  million  full-time 
employees.     In  1989,  the  latest  year  data  is  available,  92  percent 
of  all  employees  were  covered  by  a  medical  care  plan.     Of  those,  47  ; 
percent  had  to  contribute  towards  the  cost  of  single  coverage  and 
66  percent  had  to  contribute  : Howards-  the: cost  of  family  coverage. 
Premiums  have  also  increased.  With  single  employee  contributions  of 
$25.31  per  month  and  family  coverage  of  $72.10  per  month  in  1989 
compared  with  average  single  contributions  of  $19.00  and  family 
coverage  of  $60.00  per  month  in  1988.    Tlius,  average  single 
employee  contributions  have  increased  33.2  percent  over  1988  and 
average  family  contributions  have  increased  20.2  percent  in  that 
same  one-year  period. 

A  study  released  recently  by  Foster  Higgins  and  Company  of  New  j 
York,  a  major  benefits  consulting  firm,  shows  that,   in  1990,  57 
percent  of  all  companies  surveyed  required  employees  to  contribute  j 
for  health  care  benefits,  which  is  up  from  45  percent  in  1989.     Of  ! 
those  requiring  a  contribution  of  workers,  the  contribution 
increased  by  39  percent  from  1989  to  1990.     For  family  health  care 
coverage,  80  percent  of  employers  surveyed  required  a  contribution  I 
from  workers.  This  is  up  from  75  percent  in  1989.     Of  those 
requiring  contributions  for  family  coverage,  the  average  increase  j 
was  29  percent  from  1989  to  1990. 

Yet  another  measure  of  the  increasing  costs  of  health 
insurance  for  employees  is  the  survey  of  Employer  Bargaining 
Objectives  for  1991  conducted  by  the  Bureau  of  National  Affairs 
( BNA ) .     BNA  noted  that  "The  spiraling  cost  of  health  care  coverage 
has  dominated  bargaining  this  year,  and  will  continue  to  do  so  next  j 
year . "    The  report  went  on  to  state  that  "With  health  care  costs 
continuing  to  soar,  50  percent  of  survey  respondents  said  they  will  i 
seek  additional  cost  containment  measures  at  the  bargaining  table 
next  year.     Of  the  58  percent  of  employers  who  already  require 
workers  to  contribute  to  health  insurance  premiums,  61  percent  will 
seek  to  increase  payments.    Of  the  42  percent  who  do  not  require 
employee  contributions,  60  percent  will  seek  to  institute  them. 
Fifty-seven  percent  of  employers  will  seek  to  raise  or  institute 
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deductibles."     This  report  is  based  on  the  results  of  a  survey 
conducted  by  BNA's  Collective  Bargaining  Negotiations  and  Contracts 
Service,  mailed  to  385  companies  with  a  response  by  204  firms  in 
both  manufacturing  and  non-manufacturing. 

This  answer  is  a  summary  of  information  provided  to  the 
Subcommittee  staff  and  to  Mr.  Rovbal  directly. 
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FIELD  OFFICES 

Mr.  Natcher.  Your  agency  has  76  field  offices,  with  an  average 
of  two  to  three  people  per  office.  Has  the  number  of  offices  declined 
over  the  last  decade  in  proportion  to  staffing  reductions? 

Mr.  DeLury.  No,  it  is  pretty  stable.  It  is  basically  the  same. 

Mr.  Natcher.  Is  turnover  low  enough  that  staffing  imbalances 
are  not  a  serious  problem  anymore? 

Mr.  DeLury.  I  think  it  has  leveled  out.  If  you  go  back  and  look 
at  the  statistics,  we  went  from  575  people  in  the  1970's  to  315  with 
workload  going  down  at  the  same  time.  However,  it  appears  that 
this  decline  has  stopped. 

Ms.  Durkin.  We  still  have  a  small  problem  with  staffing  imbal- 
ances, and  that  is  one  of  the  reasons  we  have  asked  for  an  increase 
in  station  transfer  funds.  We  have  $51,000  in  the  1991  budget,  and 
we  are  asking  for  $151,000  in  1992.  Rather  than  hiring  in  certain 
places,  we  prefer  to  transfer  from  stations  where  there  is  a  staffing 
excess. 

Mr.  DeLury.  We  prefer  to  transfer  an  experienced  mediator. 

Mr.  Natcher.  Have  you  recently  done  a  cost  analysis  to  see  if 
there  would  be  any  net  savings  by  consolidating  some  of  these  of- 
fices, and  increasing  time  and  travel? 

Mr.  DeLury.  Well,  we  talk  about  that  at  our  management  meet- 
ings, and  I  brought  that  subject  up,  too.  I  think  the  staff  has  con- 
vinced me,  though,  that  the  way  we  are  structured  now  is  the  most 
cost-efficient  way  to  be  structured. 

However,  I  think  we  have  to  keep  looking  at  that. 

Mr.  Flores.  We  have  also  shifted  boundaries  of  stations  to  even 
out  the  workload  among  stations,  rather  than  incur  the  cost  of 
shifting  people — the  social  costs  as  well  as  the  actual  costs.  That  is 
an  ongoing  process  between  the  nine  District  managers  and  us. 

NATIONAL  OFFICE  RELOCATION 

Mr.  Natcher.  You  have  requested  $558,000  to  relocate  your 
headquarters.  Why  is  this  move  necessary? 

Mr.  DeLury.  I  wish  it  weren't,  but  we  are  told  that  the  building 
we  occupy  has  to  be  brought  up  to  standards.  For  one  thing,  it 
doesn't  have  the  required  fire  prevention  system.  I  understand  the 
General  Services  Administration  requires  an  additional  set  of 
stairs,  and  we  don't  have  that. 

GSA  is  looking  for  a  new  site  for  us.  We  haven't  identified  any- 
thing yet,  and  we  will  see  what  happens  on  that,  but  those  are  the 
major  reasons. 

Ms.  Durkin.  Our  lease  is  expiring,  and  we  are  not  sure  that  the 
current  owner  is  going  to  offer  our  building  in  a  bid. 
Mr.  Natcher.  When  will  the  move  occur,  any  idea? 
Mr.  DeLury.  It  is  supposed  to  occur  in  November  of  1991. 
Mr.  Natcher.  How  much  of  this  request  is  a  one-time  cost? 
Mr.  DeLury.  The  majority,  I  think  

Ms.  Durkin.  Of  the  $558,000,  $440,000  is  increased  cost  of  rental 
space.  That  will  be  recurring.  The  rest  is  non-recurring  cost. 

Mr.  Natcher.  What  expense  will  be  paid  by  the  General  Services 
Administration,  any? 


116 


Ms.  Durkin.  They  pay  only  for  the  relocation  of  office  equipment 
and  furniture. 

Mr.  Natcher.  What  are  the  changes  in  rates  and  square  footage 
between  your  current  location  and  the  new  proposed  location? 

Ms.  Durkin.  Basically,  not  much  has  changed.  They  have  said 
that  our  present  square  footage  is  sufficient  for  the  next  move,  if 
we  have  to  move,  so  the  actual  square  footage  wouldn't  change. 

LABOR-MANAGEMENT  COOPERATION  PROGRAM 

Mr.  Natcher.  The  President  has  again  proposed  the  elimination 
of  the  Labor-Management  Cooperation  Program  on  the  grounds 
that  the  parties  should  fund  their  own  programs.  What  was  the 
total  number  and  dollar  amount  of  grant  applications  which  you 
received  from  1981  to  1990,  and  how  many  were  you  able  to  award? 

Ms.  Durkin.  We  don't  have  those  figures  by  individual  years,  but 
we  can  provide  them.  Over  the  10-year  period  of  this  grants  pro- 
gram, we  have  received  524  applications  requesting  $38,800,000 
worth  of  grants. 

We  have  been  able  to  fund  148  committees,  and  we  have  been 
able  to  provide  a  little  over  $9,000,000  in  grants. 

Mr.  DeLury.  We  have  awarded  grant  funds  totaling  23  percent 
of  the  requested  amounts,  and  have  been  able  to  award  grants  to 
28  percent  of  the  grant  applicants  that  have  asked  for  it. 

Mr.  Natcher.  Can  you  tell  us  exactly  how  these  grants  are  used? 

Mr.  DeLury.  Yes,  sir.  Grant  money  is  used  to  seed  work  site,  in- 
dustry and  area  labor-management  committees  to  help  them  with 
an  array  of  things  that  the  parties  wish  to  undertake. 

It  could  be  improving  the  quality  of  a  good  or  a  service;  it  could 
be  increasing  productivity;  it  could  be  improving  communications 
or  education  of  employees;  it  could  be  doing  work  that  benefits  the 
community  or  the  United  States. 

For  example,  we  funded  an  industry-labor  committee  to  develop 
projects  that  help  clean  up  the  environment.  The  Grant  Review 
Board,  which  looked  at  the  requests  for  funds,  thought  that  would 
be  a  good  project.  That  is  just  an  example.  Education  is  becoming 
the  focus  of  requests  of  different  applicants. 

Mr.  Natcher.  For  those  receiving  the  grants,  do  you  think  they 
would  have  set  up  these  committees  without  Federal  funding? 

Mr.  DeLury.  Some  may  have;  I  think  many  would  not  have. 

Mr.  Natcher.  Do  you  automatically  extend  all  grants  which  re- 
quest continued  funding? 

Mr.  DeLury.  Not  automatically,  sir.  In  1990  three  out  of  four  re- 
ceived  a  continuation  grant. 

Ms.  Durkin.  We  have  had  continuation  funds  for  only  two 
years — last  year  and  in  1984.  In  the  other  years,  we  couldn't 
extend. 

Mr.  Natcher.  Have  you  done  a  formal  program  evaluation  of 
these  grants? 

Mr.  DeLury.  No,  sir,  we  haven't  done  a  formal  one  recently.  We 
are  trying  to  put  together  methodology  to  measure  program  effec- 
tiveness. We  use  an  informal  approach.  The  Director  of  the  Labor- 
Management  Cooperation  Program,  our  District  Directors,  the 
Deputy  Director,  and  I  try  to  evaluate  the  effectiveness  of  the 
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grant  after  it  is  awarded.  From  what  we  can  see  so  far,  all  of  the 
objectives  are  being  met  by  the  applicants  who  are  granted  fund- 
ing. 

AUTOMATED  DATA  PROCESSING 

Mr.  Natcher.  What  is  the  current  extent  of  your  agency's  auto- 
mation, and  what  are  your  plans  for  the  future? 
Mr.  DeLury.  I  willxlefer  to  Brian. 

Mr.  Flores.  We  have  no  major  plans  to  change  any  of  the  auto- 
mated systems  that  we  have.  We  have  automated  the  Arbitration 
Services  Division;  we  have  automated  the  reporting  requirements 
for  the  field.  Most  of  the  efforts  in  automation  today  are  enhanced 
ones;  current  systems  that  are  in  place,  and  we  don't  anticipate 
any  new  systems. 

Mr.  Natcher.  You  have  requested  $57,000  for  equipment,  is  this 
largely  for  computers? 

Ms.  Durkin.  The  $57,000  includes  $45,000  for  ADP  equipment, 
and  that  is  basic  replacement.  It  is  not  for  new,  expanded  equip- 
ment purchases.  The  $57,000  includes  $10,000  for  furniture  and 
equipment — again,  replacement  of  broken  equipment,  and  $2,000 
for  audio-visual  equipment — again,  simply  replacement. 

The  entire  equipment  budget  is  meant  to  maintain  the  status 
quo. 

labor-management  relations 

Mr.  Natcher.  Just  generally,  how  has  the  current  economic  re- 
cession affected  labor-management  relations?  Just  generally  speak- 
ing. 

Mr.  DeLury.  There  is  no  question  that  it  makes  it  difficult  at  the 
bargaining  table  when  the  unemployment  rate  is  the  way  it  is  and 
there  is  a  downturn  in  the  economy.  The  parties  are  affected  by 
the  economy  so  much;  it  influences  everything  that  happens  at  the 
bargaining  table — what  Congressman  Roybal  was  talking  about— 
from  health  care  costs,  to  training,  to  pay  increases  or  any  other 
items  that  the  parties  discuss. 

Mr.  Natcher.  Mr.  Roybal,  I  yield  to  you. 

Mr.  Roybal.  I  don't  have  any  more  questions. 

Mr.  Natcher.  Mr.  DeLury,  we  want  to  thank  you  and  your  asso- 
ciates for  appearing  before  our  committee  at  this  time  on  behalf  of 
your  budget  request,  and  this  has  been  a  good  hearing,  and  Mr. 
DeLury,  we  appreciate  it. 

Mr.  DeLury.  Thank  you,  sir.  We  appreciate  it,  too. 

Mr.  Natcher.  The  committee  will  now  adjourn  until  2:00 
Monday. 

[Questions  and  answers  for  the  record  and  the  justifications 
follow:] 
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The  following  questions  were  submitted 
to  be  answered  for  the  record: 


PAY  RAISE 

Mr.  Natcher:     What  is  the  amount  of  the  annualized  1991  pay  raise 
and  the  1992  pay  raise?    What  amount  is  being  absorbed  in  1992? 

Mr.  DeLury:  The  Service's  annualized  cost  of  the  January  1991  pay 
raise  (4.1%)  is  $737,000.     The  FY  1992  cost  of  the  January  1992  pay 
raise  is  $639,000.     The  FMCS  FY  1992  Congressional  Appropriation 
Request  contains  full  funding  for  these  pay  raises,  so  there  is  no 
absorption  of  costs  from  other  FMCS  programs  or  activities. 

AUTOMATED  DATA  PROCESSING 

Mr.  Natcher:     Provide  a  5-year  table  on  ADP  spending.     Describe  the 
current  extent  of  your  automation  and  any  improvements  which  are 
included  in  the  1992  request. 

Mr.  DeLury:     A  5-year  table  on  ADP  spending  follows: 

Five-Year  Table  of 
ADP  Spending 


FY 

92 

FY 

9; 

FY 

90 

FY 

89 

FY 

88 

Estimate 

Estimate 

Act 

ual 

Actual 

Act 

ual 

Equipment  Rental 

$70, 

000 

$70, 

000 

$76, 

463 

$81, 

102 

$81, 

596 

Maintenance 

60, 

000 

59, 

000 

48, 

053 

65, 

846 

68, 

904 

Operations  Support 

113, 

000 

106, 

000 

107, 

644 

108, 

980 

181, 

190 

Supplies 

45, 

000 

45, 

000 

103, 

834 

69, 

103 

20, 

222 

Equipment  Purchase 

45, 

000 

50, 

000 

59, 

682 

211, 

613 

133, 

066 

Total 

$333, 

000 

$330, 

000 

$395, 

676 

$536, 

644 

$484, 

978 

FMCS  has  a  comprehensive  ADP  system.     The  Case  Administration 
System  covers  the  Service's  dispute  mediation,  preventive  mediation 
and  public  information  activities.     It  is  fully  automated  on  a 
nationwide  basis  through  a  computer  network  which  links  the  nine 
FMCS  district  offices  with  headquarters.     It  is  an  integrated 
system  from  data  entry,  to  automatic  electronic  case  distribution, 
to  case  tracking  and  reporting. 

The  Service's  arbitration  program  is  also  automated,  including 
an  integrated  case  tracking  system. 

In  addition  to  the  two  major  program  areas  described  above, 
computer  support  is  provided  for  virtually  every  FMCS 
organizational  element. 

Major  ADP  objectives  for  FY  1992  are  as  follows: 

-  An  upgrade  of  our  Case  Administration  System  to  enable 
more  precise  tracking,  cost  allocation,  and  analysis  of 
mediation  and  related  field  activities. 
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-  A  study  of  our  Automated  Arbitration  Processing  System  and 
procedures  to  identify  areas  of  potential  productivity 
gains.     Routine  maintenance  will  continue  to  accommodate  new 
requirements . 

-  All  utility  software  such  as  operating  systems,  the  Database 
Management  Systems  (DBMD),  and  communications  software  will 
be  brought  up-to-date  with  manufacturers'  recommendations. 

-  Re- implementation  of  the  Service's  ADP  Steering  Committee  to 
evaluate  ideas  and  recommendations  of  all  employees.  This 
standing  committee  will  be  composed  of  representatives  of 

a  cross  section  of  FMCS  organizations. 

LABOR-MANAGEMENT  COOPERATION  PROGRAM 

Mr.  Natcher:     Provide  a  10-year  history  on  the  applications  and 
awards  of  Labor-Management  Cooperation  Program  grants. 

Mr.  DeLury:  A  table  on  the  10-year  history  on  grants  follows: 


Labor-Management  Cooperation  Program 
Ten-Year  History  of  Awards/Applications 


FY 

No.  of 

Amount 

Number 

Amount 

Year 

Applications 

Requested 

Awarded 

Awarded 

1981 

63 

$  4,800,000 

14 

$  999,856 

1982 

22 

1,400,000 

8 

486,252 

1983 

33 

2,300,000 

7 

500,000 

1984 

30 

2,200,000 

17* 

999,996 

1985 

71 

5,300,000 

16 

1,000,000 

1986 

60 

4,300,000 

14 

931,582 

1987 

50 

3,300,000 

16 

1,000,000 

1988 

61 

5,200,000 

14 

817,000 

1989 

62 

4,400,000 

14 

999,640 

1990 

72 

5.600.000 

28** 

1,387,669 

Total 

524 

$38,800,000 

148 

$9,121,995 

♦Includes  3  Continuation  Grants 
**Includes  12  Continuation  Grants 

STRATEGIC  PLAN 

Mr.  Natcher:  Briefly  describe  the  agency's  strategic  plan  if  it  is 
still  operational. 

Mr.  DeLury:     In  January  1989,  a  long-range  plan  was  adopted  and 
implemented  by  FMCS  management.     The  stated  goal  was  to  make  the 
Service  a  truly  integrated  organization — one  that  brings  together 
its  expertise  in  dispute  settlement,  relationship  building,  and 
crisis  management  to  minimize  conflict  and  maximize  sound 
relationships. 

In  the  period  since  that  time  we  have  taken  the  following 
steps : 
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-  Studied  the  existing  assignment,  reporting  and  tracking 
systems  to  improve  efficiency  and  provide  more  management 
information  on  our  activities. 

-  Reviewed  methods  of  managing  district  and  agency  resources 
and  reorganized  the  management  structure  to  provide  ready  access 
for  the  district  managers  to  the  Deputy  Director  and  the  Director. 
This  flat  management  structure  has  improved  the  agency  response  to 
the  management  of  conflicts  at  a  time  when  hours  can  mean  the 
difference  between  success  and  failure  in  collective  bargaining. 

-  In  the  area  of  Alternative  Dispute  Resolution  (ADR)  FMCS  has 
been  written  into  two  new  pieces  of  legislation  which  encourage 
alternative  methods  of  dispute  and  conflict  resolution.  The 
legislation  is  the  Administrative  Dispute  Resolution  Act  and  the 
Negotiated  Rulemaking  Act  of  1990.     All  of  the  Service's  ADR 
activities  are  reported  to  the  field  on  a  regular  basis  with 
appropriate  narrative  to  offer  guidance  for  inquiries  which  may 
arise  in  similar  situations. 

-  We  have  instituted  a  Department  of  Field  Services  and 
Training  which  serves  mediators  with  information  and  training 
geared  to  their  needs  and  provides  answers  to  particular  problems 
in  the  rapidly  changing  collective  bargaining  process. 

-  We  have  reviewed  mediator  recruitment  and  hiring  procedures 
and  have  found  that  the  qualifications  for  mediators  have  not 
changed  substantially  over  the  years.    However,  we  have  re- 
emphasized  the  need  for  solid  collective  bargaining  experience  as 
the  foundation  for  success,  with  a  knowledge  of  instructional 
skills  and  a  highly  attuned  sense  of  the  collective  bargaining 
climate  which  now  exists. 

-  We  are  presently  engaged  in  assessing  the  individual  needs 
of  field  managers  and  have  conducted  small  group-focused  training 
in  communications,  economic  trends,  etc. 

-  We  are  planning  to  train  all  of  the  district's  Preventive 
Mediation  Coordinators  in  a  program  developed  jointly  between  FMCS 
and  the  Department  of  Labor's  Bureau  of  Labor-Management  Relations 
and  Cooperative  Programs.     The  module  is  on  Committee  Effectiveness 
and  Training.     It  addresses  one  of  the  largest  problems  we  face  in 
the  establishment  and  maintenance  of  labor-management  committees. 
This  cadre  of  trainers  will  return  to  their  districts  and  train 
other  mediators  in  order  to  make  the  most  efficient  use  of  our 
funds. 

-  We  have  the  delivery  of  arbitration  services  under 
continuous  review  in  order  to  assure  the  shortest  turn-around  time 
for  the  provision  of  panels  and  to  monitor  the  delivery  of  awards 
by  arbitrators  after  hearings.     We  will  strive  for  the  most 
cost-effective  and  professional  service  available  in  this 
important  dispute  resolution  process. 

Our  strategic  planning  will  continue  to  be  a  dynamic  process 
in  which  we  address  current  and  future  needs.     We  intend  to  remain 
very  much  a  part  of  the  collective  bargaining  process  and  not  fall 
behind  in  the  march  to  achieving Miodte^fcrial  peace. 
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ARBITRATION 

Mr.  Nat cher:     Describe  the  process  for  reviewing  arbitrators 
currently  on  the  roster. 

Mr.  DeLury:     The  Service  has  created  an  Arbitration  Review  Board 
(ARB)  to  review  the  performance  of  arbitrators  on  the  FMCS  Roster. 
The  Board's  duties  include: 

-  Review  of  qualifications  of  all  applicants  for  listing  on 
the  Arbitration  Roster. 

-  Review  of  the  status  of  all  persons  whose  continued 
eligibility  for  listing  on  this  Roster  has  been  questioned. 

-  Making  recommendations  to  the  Director  regarding  acceptance 
or  rejection  of  applicants  for  listing  on  the  Roster,  or 
regarding  withdrawal  of  listing  on  the  Roster. 

The  ARB  is  composed  of  the  Director  of  Arbitration  Services,  a 
district  director,  a  mediator  who  has  arbitration  experience,  and 
other  FMCS  managers.     The  Board  meets,  every  six  to  eight  weeks  to 
perform  its  duties. 

Mr.  Natcher:     How  often  are  arbitrators  dropped  off  the  roster? 

Mr.  DeLury:  Arbitrators  are  removed  as  needed.  Each  year  20  to  30 
arbitrators  are  dropped  from  the  roster.  ^ 

WORKLOAD 

Mr.  Natcher:     How  do  you  forecast  your  workloads? 

Mr.  DeLury:     The  Service  develops  its  dispute  mediation  workload 
projections  by  using: 

-  The  actual  workload  in  terms  of  dispute  case  assignments  for 
the  three  preceding  fiscal  years  and  recent  trends  in 
dispute  notices. 

-  An  added  increment  of  case  assignments  arising  from  new 
National  Labor  Relations  Board  (NLRB)  and  Federal  Labor 
Relations  Authority  (FLRA)  bargaining  certifications. 

-  The  level  of  contracts  scheduled  to  expire  in  the  public  and 
private  sectors. 

Since  preventive  mediation  and  public  information  and 
educational  activities  do  no  emanate  from  our  customary  source, 
contract  expiration  notices,  the  Service  uses  the  expertise  of  its 
staff  to  project  workload  figures.     Each  year  field  managers 
estimate  this  workload  based  on  their  knowledge  of  the  collective 
bargaining  process,  the  need  of  the  labor-management  parties  to 
adjust  to  the  economic  climate  in  their  area,  and  our  manager's 
perception  of  union  demands  and  strength  on  such  issues  as  job 
security  and  health/welfare  benefits. 
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FEDERAL  MEDIATION  AND  CONCILIATION  SERVICE 
SALARIES  AND  EXPENSES 

TITLE  III— FEDERAL  MEDIATION  AND  CONCILIATION  SERVICE 
SALARIES  AND  EXPENSES 


For  expenses  necessary  for  the  Federal  Mediation  and 
Conciliation  Service  to  carry  out  the  functions  vested  in 
it  by  the  Labor -Management  Relations  Act,  1947  (29  U.S.C. 
171-180,  182-183),  including  hire  of  passenger  motor  vehi- 
cles; [and  for  expenses  necessary  for  the  Labor-Management 
Cooperation  Act  of  1978  (29  U.S.C.  175a);]  and  for  expenses 
necessary  for  the  Service  to  carry  out  the  functions  vested 
in  it  by  the  Civil  Service  Reform  Act,  Public  Law  95-454 
(5  U.S.C.  chapter  71),  C$27,705,000]  $28,145,000.  (Depart- 
ments of  Labor,  Health  and  Human  Services,  and  Education, 
and  Related  Agencies  Appropriations  Act,  1991.) 
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AMOUNTS  AVAILABLE  FOR  OBLIGATION 


FY  1991  FY  1992 

Full -Time   Full -Time  

Equivalent     Amount  Equivalent  Amount 

Amount  available  for 

obligation   3151/  $27,037,000^/  315  $28,145,000 


V  Funded  level  of  FTE.    Authorized  level  is  325  FTE. 

£/  Reflects  a  reduction  in  the  appropriation  of  $668,000  pursuant 
to  P.L.  101-467  and  P.L.  101-517. 
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SUMMARY  OF  CHANGES 


1991  Estimated  Obligations  $27,037,000 

1992  Estimated  Obligations   28,145,000 

Net  Changes  +$1,108,000 

Increases  Change  from  Base 

  full -Time  

I.    Built-in:  Equivalent  Amount 


Increase  in  salary  costs  of  315  full-time 
equivalents   —  +$1,076,000 

Increase  in  retirement  cost  of  the  Civil 
Service  Retirement  System;  the  Federal 
Employees  Retirement  System  (FERS) ;  and 

the  FERS  Thrift  Contributions   »  109,000 

Increase  in  FICA  and  Medicare 
payments   —  74,000 

Increase  in  health  benefits  and  life 
insurance   —  24,000 


Increase  in  Employee  Compensation  Payments  69,000 

Increase  for  field  travel;  new  mediator 
travel  and  miscellaneous  transportation 

costs   —  39,000 

Increase  for  relocation  of  the  FMCS  National 
Office,  including  increased  cost  of  office 
space;  communications  charges;  postage 
charges;  office  repairs  and  alterations; 

and  printing  costs    558,000 


Increase  in  cost  of  field  office  space....        —  238,000 

Increase  in  Communications,  Utilities, 
and  Other  Rent  costs,  including  FTS,  GSA 
and  commercial  communications;  postage; 
reproduction  equipment  rental ;  and  con- 
ference room  rental   --  51,000 
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Full -time 

Equivalent  Amount 


Increase  for  guard  services;  mainte- 
nance of  office  machines  and  ADP 
equipment;  support  services  for 
ADP  development;  and  0PM 

investigations   —  35,000 

Increase  in  supplies  and  sub- 
scriptions  —  14,000 

II.  Program: 

Increase  in  station  transfers   —  100,000 

Total  Increases   »  +$2,387,000 

Decreases: 

I.  Built-in: 

Decrease  in  salaries  for  other  than  full- 
time  permanent  employees   --  4,000 

Decrease  in  ADP  Equipment   --  5,000 

II.  Program: 


Decrease  in  personnel  compensation,  personnel 
benefits,  and  related  overhead  expenses  for 
permanent  employees  engaged  in  the  Labor- 


Management  Cooperation  Program   --  207,000 

Decrease  in  Labor-Management 

Cooperation  Program  grants   ^Z.  1 ,063,000 

Total  Decreases   —  -$  1,279,000 

TOTAL  CHANGE   -  +$  1,108,000 
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PERSONNEL  SUMMARY 

Increase 
or 

1991         1992  Decrease 

Total  number  of  full-time 

permanent  positions   315  315 

Total  compensable  workyears: 
full -time  equivalent 

employment   315  315 


Average  ES  salary... 
Average  GS/GM  grade. 
Average  GS/GM  salary 


$105,525    $109,968  +$4,443 
12.16        12.10  -.06 
$53,196     $55,508  +$2,312 
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OBLIGATIONS  BY  OBJECT  CLASSIFICATION 

Increase 
or 


1991 

1992 

Decrease 

Personnel  Compensation: 

$16,709,000 

$17,632,000 

+$  923,000 

Other  than  full- 

61,000 

57,000 

_ 

4,000 

Other  personnel 

108,000 

108,000 

_  _ 

Total,  personnel 

16,878,000 

17,797,000 

+ 

919,000 

Personnel  benefits: 

3,389,000 

3,715,000 

+ 

326,000 

Benefits  for  former 

8,000 

8,000 

Travel  and  transportation 

1,238,000 

1,268,000 

+ 

30,000 

Transportation  of  things... 

9,000 

28,000 

+ 

19,000 

Standard  level  user  charges. 

2,722,000 

3,400,000 

+ 

678,000 

Communications,  utilities, 

1,094,000 

1,179,000 

+ 

85,000 

Printing  and  reproduction... 

33,000 

45,000 

+ 

12,000 

400,000 

494,000 

+ 

94,000 

141,000 

154,000 

+ 

13,000 

62,000 

57,000 

5,000 

Grants,  subsidies,  and 

1,063,000 

-1,063,000 

TOTAL  $27 ,037 ,000    $28 ,145 ,000    +$1 ,108 ,000 
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SIGNIFICANT  ITEMS  IN 
HOUSE  AND  SENATE  APPROPRIATIONS  COMMITTEE  REPORTS 


Item  Action  Taken  or  to  be  Taken 


No  specific  actions  recommended, 
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APPROPRIATION  HISTORY 

Estimates 
to  Congress 

House 
Allowance 

Senate 
Allowance 

Appropriation 

18,332,000 

18,332,000 

18,332,000 

Transition 

Quarter...  4,950,000 

4,576,000 

4,626,000 

4,626,000 

1977,  i  ! 

,  ,21,177,000 

21 ,177,000 

21,177,000 

21,177,000 

1978 

22,465,000 

22,465,000 

22,465,000 

22,465,000 

1979 

23,214,000 

23,214,000 

23,214,000 

A          A*    A  AAA 

23,214,000 

1980 

23,920,000 

23,820,000 

23,820,000 

23,820,000 

1981 

25,919,000 

25,919,000 

25,919,000 

25,919,000 

1982 

22.066.000 

26,075,000 

25,575,000 

24,552,000 

21 ,721 ,000 

21 ,321 ,000 

22,015,000 

1984.... 

..21,558,000 

23,258,000 

22,097,000 

23,258,000 

1985.... 

..22,685,000 

23,845,000 

23,885,000 

23,845,000 

23,394,000 

23,394,000 

22,388,000 

1987.... 

..23,220,000 

22,656,000 

24,390,000 

23,892,000 

25,601,000 

25,601,000 

24 ,2 70, 000 V 

1989.... 

..24,937,000 

26,127,000 

24,937,000 

25,813,0002/ 

26,380,000 

27,190,000 

26,554,0002/ 

1991.... 

..26,312,000 

27,705,000 

27,705,000 

27,037,0004/ 

1992  28,145,000 
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APPROPRIATION  HISTORY  FOOTNOTES 


V  Reflects  a  reduction  in  the  appropriation  for  travel  and  transporta- 
tion of  $240,000  pursuant  to  Section  512  of  the  Departments  of  Labor, 
Health  and  Human  Services,  and  Education,  and  Related  Agencies  Appro- 
priations Act,  1988,  as  found  in  P.L.  100-202. 

£/  Reflects  a  reduction  in  the  appropriation  of  1.2  percent  or  $314,000 
in  all  programs,  projects  and  activities  pursuant  to  Section  517  of 
the  Departments  of  Labor,  Health  and  Human  Services,  and  Education, 
and  Related  Agencies  Appropriations  Act,  1989,  as  found  in  P.L. 
100-436. 

2/  Reflects  a  reduction  in  the  appropriation  of  $231,000  in  programs, 
projects  and  activities  pursuant  to  P.L.  99-177  (Gramm-Rudman- 
Hol lings). 

V  Reflects  a  reduction  in  the  appropriation  of  $668,000  pursuant  to 
P.L.  101-467  and  P.L.  101-517. 
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FEDERAL  MEDIATION  AND  CONCILIATION  SERVICE 
BUDGET  ESTIMATES  FOR  FISCAL  YEAR  1992 


SAL AR I ES  AND  EXPENSES,  FEDERAL  MEDIATION  AND  CONCILIATION 
"SERVICE  (FMCS),  STATUTORY  AND  OTHER  LE6AL  AUTHORITIES 


The  mission  of  the  Service  is  to  prevent  and  to  mini- 
mize labor -management  disputes  having  a  significant  impact 
on  interstate  commerce  or  national  defense  throughout  the 
Nation,  both  in  the  private  and  public  sectors  of  the  economy, 
except  in  the  railroad  and  airline  industries.    In  partic- 
ular, the  agency  objective  is  to  prevent  work  stoppages  and 
to  reduce  their  duration  when  they  occur.    Statutory  and  other 
authorities  which  authorize  the  agency  programs  are: 

I.    The  Labor-Management  Relations  Act  of  1947 

(Public  Law  60-lQl,  29  U.S. C.  Sec.  l73roTFects  the 
Service  to  prevent  or  minimize  interruptions  of  the 
free  flow  of  commerce  growing  out  of  labor  disputes 
by  helping  the  parties  settle  such  disputes  through 
mediation.  Parties  are  required  to  notify  the  Ser- 
vice 30  days  prior  to  a  contract  termination  or 
modification  date  so  that  mediation  services  may  be 
proffered. 

The  Act  establishes  a  special  procedure  for 
threatened  or  actual  strikes  which  in  the  opinion 
of  the  President  imperil  the  national  health  or 
safety.    In  such  a  situation,  the  President  may 
appoint  a  board  of  inquiry  to  ascertain  the  facts 
with  respect  to  the  dispute.    After  receipt  of  the 
report,  the  President  may  seek  to  enjoin  the  strike 
for  not  more  than  80  days  upon  a  showing  that  the 
threatened  or  actual  strike  affects  a  substantial 
part  or  all  of  an  industry  and  would  imperil  the 
national  health  or  safety. 
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II.  The  Health  Care  Amendments  of  1974  (Public  Law  93-360, 
29  U.S.C.  Section  158(d)  amending  the  National  Labor 
Relations  Act)  include  special  responsibilities  to  pre- 
vent or  minimize  work  stoppages  in  the  health  care  in- 
dustry.   In  the  case  of  this  industry,  FMCS  must  be 
notified  60  days  before  the  termination  date.    A  30-day 
notice  is  required  in  initial  bargaining  situations. 
If,  in  the  opinion  of  the  Director,  a  strike  is  threat- 
ened which  would  interrupt  the  delivery  of  health  care  in 
the  locality,  the  Director  may  appoint  a  board  of  inquiry 
(29  U.S.C.  Section  183).    The  board  has  15  days  within 
which  to  operate  and  file  its  report  and  recommendations; 
the  parties  must  maintain  the  status  quo  for  15  days 
thereafter  while  further  negotiations  and  mediation  take 
place.    The  parties  are  required  to  cooperate  in  any 
mediation  efforts  by  FMCS. 

III.  The  Civil  Service  Reform  Act  of  1978  (Public  Law 
95-454,  5  U.S.C.  Section  7119)  directs  the  Service 
to  provide  mediation  assistance  in  disputes  arising 
from  negotiations  between  Federal  agencies  and  the 
exclusive  representatives  of  their  employees. 

IV.  The  Postal  Reorganization  Act  of  1970  (Public  Law 
91-375,  39  U.S.C.  Section  1207)  requires  the  Service 
to  establish  fact-finding  panels  and  arbitration 
boards  if  disputes  between  the  Postal  Service  and 
the  exclusive  representatives  of  its  employees 

are  not  resolved  prior  to  certain  statutory  dead- 
lines. 


V.    Executive  Order  11374,  dated  October  11,  1967, 
transferred  the  responsibilities  of  the  Missile 
Sites  Labor  Commission  (created  by  Executive  Order 
10946)  to  FMCS. 

VI.    The  Federal  Insecticide,  Fungicide  and  Rodenticide 
Act  of  1978  (Public  Law  95-396,  7  U.S.C.  136a(a)) 
requires  the  Service  to  provide  for  the  appointment 
of  arbitrators  to  decide  disputes  concerning  compen- 
sation for  the  use  or  development  of  pesticide 
registration  data. 
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VII.    The  Labor-Management  Cooperation  Act  of  1978  (Public 
Law  95-524,  29  U.S. C.  175a)  amended  Sections  175  and 
302  of  the  Labor  Management  Relations  Act  and  authorizes 
the  Service  to  provide  grant  funds  to  assist  in  the 
estabishment  and  operation  of  labor-management  com- 
mittees. 

VIII.    The  Negotiated  Rulemaking  Act  of  1990  (Public  Law 
101-648)    authorizes  agencies  to  use  the  process  of 
negotiation  in  formulating  proposed  regulations.  By 
convening  all  interested  parties  and  assisting  these 
parties  to  reach  a  consensus  on  the  proposed  rule, 
difficult  and  complex  regulations  can  be  formulated 
and  post  issuance  litigation  minimized.    Under  this 
Act  the  Administrative  Conference  of  the  United  States, 
in  consultation  with  FMCS,  shall  maintain  a  roster  of 
individuals  who  have  acted  as  or  are  interested  in 
serving  as  conveners  or  facilitators  in  negotiated 
rulemaking.    FMCS  may  assist  agencies  in  the  negoti- 
ated rulemaking  process  by  providing  training  and 
FMCS  facilitators. 

IX.    The  Administrative  Dispute  Resolution  Act  (Public 
Law  101-552)    authorizes  agencies  to  use  a  variety 
of  settlement  procedures  in  order  to  avoid  the  time 
and  expense  of  litigation.    Coverage  of  the  Act  includes 
disputes  arising  out  of  grants,  contracts,  licenses  or 
other  agency  administrative  actions.    The  Administrative 
Conference  of  the  United  States,  in  consultation  with 
FMCS,  shall  maintain  a  roster  of  neutrals  to  provide 
assistance.    FMCS  may  assist  other  Federal  agencies  in 
resolution  of  administrative  disputes  by  training  per- 
sons in  skills  and  procedures,  and  by  furnishing  FMCS 
personnel  to  serve  as  neutrals. 
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PROGRAM  STRUCTURE 

I.    Mediation  Services 

A.    Dispute  Mediation 

Dispute  mediation  is  the  process  through  which  the 
Service  provides  assistance,  when  needed,  in  the  nego- 
tiation or  renegotiation  of  collective  bargaining 
agreements.    It  is  the  function  in  support  of  which 
the  Service  has  historically  expended  the  majority 
of  its  resources.    That  will  continue  to  be  the  case. 

1.  Private  Sector.    Dispute  mediation  in  the  private 
sector  is  provided,  when  needed,  in  the  negotia- 
tion or  renegotiation  of  collective  bargaining 
contracts  in  order  to  minimize  the  interruption  of 
the  free  flow  of  commerce  or  a  potential  adverse 
impact  on  the  national  defense. 

2.  Public  Sector.    Dispute  mediation  in  the  public 
sector  is  comprised  of  federal  sector  bargaining 
and  state  and  local  sector  bargaining.    In  the 
Federal  Sector,  the  Service  is  responsible  for 
providing  mediation  and  conciliation  facilities 
to  federal  agencies  and  labor  organizations  in 
the  resolution  of  negotiation  disputes. 

In  the  State  and  Local  Sectors,  the  Service: 

Encourages  development  of  independent  dispute 
resolution  capability  by  state,  county,  and 
municipal  governments. 

Provides  on  request  direct  mediation  assistance 
in  order  to  aid  in  the  resolution  of  signifi- 
cant disputes  involving  state  and  local  juris- 
dictions. 

3.  Health  Care  Industry.    The  Service,  under  responsi- 
bilities  defined  in  Public  Law  93-360,  provides 
assistance  in  dispute  mediation  in  the  negotiation 
or  renegotiation  of  collective  bargaining  contracts 
involving  health  care  institutions. 
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The  Service  is  also  responsible  for  discretionary  use 
of  the  board-of-inqui ry  procedures  in  health  care  indus- 
try disputes  when  a  work  stoppage  may  interfere  with 
the  delivery  of  health  care  services  to  a  particular 
community.    Such  procedures  require  findings  of  fact 
and  recommendations  within  a  statutory  limitation  of 
15  days.    This  requirement,  that  the  Director  of  the 
Service  should  consider  the  use  of  a  board  of  inquiry 
in  each  health  care  dispute,  implies  that  the  Service 
must  enter  every  health  care  dispute.    As  a  result, 
these  are  the  only  cases  involving  mandatory  mediation 
for  which  the  Service  has  jurisdiction. 

4.    On  November  15,  1990,  President  Bush  signed  into  law 
the  Administrative  Dispute  Resolution  Act  and  on 
November  29,  1990,  he  also  signed  the  Negotiated  Rule- 
making Act.    Under  these  laws  FMCS  may  furnish  assis- 
tance to  other  agencies  of  the  Federal  Government. 
In  both  pieces  of  legislation  the  work  of  the  FMCS  in- 
volves consultation  with  the  Administrative  Conference 
of  the  United  States  and  with  affected  agencies  to  de- 
termine the  type  of  assistance  needed.    FMCS  may  provide 
training  or  act  as  mediators  in  any  administrative  dis- 
pute procedures  used  by  client  agencies.    The  FMCS  role 
in  rulemaking  is  to  act  as  facilitators  in  a  negotiated 
rulemaking  process  involving  all  parties-at-interest  to 
a  proposed  rule  or  regulation  in  order  to  avoid  long  and 
costly  litigation.    All  of  these  procedures  are  known  as 
alternative  dispute  resolution. 

B.    Preventive  Mediation 

Since  its  inception,  and  as  a  logical  extension  of  its 
dispute  mediation,  the  Service  has  undertaken  preventive 
mediation  work.    These  efforts  consist  of  processes  used 
to  assist  labor  and  management  in  reducing  misunderstand- 
ings and  non-productive  conflict,  and  to  improve  communi- 
cations and  problem-solving  techniques. 

Preventive  mediation  addresses  two  key  elements  of  the 
FMCS  Mission  Statement: 

Promoting  the  development  of  sound  and  stable 
labor -management  relationships;  and 
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Fostering  constructive  joint  relationships  of 
labor  and  management  leaders  to  increase  their 
mutual  understanding  and  ability  to  resolve 
common  problems. 

The  objectives  are  to  create  during  the  life  of  an 
agreement  a  working  relationship  conducive  to  the 
peaceful  settlement  of  subsequent  labor  agreements 
at  the  time  of  contract  expiration.    Such  efforts 
can  provide  the  means  for  effective  administration 
of  labor  agreements,  and  develop  effective  struc- 
tures for  dealing  with  matters  which  impact  on  labor- 
management  relationships.    Thus,  preventive  mediation 
can  be  likened  to  preventive  medicine  in  the  health 
care  area  or  to  preventive  maintenance  in  technical/ 
mechanical  fields. 

Federal  mediators  utilize  a  variety  of  approaches  in 
diagnosing  problem  situations  and  recommending  courses 
of  action.    The  Service  has  a  number  of  structured 
processes  which  mediators  are  qualified  to  recommend 
and  employ.    In  most  specific  situations,  however, 
there  is  a  high  degree  of  "tailoring"  of  these  pro- 
cesses to  fit  the  unique  characteristics  of  the 
parties  and  their  current  relationships. 

Once  a  problem  has  been  diagnosed  and  an  appropriate 
preventive  approach  has  been  defined,  the  mediator 
makes  a  recommendation  to  his  supervisor,  the  District 
Director,  specifying  the  names  of  the  parties,  the 
nature  of  the  problem,  his  recommendation  as  to  preven- 
tive mediation  steps,  and  the  anticipated  resource  re- 
quirements for  activation  of  the  recommendation.  The 
District  Director  then  makes  a  decision  as  to  whether 
or  not  to  proceed  with  the  work.    If  the  decision  is 
not  to  proceed,  the  mediator  and  the  District  Director 
may  elect  to  suggest  that  the  parties  consider  contact- 
ing a  consultant  or  other  outside  resource  to  assist 
them. 

The  collective  bargaining  process  is  undergoing  changes 
brought  about  in  part  by  forces  outside  itself.  Prac- 
titioners in  the  field  increasingly  are  seeking  assis- 
tance in  creating  and  managing  these  changes.  Because 
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field  mediators  are  active  participants,  as  well  as  close 
observers  of  these  changes,  they  are  sought  out  by  other 
collective  bargaining  professionals  as  key  sources  of 
information  and  guidance. 

C.    Public  Information  and  Educational  Activities 

Mediators  participate  in  public  information  and  educa- 
tional activities  each  year.    Through  university  lec- 
tures and  participation  in  seminars  and  conferences, 
the  labor-management  community  and  the  general  public 
gain  understanding  of  the  uses  of  mediation,  arbitra- 
tion, collective  bargaining,  and  the  services  offered 
by  FMCS.    These  activities  consume  only  a  minor  part 
of  the  agency's  resources  but  offer  great  return  in 
increased  understanding  of  labor -management  relation- 
ships and  the  value  of  neutral  participation  in  the 
process  of  dispute  resolution. 

II.    Arbitration  Services 

National  labor  policy  favors  the  settlement  of  questions 
of  application  or  interpretation  of  collective  bargaining 
agreements  by  arbitration,  since  it  is  far  less  disruptive 
than  work  stoppages  and  faster  and  less  costly  than  liti- 
gation. 

Approximately  98  percent  of  collective  bargaining  agree- 
ments contain  grievance  procedures  culminating  in  binding 
arbitration.    The  parties  voluntarily  agree  to  resolve 
their  dispute  by  arbitration,  determine  the  method  of 
selecting  the  arbitrator,  and  themselves  pay  the  arbi- 
trator's fees.    Many  thousands  of  other  labor -management 
relationships,  particularly  in  the  public  sector,  utilize 
advisory  arbitration  or  fact-finders  to  aid  in  dispute 
resolution. 

Pursuant  to  Title  II  of  the  Labor-Management  Relations  Act 
(LMRA),  the  Service  maintains  a  roster  of  approximately 
1,700  private  arbitrators  who  are  qualified  to  hear  and 
decide  labor  questions.    The  Service  provides  to  the  par- 
ties names  of  qualified  arbitrators  selected  by  appropri- 
ate geographic  area,  experience  in  particular  industries, 
relevant  education,  and  familiarity  with  particular  con- 
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tract  issues,  together  with  their  biographical  data  and  fee 
schedules.    Maintaining  and  policing  the  roster  to  ensure 
accuracy  of  the  data  and  the  availability  and  acceptability 
of  its  members  is  an  ongoing  task.    Approximately  two  per- 
cent of  FMCS  resources  are  devoted  to  Arbitration  Services. 


The  Service,  under  Public  Law  93-360,  is  given  special  re- 
sponsibilities in  assisting  in  the  resolution  of  disputes 
in  the  health  care  industry.    Those  responsibilities  include, 
in  certain  circumstances,  the  power  to  appoint  boards  of 
inquiry  to  investigate  the  issues  involved  in  the  dispute 
and  issue  a  written  report,  including  findings  of  fact. 
Persons  appointed  to  boards  of  inquiry  are  private  arbitra- 
tors normally  selected  from  the  Division  of  Arbitration 
Services  roster  and  specially  qualified  to  perform  those 
duties. 

The  Service,  as  part  of  its  mandate  under  Title  II  of  LMRA, 
has  the  responsibility  to  improve  the  quality  and  availabil- 
ity of  arbitration  services.    The  Service  holds  continuing 
education  workshops  for  new  and  established  arbitrators. 
In  order  to  maximize  the  effectiveness  of  the  programs  and 
minimize  cost  and  duplication,  most  programs  are  held  cooper- 
atively with  other  groups,  such  as  bar  associations,  the 
National  Academy  of  Arbitrators,  and  Industrial  Relations 
Research  Association  Chapters. 

III.    Management  and  Administrative  Support 

This  program  provides  for  overall  management  and  administra- 
tion, policy  planning,  research  and  evaluation,  direction, 
coordination,  legal  advice,  and  employee  development. 

IV.    Boards  and  Panels 

Provision  is  made  for  ad  hoc  employment  of  labor  relations 
experts,  individually  or  in  panels,  in  support  of  the  medi- 
ation function,  and  for  boards  of  inquiry  appointed  by  the 
President  in  emergency  disputes. 
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Public  Law  93-360  also  amended  Title  II  of  the  Labor-Man- 
agement Relations  Act,  1947,  by  adding  a  new  Section  213 
which  provides  that  the  FMCS  may  appoint  an  impartial  board 
of  inquiry  to  look  into  the  facts  of  a  contract  dispute 
involving  health  care  institutions  and  to  publicly  report 
its  findings  and  recommendations  to  the  parties. 

Labor-Management  Cooperation  Project 

The  Labor-Management  Cooperation  Act  of  1978  (29  U.S.C.  175a) 
authorizes  the  Service  to  carry  out  this  program  of  contracts 
and  grants  to  support  the  establishment  and  operation  of  plant, 
area,  and  industry-wide  labor-management  committees.    No  funds 
are  requested  for  this  program  in  1992. 
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COMPARATIVE  ANALYSIS  OF  WORKLOAD 

A  comparison  of  Service  workload  activities  is  shown  in 
the  following  statistical  data  tabulations: 

TABLE  A 

Shows  a  summary  of  dispute  mediation  workload  over  the 
past  five  fiscal  years. 

TABLE  B 

Shows  a  summary  of  preventive  mediation  and  public  infor- 
mation and  educational  activities  workload  over  the  past 
five  fiscal  years. 

TABLE  C 

Shows  a  five-year  summary  of  the  Service's  arbitration 
activity  over  the  past  five  years. 
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WORKLOAD  PROJECTIONS  FISCAL  YEARS  1991  and  1992 

The  Service  develops  its  Dispute  Mediation  workload  pro- 
jections by  using: 

0   The  average  actual  workload  in  terms  of  dis- 
pute case  assignments  for  the  three  preceding 
fiscal  years  (1988  -  1990)  and  recent  trends 
in  dispute  notices. 

°   An  added  increment  of  case  assignments  arising 
from  new  National  Labor  Relations  Board  (NLRB) 
and  Federal  Labor  Relations  Authority  (FLRA) 
bargaining  certifications. 

0   The  level  of  contracts  scheduled  to  expire  in 
the  public  and  private  sectors. 

Since  Preventive  Mediation  and  Public  Information  and 
Educational  Activities  do  not  emanate  from  our  customary 
source,  contract  expiration  notices,  the  Service  uses  the 
expertise  of  its  staff  to  project  workload  figures.  Each 
year  field  managers  estimate  this  workload  based  on  their 
knowledge  of  the  collective  bargaining  process,  the  need 
of  the  labor-management  parties  to  adjust  to  the  economic 
climate  in  their  area,  and  our  managers'  perception  of 
union  demands  and  strength  on  such  issues  as  job  security 
and  health/welfare  benefits. 

I.     Dispute  Mediation 

The  Service,  under  provisions  of  the  Labor-Management 
Relations  Act,  1947,  receives  notice  from  a  party  of 
the  desire  to  terminate  or  amend  an  expiring  collective 
bargaining  contract.    Approximately  90,000  such  notices 
were  received  in  1990. 

The  NLRB  and  FLRA  provide  the  Service  with  copies  of 
new  bargaining  certifications.    In  1990,  a  total  of 
1,630  NLRB  and  FLRA  certifications  were  received.  Such 
certifications  are  initial  contract  situations  in  which 
mediation  is  especially  important  and  somewhat  involved 
because  of  the  absence  of  a  prior  bargaining  relationship 
-between  the  parties. 
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The  notices  of  contract  expiration,  along  with  new  NLRB 
and  FLRA  certifications,  form  the  basis  for  case  assign- 
ments.   In  processing  notifications,  the  Service  screens 
out  those  cases  having  a  relatively  insignificant  impact 
on  interstate  commerce  or  national  defense,  those  where 
adequate  mediation  resources  are  available  outside  FMCS, 
and  those  not  within  the  jurisdiction  of  the  agency.  The 
Service  consolidates  many  other  related  notices  into 
single  assignments.    Thus,  in  1990,  25,459  dispute  case 
assignments  were  made. 

II.    Preventive  Mediation 

The  purpose  of  preventive  mediation  is  to  reduce  or 
prevent  conflict,  to  improve  labor -management  relations 
and  to  promote  the  understanding  and  implementation  of 
responsible  collective  bargaining  procedures.  Its 
application  includes  training,  education,  consultation, 
and  problem-solving  activities  with  representatives  of 
labor  and  management,  other  neutrals  in  dispute  resolu- 
tion, professional  associations,  and  academic  institu- 
tions.   National  and  international  economic  conditions, 
pressures  from  foreign  competition,  and  the  changin'g 
nature  of  the  work  force,  are  some  of  the  impacts  on  the 
collective  bargaining  process  which  create  the  need  for 
the  parties  to  move  from  a  strictly  adversarial  posture 
to  a  more  cooperative  relationship.    This  restructuring 
of  long-standing  attitudes  is  a  function  of  preventive 
mediation. 

In  1990,  mediators  closed  1,399  preventive  mediation 
cases.    FMCS  mediators  are  expected  to  be  involved  in 
approximately  1,400  preventive  mediation  cases  in  1991 
and  in  1992. 

III.    Public  Information  and  Educational  Activities 

Part  of  the  mediator's  job  is  to  participate  in  the 
dialogue  of  his/her  profession  and  to  help  explain  the 
collective  bargaining  and  mediation  processes.  Public 
information  and  educational  activities  help  labor  and 
management  and  the  public  to  understand  the  obliga- 
tions, pressures,  and  responsibilities  involved  in  col- 
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lective  bargaining  and  serve  to  enhance  labor  peace 
and  industrial  stability.    In  1990,  mediators  closed 
807  public  information  and  educational  activities 
cases.    Public  information  and  educational  activities 
are  projected  at  810  cases  for  both  1991  and  1992. 

IV.    Arbitration  Services 

Arbitration  continues  to  be  the  most  widely-used  means 
of  peacefully  resolving  questions  involving  interpreta- 
tion and  application  of  collective  bargaining  agreements. 
Arbitration  also  plays  a  role  in  reaching  agreements, 
termed  "interest  arbitration,"  particularly  in  the  pub- 
lic sector.    Use  of  other,  related  arbitration  services 
such  as  appointment  of  boards  of  inquiry  in  the  health 
care  industry,  appointment  of  fact-finders,  and  assis- 
tance in  establishing  permanent  panels  for  large  labor- 
management  groups  also  continues. 

The  Service  provided  32,215  panels  during  1990.  FMCS 
expects  to  issue  32,500  panels  in  1991  and  33,000  in 
1992. 

The  tabulation  that  follows  shows  the  workload  projections  for 
FMCS  activities. 
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FORECAST  OF  FMCS  ACTIVITY 
FISCAL  YEAR  1992 


I.    DISPUTE  MEDIATION 

In  1992  there  will  be  major  contracts  expiring  in  the 
Communications  (Telephone  and  Telegraph)  electronic  manufac- 
turing, retail  and  wholesale  food,  food  manufacturing,  utili- 
ties, construction,  farm  implements,  wood  products  manufactur- 
ing, broadcasting,  shipbuilding,  hotel,  entertainment  and  the 
very  important  health  care  industry. 

Collective  Bargaining  Developments 

Major  work  stoppages,  in  sharp  decline  in  recent  years, 
will  gain  new  energy  as  the  economy  comes  more  and  more  un- 
der stress  and  the  chances  of  friction  and  flash  fires  at 
the  bargaining  tables  increase. 

Issues  in  collective  bargaining  will  include  the  normal 
"lunch  box"  issues  common  to  unions  but  will  also  include 
proposals  from  both  sides  of  the  table  to  deal  with  health- 
care cost  containment,  pensions,  mixed  pay  systems,  pay  for 
knowledge,  increased  management's  rights,  merit  pay  and  lump- 
sums versus  percentage  add-ons  to  existing  rates. 

Job  security  still  remains  high  on  the  list  of  unions 
and  increasingly  so  in  industries  impacted  by  foreign  com- 
petition.   Service  industries  have  been  increasingly  sub- 
jected to  management's  efforts  to  "downsize"  operation  to 
effect  economies  in  shrinking  markets.    Banking,  insurance, 
finance  and  investment  have  all  been  affected  by  a  multi- 
tude of  outside  forces  as  well  as  the  downturn  in  the 
general  economy. 

Health  care  cost  containment  has  been  increasingly 
characterized  as  too  large  an  issue  for  the  parties  to 
deal  with  at  the  collective  bargaining  table.    A  recent 
survey  by  Foster  Higgins  &  Co.  of  New  York,  a  major 
benefits  consulting  firm,  shows  the  average  company 
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spent  21.6%  more  last  year  to  provide  doctor  and  hos- 
pital care  to  their  employees  than  the  year  before. 
Over  the  past  two  years,  the  cost  to  employers  has 
risen  46.3%.    The  National  Association  of  Manufacturers 
estimates  that  the  cost  of  health  care  consumes  25%  of 
corporate  profits  annually.    The  cost  of  medical  insur- 
ance has  stymied  rational  solutions  and  in  many  cases 
caused  costly  work  stoppages. 

A  study  by  the  Rand  Corporation  for  the  U.S. 
Department  of  Labor  estimates  that  more  than  30  million 
working  men  and  women  and  their  dependents  have  no  health 
care  coverage  and  no  one  knows  the  number  of  under-insured 
workers.    The  majority  of  employees  represented  by  unions 
are  covered  by  some  form  of  health  insurance  which  has 
become  the  largest  component  of  compensation  packages  as  a 
trade-off  to  wages.    Meeting  the  needs  of  both  components 
has  placed  a  severe  strain  on  labor-management  relation- 
ships.   In  some  cases,  however,  the  parties  have  joined 
together  to  face  this  problem.    Such  efforts  have  had 
mixed  success  since  the  source  of  the  problem  is  beyond 
the  immediate  control  of  either  party.    What  the  parties 
have  discovered  is  that  it  is  a  problem  which  needs  con- 
stant management  in  order  to  hold  its  growth  to  even  the 
large  numbers  we  now  are  experiencing. 

Health  Care  Industry  Bargaining 

Perhaps  the  solution  lies  in  the  paradox  of  health 
care  bargaining.    The  private  health  care  industry  has 
grown  to  become  one  of  the  largest  segments  in  the  U.S. 
economy,  employing  close  to  five  million  persons  working 
among  7,000  hospitals  and  25,000  nursing  homes  and  related 
facilities  in  all  states.    This  total  excludes  employees 
of  federal,  state  and  municipal  health  care  institutions 
as  well  as  those  engaged  in  the  prepartion  of  pharmaceu- 
ticals and  health  care  equipment.    Nationwide,  medical 
care  expenses  account  for  11.6%  of  gross  national  product 
according  to  the  Health  Care  Finance  Administration  of 
the  U.S.  Department  of  Commerce. 
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In  1974,  Public  Law  93-360  amended  the  National 
Labor  Relations  Act  and  brought  private  nonprofit  hos- 
pitals under  the  jurisdiction  of  the  National  Labor 
Relations  Board  and  the  Federal  Mediation  and  Concilia- 
tion Service.    These  amendments  gave  FMCS  a  major  role 
in  promoting  collective  bargaining  and  the  peaceful 
resolution  of  disputes  in  the  industry  and  provided  a 
number  of  dispute  resolution  measures  applicable  to 
health  care  facilities.    These  include  early  notifica- 
tion of  the  intent  to  terminate  or  modify  a  contract, 
mandatory  mediation,  possible  appointment  of  a  board 
of  inquiry  or  fact-finder,  and  a  ten-day  strike  notice. 

Recent  settlements  between  health  care  unions  and 
hospitals  in  New  York  have  included  a  provision  for 
joint  approaches  to  State  and  Federal  agencies  to  find 
ways  of  providing  health  care  in  the  most  cost  effective 
and  efficient  way  possible.    At  the  same  time  the  unions 
and  hospitals  are  seeking  an  improvement  in  the  profes- 
sionalism of  the  health  care  workers  and  access  for  all 
citizens  to  basic  health  care.    This  joint  approach  to 
the  health  care  cost  problem  operates  at  a  level  at 
which  unions  and  employers  outside  this  industry  have  no 
access  or  expertise.    If  economies  can  be  made,  the  best 
hope  lies  within  the  knowledge  and  skills  of  those  who 
work  in  and  manage  health  care  institutions.    FMCS  has 
encouraged  and  assisted  this  joint  approach  as  complimen- 
tary not  only  to  the  instant  bargaining  relationship  but 
to  other  citizens  as  well. 

Health  care  is  the  only  industry  under  FMCS  juris- 
diction where  mediation  is  legislatively  mandated.  Health 
care  mediation  is  unique  in  that  it  is  the  only  Service 
activity  in  which  the  Director  can  unilaterally  institute 
a  board  of  inquiry  or  fact-finding  procedure.    Even  more 
interesting,  however,  is  the  fact  that  most  health  care 
contracts  are  mediated  to  final  agreement  without  the  use 
of  board  procedures. 
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Public  Sector:    Federal,  State,  and  Local  Bargaining 

The  Civil  Service  Reform  Act  of  1978  provides  for  collec- 
tive bargaining  and  mediation  assistance  for  federal  employees. 
The  mandate  of  FMCS  is  "the  Service  shall  provide  services  and 
assistance  to  agencies  and  exclusive  representatives  in  the 
resolution  of  negotiation  impasses,  and  shall  determine  under 
what  circumstances  and  in  what  manner  it  shall  provide  services 
and  assistance." 

There  are  approximately  2,000  labor-management  contracts 
in  the  federal  government.    FMCS  provides  mediation  assistance 
when  these  contracts  expire  as  well  as  when  there  is  midterm 
bargaining  or  bargaining  over  the  "impact  and  implementation" 
of  management  changes  ("I  and  I"  bargaining). 

FMCS  mediators  work  with  the  parties  for  resolution  of  all 
such  deadlocks,  as  well  as  providing  training  programs,  confer- 
ences, and  consultations  to  improve  the  labor-management  cli- 
mate and  produce  joint  problem-solving.    More  than  half  of  all 
federal  sector  disputes  are  fully  resolved  at  the  mediation 
stage.    The  remaining  issues  are  often  reduced  in  number  before 
they  go  to  the  Federal  Service  Impasse  Panel  (FSIP)  for  final 
resolution.    The  FSIP,  in  turn,  may  decide  to  issue  a  decision, 
refer  the  matter  to  arbitration,  or  return  the  case  for  further 
bargaining/mediation. 

Federal  sector  bargaining  issues  have  included  ground  rules 
for  bargaining  and  preparation,  health  and  safety  issues,  per- 
formance appraisals,  day  care,  use  of  materials,  and  smoking 
pol icies. 

Mediation  of  state  and  local  labor  disputes  is  handled  by 
state  mediation  agencies  where  such  agencies  are  provided. 
Where  this  service  is  not  available,  FMCS  will  provide  the  nec- 
essary coverage.  FMCS  serves  as  an  active  member  of  the  Asso- 
ciation of  Labor  Relations  Agencies  (ALRA)  which  is  made  up  of 
all  state  and  federal  services  and  acts  as  a  clearinghouse  for 
ideas  and  conferences. 
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The  policy  of  FMCS  is,  and  will  continue  to  be,  to  promote 
good  collective  bargaining  practices  and  to  encourage  state  and 
local  governments  to  establish  their  own  capabilities.    In  that 
area,  FMCS  provides  training  and  conferences  for  the  parties  and 
agencies.    Nevertheless,  we  expect  that  a  degree  of  FMCS  assist- 
ance will  continue  in  the  foreseeable  future. 

In  addition  to  Dispute  Mediation,  FMCS  provides  Preventive 
Mediation  assistance  in  the  public  sector,  which  includes  pro- 
motion of  labor-management  committees  in  state  and  local  areas 
and  creation  of  joint  problem-solving  initiatives. 

***** 

A  selected  listing  of  major  contracts  expiring  in 
Fiscal  Year  1992,  along  with  the  unions  involved,  the  number 
of  workers  involved  and  the  location  of  bargaining  follows 
this  section. 
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FISCAL  YEAR  1992 
SELECTED  MAJOR  CONTRACT  EXPIRATIONS 


Number  of 
Employees  in 

Employer  Union  Location  Bargaining  Unit 

October  1991 


Deere  Company 
Domi nick's  Foods 

UAW/IAM 

Moline,  IL 

10,000 

UFCW 

Northlake,  IL 

6,500 

McDonnell  Douglas  Corp 

UAW 

Lakewood,  CA 

8,100 

Unisys  Corp 

IBEW/IUE 

Great  Neck,  NY 

3,500 

Walt  Disney  World 

Various 

Orlando,  FL 

12,000 

Florida  Power  &  Light  Co. 

IBEW 

West  Palm  Beach,  FL 

-  5,300 

Northern  CA  Grocery  Cos 

UFCW 

Northern  CA 

7,000 

Jersey  Central  Power  &  Light 

IBEW 

Morristown,  NJ 

2,850 

Keebler  Company 

BCTWU 

Nationwide 

3,600 

November  1991 


Disneyland  HERE  Anaheim,  CA  1,400 

The  Kroger  Company  UFCW  Atlanta,  GA  10,000 

Retail  Meat  Industry  UFCW  Los  Angeles,  CA  6,500 

United  Tech/Carrier  Corp  SMW  Syracuse,  NY  2,200 

Giant  Food  Stores  IBT  Washington,  DC  1,000 

Avco  Lycoming  Corp  UAW  Stratford,  CT  3,500 

Hotels  of  Massachusetts  HERE  Boston,  MA  3,500 

Hughes  Aircraft  Co.  CJA  Los  Angeles,  CA  11,000 


December  1991 


Gen.  Dynamics/ Electronics            EAAI  San  Diego,  CA  3,000 

Thomson  Consumer  Electric            IBEW  Cincinnati,  OH  4,300 

United  Tech/Pratt-Whitney             I AM  Middletown,  CT  1,400 

Pittsburgh  Press  Co.  Various  Pittsburgh,  PA  2,000 
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Employer 


Champion  Spark  Plug  Co. 
Yale  University 
Hunts  Point  Market 
Phillip  Morris  Co. 


Union 

January  1992 

UAW 
HERE 
IBT 
BCTWU 


Location 


Nationwide 
New  Haven, 
Bronx,  NY 
Nationwide 


CT 


Number  of 
Employees  in 
Bargaining  Unit 


2,300 
4,000 
1,500 
2,100 


February  1992 


Retail  Food  Stores 

UFCW 

Minneapolis,  MN 

10,000 

Sikorsky  Aircraft 

IBT 

Stratford,  CT 

6,400 

Long  Island  Lighting  Co. 

IBEW 

Hicksville,  NY 

4,300 

Continental  Can  Co. 

USA 

Hollywood,  FL 

2,500 

American  National  Can 

USA 

Hollywood,  FL 

3,400 

Retail  Food  Stores 

UFCW/BCTWU 

Northern,  CA 

40,000 

Great  Atlantic  &  Pacific  A&P  UFCW 

Montvale,  NJ 

13,000 

Spiegel  Inc. 

IBT 

Chicago,  IL 

3,400 

Dow  Chemical  Co. 

USA 

Midland,  MI 

2,300 

March  1992 


Budd  Co. 

UAW 

Nationwide 

5,000 

Speed  Queen  Corp. 

USA 

Ripon,  WI 

1,150 

Disneyland 

IATSE 

Anaheim,  CA 

5,500 

Owens-Corning 

GMPP/IAM/ 

Fiberglass  Corp. 

IBEW 

Ohio 

2,700 

NCR  Corp. 

IBEW 

New  Concord,  OH 

7,500 

Acme  Markets 

UFCW 

Malvern,  PA 
Louisville,  KY  and 
Richmond,  VA 

6,000 

Phillip  Morris 

I AM/ Various 

13,500 

Bethlehem  Steel  Corp. 

MSWA 

Baltimore,  MD 

1,700 

Wal green ' s 

SEIU 

Deerfield,  IL 

5,500 

Westinghouse-Hanford 

MTC 

Richland,  WA 

8,000 

Harley -Davidson 

AIW/IAM 

Milwaukee,  WI 

1,200 

Xerox 

ACTWU 

Rochester,  NY 

1,400 

-33- 


156 


Number  of 
Employees  in 

Employer  Union        Location  Bargaining  Unit 


April  1992 


Contractors  &  Construction  Cos. 

Various 

Nationwide 

700,000 

American  Greetings  Corp. 

IAGCW 

Cleveland,  OH 

2,700 

Appalachian  Regional  Health- 

care Inc. 

USA 

Ashland,  KY 

2,500 

U.S.  Treasury-IRS 

NTEU 

Nationwide 

73,000 

Admiral  Div.  of  Maytag 

IAM 

Galesburg,  IL 

1,800 
1,000 

United  Tech.  Carrier  Div. 

MTC 

La  Puente,  CA 
Clearwater,  FL 

Honeywell  Inc. 

IAM 

3,150 

Caldor 

UFCW 

Nationwide 

4,000 

Lucky  Stores  &  Safeway 

Warehouses 

IBT 

Northern  CA 

2,100 

Macadamia  Nut  Cos. 

ILWU 

Hilo,  HI 

1,250 

United  Tech.  Hamilton  Std. 

IAM 

Windsor  Locks, 

CT 

4,100 

Restaurant -Hotel  Employers 

Counci 1 

HERE 

San  Francisco, 

CA 

8,000 

May  1992 


Aluminum  Manufacturing 

ABGW/USA 

Nationwide 

20,000 

Caterpillar  Inc. 

IAM 

Joliet,  IL 

2,500 
4,000 

Rockwell  International 

Various 

Nationwide 

Allied-Bendix  Corp. 

UAW 

Southfield,  MI 

3,200 

Entenmanns  Bakery  Inc. 

BCTWU 

Bay  Shore,  NY 
Seattle-Tacoma,  WA 

1,500 

Retail  Grocery  Seattle 

UFCW 

13,000 

White  Consolidated  Ind. 

IUE 

Cleveland,  OH 

1,500 

AT&T 

CWA  &  IBEW 

Nationwide 

200,000 

Weyerhauser  Co. 

Various 

Longview,  WA 
Eugene,  OR 

6,000 

Georgia  Pacific 

CJA 

1,200 

Roseburg  Lumber 

Various 

Roseburg,  OR 

4,300 
1,300 

Willamette  Industries 

Various 

Albany,  OR 

-34- 


157 


Number  of 
Employees  in 

Employer  Union        Location  Bargaining  Unit 

June  1992 


Public  Schools 

Various 

||.  .1  x  i       —  A,  _ A  - 

Multi -state 

500,000 

Meat  Trade  Institute 

UFCW 

NY  and  NJ 

1,900 

CT  Light  and  Power  Co. 

IBEW 

Hartford,  CT 

1,600 
13,500 

Consolidated  Edison  of  NY 

i  ii  ii i  /  T  nn  i 

UUU/IBEW 

»|  _  _  ■                 .1^  |iw 

New  York,  NY 
Las  Vegas,  NV 

Hotels -Las  Vegas 

IATSE 

1,500 

Maytag  Company 

UMW 

newbon,  im 

1  ,/UU 

Magma  Copper  Corp. 

Various 

San  Manuel,  AZ 

3,100 

Telephone  Interconnect 

Contractors 

IBEW 

New  York,  NY 

1,000 

Mercury  Marine  Div./ 

Brunswick  Corp. 

I  AM 

Fon  Du  Lac,  WI 

1,800 

Harvard  University 

HERE 

Cambridge,  MA 

5,000 

Kaiser  Permenante 

UNAC 

Los  Angeles,  CA 

4,000 

League  of  Voluntary  Hospitals 

*  RWDSU 

New  York,  NY 

50,000 

Harvard  College 

AFSCME 

Cambridge,  MA 

3,500 

Scott  Paper  Co. 

UPIU 

Mobile,  AL 

2,200 

Hoechst  Celanese  Corp. 

ACTWU 

Washington,  DC 

3,000 

July  1992 

Briggs  and  Stratton  Corp.  AIW  Milwaukee,  WI  2,500 

Stater  Bros.  Markets  BCTWU  Carson,  CA  3,000 

Illinois  Bell  Telephone  IBEW  Chicago,  IL  12,500 

Lockheed  Space  Operations  IBEW  Titusville,  FL  5,000 

National  Elevator  Inc.  IUEC  Nationwide  15,000 

Assn.  of  Private  Hospitals  SEIU  New  York,  NY  5,200 

League  of  Voluntary  Hosp.  SEIU  New  York,  NY  5,000 


*   There  will  be  several  major  health  care  expirations  involving 
nursing  staffs  represented  by  various  unions  with  a  geographical 
focus  in  the  New  York  City  area. 
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Number  of 
Employees  In 

Employer  Union  Location  Bargaining  Unit 


August  1992 

Jeep  Corp. 

MESA 

Toledo,  OH 

2,000 

Telephone  Companies 

CWA/ 

(Baby  Bells) 

IBEW 

Multi -state 

400,000 

Miliar*   Rpauinn  fr\ 

ni  i  ier  Drewing  lo. 

Mi  luanL-oo  UT 

i  nnn 

Western  Union 

CWA 

New  York,  NY 

4,000 

Gen.  Dynamics/El ec.  Boat 

MTC 

New  London,  CT 

10,000 

Dictaphone  Corp. 

IUE 

New  York,  NY 

1,000 

Raytheon  Co. 

IBEW 

Lexington,  MA 

11,000 

Revlon  Inc. 

UAW 

New  York,  NY 

1,860 

Sea-Land  Corp. 

OPEIU 

Edison,  NJ 

1,000 

Otis  Elevator 

IUEC 

Washington,  DC 

5,000 

N.Y.  Realty  Advisory  Board 

SEIU 

New  York,  NY 

30,000 

September  1992 


Disneyland 

Various 

Anaheim,  CA 

3,140 

Fisher  Controls  Co. 

UAW 

Marshal ltown,  IA 

1,000 

Ralph's  Grocery  Co. 

HERE 

Los  Angeles,  CA 

16,000 

Safeway  Stores 

UFCW 

Washington,  D.C. 

7,500 

Giant  Foods 

UFCW 

Washington,  D.C. 

18,000 

Textron  Aero  Structures 

I  AM 

Nashville,  TN 

1,500 

Amana  Refrigeration 

I  AM 

Cedar  Rapids,  IA 

2,000 

Jewel  Food  Stores 

UFCW 

Melrose  Park,  IL 

18,000 

Nat.  Steel  &  Shipbuilding  Co. 

Various 

San  Diego,  CA 

2,000 

Metropolitan  Chamber  & 

Community  Orchestras 

AFM 

Los  Angeles,  CA 

16,000 

Sunshine  Biscuits  Inc. 

BCTWU 

San  Diego,  CA 

1,500 

Hotel  Assn.  of  Wash,  DC 

HERE 

Washington,  DC 

5,000 

Washington  Metropolitan 

Area  Transit  Authority 

ATU 

Washington,  D.C. 

5,600 
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UNION  KEY 


ABGW         -       Aluminum,  Brick  and  Glass  Workers 

ACTWU        -       Amalgamated  Clothing  and  Textile  Workers  Union 

AFM  -       American  Federation  of  Musclans 

AFSCME      -       American  Federation  of  State,  County  and 

Municipal  Employees 
AIW  -       Allied  Industrial  Workers 

ATU  -       Amalgamated  Transit  Union 

BCTWU        -       Bakery,  Confectionery  and  Tobacco  Workers  Union 
CJA  -       Carpenters  and  Joiners  of  America,  United 

Brotherhood  of 
CWA  -       Communications  Workers  of  America 

EAAI         -       Engineers  and  Architects  Association  Independent 
GMPP         -       Glass,  Molders,  Pottery,  Plastics  and 

Allied  Workers  International  Union 
HERE         -        Hotel  Employees  and  Restaurant  Employees 

International  Union 
IAGCW       -        International  Association  of  Greeting  Card 

Workers 

IAM  -        International  Association  of  Machinists  and 

Aerospace  Workers 
IATSE        -        International  Alliance  of  Theatrical  Stage 

Employees  and  Moving  Picture  Machine  Operators 
IBEW         -        International  Brotherhood  of  Electrical  Workers 
IBT  -        International  Brotherhood  of  Teamsters,  Chauffeurs, 

Warehousemen  and  Helpers  of  America 
ILWU         -        International  Longshoremen's  and  Warehousemen's 

Union 

IUE  -        International  Union  of  Electronic,  Electrical, 

Technical,  Salaried  and  Machine 
Workers 

IUEC         -        International  Union  of  Elevator  Constructors 
MESA         -       Mechanics  Educational  Society  of  America 
MSWA         -       Marine  and  Shipbuilding  Workers  of  America, 

Industrial  Union  of 
MTC  -        Metal  Trades  Council 

NTEU  -  National  Treasury  Employees  Union 
OPEIU        -       Office  and  Professional  Employees 

International  Union 
PTE  -        Professional  and  Technical  Engineers, 

International  Federation  of 
RWDSU        -       Retail,  Wholesale  and  Department  Store  Union 
SEIU         -        Service  Employees'  International  Union 
SMW  -        Sheet  Metal  Workers'  International  Association 

UAW  -       United  Automobile,  Aerospace  and  Agricultural 

Implement  Workers  of  America 
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UFCW         -       United  Food  and  Commercial  Workers  International 
Union 

UNAC  -  United  Nurses  Association  of  California 
UPIU  -  United  Paperworkers  International  Union 
USA  -       United  Steel  workers  of  America 

UWU  -       Utility  Workers  Union,  Independent 
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II.    PREVENTIVE  MEDIATION 


Preventive  mediation  is  dedicated  to  assisting  the  parties 
in  avoiding  disputes  and  improving  their  labor-management  rela- 
tionships.   This  has  become  increasingly  necessary  in  recent 
years  due  to  the  stresses  placed  on  the  collective  bargaining 
system  by  both  external  and  internal  forces.    Examples  of  ex- 
ternal forces  are  mergers/acquisitions,  international  economic 
pressures,  and  competitive  pressures  for  market  share.  Inter- 
nal forces  include  changing  technology,  productivity  issues, 
changes  of  leadership,  and  the  changing  nature  of  the  work- 
force. 

Federal  mediators  utilize  a  variety  of  approaches  in  prob- 
lem identification  and  conflict  resolution.    The  objective  is 
to  create  working  relationships  conducive  to  peaceful  settle- 
ment of  labor  agreements  at  the  time  of  contract  expiration, 
to  provide  the  means  for  effective  administration  of  contracts 
during  the  life  of  the  agreements  and  to  assist  in  developing 
a  structure  for  dealing  with  those  matters  which  impact  on 
labor-management  relationships.    Preventive  mediation  is  used 
to  promote  sound  and  stable  labor-management  relations  and  to 
foster  joint  relationships  that  increase  mutual  understanding 
and  ability  to  resolve  common  problems. 

Conferences/Seminars 

In  the  rapidly  changing,  dynamic  industrial  arena  the  need 
for  change  and  improvement  is  essential  to  keep  pace  with  tech- 
nology and  the  economy.    Effective  devices  for  disseminating 
information  to  promote  this  growth  are  conferences,  workshops, 
and  seminars.    FMCS  works  with  a  variety  of  local  groups  to  co- 
sponsor  programs  to  improve  labor -management  relationships. 
The  subject  matter  covers  collective  bargaining,  contract 
administration,  labor -management  cooperation,  quality  of  work 
life,  effective  grievance  handling  and  arbitration,  and  other 
subjects  of  current  interest.    Presentations  include  develop- 
ment of  skills,  exposure  of  success  stories,  new  or  improved 
techniques,  and  general  information.    These  sessions  are  open 
to  both  labor  and  management  representatives. 
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Consultation/Liaison 

Parties  to  an  agreement  often  are  confronted  with  special 
problems  during  the  contract  term  which  are  best  treated  with 
the  assistance  of  a  trusted  third-party  neutral.  Mediators' 
broad  scope  of  experience  and  constant  participation  in  the 
collective  bargaining  process  qualify  them  as  important  sources 
on  which  the  parties  rely. 

These  preventive  mediation  meetings  may  involve  chairing 
special  subcommittees  established  during  contract  negotiations 
to  deal  with  issues  which  would  have  delayed  settlement  or  even 
become  strike  issues  at  contract  expiration.    Others  may  deal 
with  questions  arising  during  the  administration  period  of  the 
contract  where  it  is  helpful  to  have  a  credible  and  acceptable 
mediator  who  is  familiar  with  the  parties  and  their  negotia- 
tions to  provide  neutral  counsel,  analysis,  and  recommenda- 
tions.   Still  others  are  aimed  at  bridging  attitudinal  barriers 
or  clearing  away  some  underbrush  prior  to  contract  negotiations. 

Labor-Management  Committees 

Labor-management  committees  have  three  different  structures: 
in-plant,  industry,  or  area  committees.    In-plant  committees  are 
formed  within  a  single  industrial  or  government  organization  set- 
ting and  deal  principally  with  internal  issues  involving  labor 
and  management.    Members  of  these  committees  cover  all  non-con- 
tract and  non-bargaining  elements  of  the  relationship,  such  as 
general  business  climate,  product  development,  product  quality, 
productivity,  absenteeism   health  and  safety,  employee  partici- 
pation programs,  and  a  wide  spectrum  of  subject  matter  which 
impinges  on  the  relationship  between  the  parties.    This  open 
communication  channel  and  joint  problem-solving  activity  tend 
to  promote  less  stressful  contract  bargaining  at  renewal  time. 
These  committees  exist  in  every  industry  and  in  companies  of 
every  size. 

Many  government  agencies,  as  well  as  private  industry,  are 
finding  labor-management  committees  useful  devices  for  alleviat- 
ing stress  between  the  parties  which  would  otherwise  develop  into 
serious  adversarial  confrontations,  as  well  as  for  providing  prob- 
lem-solving and  developmental  processes  that  strengthen  their  re- 
lationships. 
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Training  Modules 

Training  takes  a  variety  of  forms  and  flows  from  every  other 
FMCS  activity  including  Dispute  Mediation.    These  activities  are 
tailored  by  the  mediator  and  may  be  single  sessions  to  deal  with 
a  specific  group  or  issue,  or  may  be  multi -sessions  covering  a 
broader  spectrum  of  need.    The  goal  of  these  programs  is  to  alle- 
viate stress  within  the  employee/employer  relationship,  develop 
a  basis  for  mutual  respect  and  trust,  improve  communications  and 
problem-solving  skills   and  enhance  the  relationship  between  the 
parties. 

This  training  is  carried  out  by  individual  mediators  or  by 
teams  of  mediators  who  use  current  classroom  techniques  common  to 
adult  education  programs.    Some  specific  major  training  programs 
are  highlighted  below. 

Labor-Management  Initiatives 

Orientation  to  Labor-Management  Initiatives  (OLMI)  high- 
lights the  core  concepts  that  drive  cooperative  labor -management 
relationships.    Small  groups  of  union  and  management  practitioners 
focus  on  the  methods  and  techniques  of  organizational  change. 
This  one-day  workshop  includes: 

o   A  brief  overview  of  the  Nation's  current  economic  climate 
and  other  factors  driving  change; 

o   A  look  at  how  work  and  work  relationships  traditionally 
have  been  organized; 

o   A  video  tape  presentation  highlighting  the  characteristics 
and  values  critical  to  successful  joint  labor -management 
efforts  in  six  American  companies; 

o   Application  of  key  elements  of  these  six  successful  enter- 
prises to  a  case  study. 
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OLMI  invites  practitioners  to  weigh  the  implications  of  organ- 
izational change  so  that  they  can  approach  the  future  with  greater 
insight. 

Partners  in  Change 

For  organizations  that  have  moved  toward  cooperative  labor- 
management  relationships,  the  Partners  in  Change  (PIC)  program 
allows  them  to  explore  their  full  partnership  potential. 

During  this  2  1/2 -day  seminar,  union  and  management  decision- 
makers identify  the  process  that  will  carry  forward  their  commitment. 
Activities  include: 

o   Development  of  brainstorming  and  consensus-building  skills; 

o   Examination  of  the  present  work  culture  and  its  interrelated 
systems ; 

o    Review  of  the  elements  of  various  change  strategies; 

o    Relating  these  strategies  to  specific  interests  and  problems 
in  their  organization. 

Using  PIC  as  a  guideline,  labor  and  management  deci son-makers 
from  a  single  organization  can  begin  the  process  of  change  based 
on  trust,  team-building,  mutual  goal -setting,  and  a  joint  vision 
of  the  future. 


Win -Win  Negotiations 

This  training  program  is  meant  to  help  individual  parties  to 
a  collective  bargaining  agreement  who  wish  to  significantly  modify 
the  manner  in  which  they  reach  their  agreement.    The  training  is 
done  in  advance  of  the  negotiations  and  the  parties  are  taught  to 
refocus  their  thinking  about  their  bargaining  styles.    The  training 
is  done  jointly  and  teaches  new  approaches  to  reaching  settlements: 
(1)  the  parties  are  taught  to  focus  on  their  interests  rather  than 
their  positions  (looking  at  the  why_  -  not  the  what);  (2)  the  parties 
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are  encouraged  to  sit  down  to  discuss  the  similarities  in  their 
interests  and  then  to  brainstorm  avenues  that  may  provide  out- 
comes acceptable  to  both. 

Where  the  parties  are  open  to  a  new  approach  to  a  formerly 
adversarial  model,  this  program  has  signficantly  altered  the 
entire  labor-managegment  relationship. 

Relations  by  Objectives  (RBO) 

This  is  a  closely-structured  program  applied  when  a  relation- 
ship has  deteriorated  to  an  unacceptable  level.    This  may  be 
reflected  by  an  abnormal  incidence  of  grievance  activity,  griev- 
ances being  pursued  to  upper  steps  of  the  procedure  and/or  arbi- 
tration, wildcat  strikes,  low  productivity  or  quality  levels, 
equipment  sabotage,  and  a  variety  of  other  expressions  of  morale 
and  attitudinal  problems. 

Because  the  RBO  program  requires  firm  commitment  and  parti- 
cipation of  upper-level  management  and  union  personnel  (the 
decision-makers)  and  because  its  intended  use  is  for  relationships 
in  serious  trouble,  it  is  less  frequently  applied  than  other  ele- 
ments of  FMCS  Preventive  Mediation  activities. 
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III.    PUBLIC  INFORMATION  AND  EDUCATIONAL  ACTIVITIES 


The  purpose  of  public  information  and  educational 
activities  of  FMCS  is  to  advance  the  national  policy  of 
collective  bargaining.    These  activities  promote  the 
wider  acceptance  and  proper  use  of  the  collective  bar- 
gaining process  and  third-party  assistance  in  the  pre- 
vention and  settlement  of  labor-management  disputes. 
In  turn,  this  process  advances  the  theory  that  collec- 
tive bargaining  and  mediation,  when  effectively  applied, 
help  achieve  labor  peace. 

Mediators  engage  in  public  Information  and  education- 
al activities  through  lectures  at  educational  institutions 
at  all  levels,  through  participation  in  public  and  private 
sector  seminars  and  conferences,  and  through  their  avail- 
ability to  the  media.    These  activities  help  the  labor- 
management  community  and  the  general  public  gain  a  better 
understanding  of  the  uses  of  dispute  mediation,  preventive 
mediation,  arbitration,  and  collective  bargaining. 
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IV.    ARBITRATION  SERVICES 


Arbitration  is  used  almost  universally  to  resolve  labor 
disputes  arising  out  of  the  interpretation  of  collective 
bargaining  agreements.    In  addition,  arbitration  is  increas- 
ingly used  as  a  substitute  for  strikes  or  as  a  method  of 
resolving  impasses  in  contract  negotiations,  particularly 
in  the  public  sector.    Arbitration  is  favored  by  national 
labor  policy;  Title  II  of  the  Labor-Management  Relations  Act 
directs  that  governmental  facilities  be  made  available  to 
facilitate  the  use  of  arbitration. 

Since  its  inception,  FMCS  has  provided  on  request  to 
labor  and  management  lists  of  experienced,  qualified  arbitra- 
tors from  which  parties  may  select  a  person  to  hear  and  decide 
disputes. 

FMCS  also  provides  assistance  to  parties  in  setting  up 
improved  alternatives  to  case-by-case  selection  of  arbitrators. 
FMCS  provides  assistance  to  parties  on  names,  procedures,  and 
contract  language  for  permanent  umpires  or  panels  for  expedited 
and  regular  arbitration.    FMCS  assistance  in  this  area  increased 
during  1990  and  this  demand  for  assistance  is  expected  to  con- 
tinue in  both  1991  and  1992. 

Under  Public  Law  93-360,  the  FMCS  establishes  boards  of 
inquiry  for  health  care  industry  disputes.    A  board  of  inquiry 
is  usually  appointed  from  the  FMCS  roster  and  the  administra- 
tion of  a  board's  term  of  office  has  been  delegated  to  the 
Office  of  Arbitration  Services. 

Under  the  Civil  Service  Reform  Act  of  1978,  arbitration  is 
the  principal  avenue  available  to  redress  grievances  of  federal 
employees.  It  is  anticipated  that  the  FMCS  activity  in  federal 
sector  arbitration  will  continue  to  increase. 
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V.    MANAGEMENT  AND  ADMINISTRATIVE  SUPPORT 


FMCS  provides  policy  development,  coordination  of  services, 
budget  and  financial  management,  personnel  management,  training, 
automated  information  systems  and  overall  management  of  the  agency 
through  its  national  headquarters.    These  services  are  critical  to 
the  accomplishment  of  the  mission  of  the  agency.    The  following 
efforts  have  been  undertaken  in  1990  and  will  be  continuing  in 
1991  and  1992. 

In  an  effort  to  place  the  leadership  of  the  agency  in  closer 
contact  with  field  mediators  at  a  time  of  increasingly  critical 
collective  bargaining,  several  organizational  changes  have  been 
introduced. 

The  Director,  in  addition  to  his  overall  administrative 
responsibility  and  policy-making  role  for  the  Service  also  acts 
as  liaison  with  the  White  House  and  the  Congress  of  the  United 
States.    He  provides  direction  for  and  participates  in  signifi- 
cant major  disputes  as  the  Nation's  top  mediator. 

The  Deputy  Director  is  responsible  for  assisting  the 
Director  in  all  aspects  of  the  national  mediation  program,  the 
day-to-day  administration  of  the  Service  and  the  development 
of  FMCS  policy.    He  directly  supervises  the  field  and  national 
office  managers. 

An  Assistant  Director  for  Mediation  and  Technical  Services 
was  appointed  for  the  management  of  staff  support  of  all  labor- 
management  dispute  mediation  activities,  as  well  as  technical 
assistance  in  preventive  mediation  activity  associated  with  dis- 
putes.   This  support  includes  direction  of  training,  education, 
research,  planning   arbitration  and  labor-management  cooperative 
programs  including  the  Labor-Management  Grants  Program. 

The  Service's  nine  district  managers  now  report  directly  to 
the  Director  through  the  Deputy  Director.    This  flattened  manage- 
ment profile  has  placed  the  top  managers  of  the  agency  in  closer 
contact  with  the  field  mediators  and  through  them  with  our  clients 
at  a  time  when  immediacy  of  communications  can  mean  the  differ- 
ence between  success  and  failure  of  the  collective  bargaining 
process. 
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The  budget  and  financial  management  of  the  agency  has  been 
consolidated  into  a  single  operation  reporting  to  the  Director 
through  the  Deputy  Director  in  order  to  be  totally  responsive 
on  a  real  time  basis  and  provide  an  integrated  method  of  re- 
sponding to  increasingly  demanding  and  complex  appropriations 
procedures. 

Much  of  the  strategic  planning  which  was  begun  in  1989 
has  been  implemented  and  policy  changes  and  corrections  have 
been  facilitated  by  the  new  horizontal  management  structure. 
The  result  has  been  greater  input  by  field  and  national  office 
managers  with  a  concomitant  increase  in  responsibility  for 
these  managers  to  which  they  have  responded  well. 

Our  goal  will  continue  to  be  to  provide  the  fastest  and 
most  professional  response  possible  to  the  dispute  resolution 
needs  of  the  labor-management  community  of  the  Nation  to  assure 
that  those  who  respond  are  well  trained,  well  motivated  and 
totally  empowered  by  our  national  office  support  to  carry  out 
their  very  important  role  in  America's  collective  bargaining 
process. 
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VI.    LABOR-MANAGEMENT  COOPERATION  PROGRAM 


FMCS  will  award  11  to  13  new  grants  in  FY  1991  to  help 
with  the  establishment  or  expansion  of  labor-management 
committees  in  area,  plant,  industry  and  public  sector  cat- 
egories.   In  addition,  approximately  5  of  the  FY  1989 
grantees  will  be  awarded  extension  grants.    No  funds  for 
this  program  are  requested  for  FY  1992. 
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STAFFING  REQUIREMENTS 


FISCAL  YEAR  1992 


The  budget  request  for  Fiscal  Year  1992  includes  a  total 
of  315  full-time  equivalents— the  same  amount  as  funded  FTE  in 
FY  1991.    The  authorized  FTE  level  in  FY  1991  was  325  before 
funding  cuts  to  the  appropriation. 

A  distribution  of  the  full-time  equivalent  employment  for 
Fiscal  Year  1992  is  as  follows: 


The  following  table  shows  a  distribution  of  full-time 
equivalent  employment  by  activity: 


National  Office  Staff 
Field  Staff 


81 
234 


Total  Full -Time  Equivalent 
Employment 


315 


Activity 


Mediation  Services, 
Preventive  Mediation  and 
Public  Information/ 
Educational  Activities 


246 


Arbitration  Services 


13 


Management  and  Administra- 
tive Support 


56 


Total  Full -Time  Equivalent 
Employment 


315 
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JUSTIFICATION  FOR  FINANCIAL  REQUIREMENTS 
FISCAL  YEAR  1992 
Expected  obligations  for  Fiscal  Year  1992  are  $28,145,000. 

FY  1991         FY  1992  Change 
Total  Obligations  $27,037,000     $28,145,000  +$1,108,000 


A  distribution  by  object  classification  is  as  follows: 

OBJECT  CLASSIFICATION 


FY  1991 

FY  1992 

Change 

Personnel  Compensation: 

Full-time  Permanent 

$16,709,000 

$17,632 ,000 

+$923,000 

Other  than  Full- 

time Permanent 

61,000 

D/ ,  uuu 

4,000 

Other  Personnel 

Compensation 

108,000 

108,000 

Total  Personnel 

Compensation 

16,878,000 

17,797,000 

+ 

919,000 

Personnel  Benefits 

3,389,000 

3,715,000 

+ 

326,000 

Benefits  for  Former 

Personnel 

8,000 

8,000 

Travel  and  Transportation 

of  Persons 

1,238,000 

1,268,000 

+ 

30,000 

Transportation  of  Things 

9,000 

28,000 

+ 

19,000 

Standard  Level  User  Charges  2,722,000 

3,400,000 

+ 

678,000 

Communications,  Utilities, 

and  Other  Rents 

1,094,000 

1,179,000 

+ 

85,000 

Printing  and  Reproduction 

33,000 

45,000 

+ 

12,000 

Other  Services 

400,000 

494,000 

+ 

94,000 

Supplies  and  Materials 

141,000 

154,000 

+ 

13,000 

Equipment 

62,000 

57,000 

5,000 

Grants,  Subsidies,  and 

Contributions 

1,063,000 

-1 

,063,000 

TOTAL  OBLIGATIONS  $27,037,000     $28,145,000  +$1,108,000 
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Personnel  Compensation— $17,797,000 

FY  1991  FY  1992  Change 

Full-time  Permanent  $16,709,000  $17,632,000  +$  923,000 
Other  than  Full- 
time Permanent  61,000  57,000  -  4,000 
Other  Personnel 

Compensation  108,000  108,000  — 

TOTAL  $16,878,000     $17,797,000     +$  919,000 

===========     ===========  =========== 

The  $17,797,000  requested  in  1992  for  Personnel  Compen- 
sation reflects  the  following:    (1)  $17,632,000  in  personnel 
compensation  for  full-time  permanent  employees;  (2)  $52,000 
for  compensation  of  part-time  permanent  and  temporary  adminis- 
trative/clerical employees;  (3)  $5,000  for  compensation  of 
members  of  Boards  and  Panels;  (4)  $101,000  for  incentive  awards, 
Merit  Pay  awards,  and  SES  rank  and  performance  awards;  and  (5) 
$7,000  for  compensation  of  overtime. 


Pe rsonnel  Benefits— $3,715,000 


FY  1991 

FY  1992 

Change 

Retirement,  CSRS  $ 

877,000 

$  901,000 

+$  24,000 

Retirement,  FERS 

529,000 

605,000 

+ 

76,000 

FERS  Thrift 

163,000 

172,000 

+ 

9,000 

Life  Insurance 

38,000 

39,000 

+ 

1,000 

Health  Benefits 

655,000 

678,000 

+ 

23,000 

FICA  Taxes 

324,000 

364,000 

+ 

40,000 

Employee  Compensation 

Payments 

580,000 

649,000 

+ 

69,000 

Cost-of-Living  Allowance 

15,000 

15,000 

Medicare  Tax 

148,000 

182,000 

+ 

34,000 

Official  Station  Transfers 

37,000 

109,000 

+ 

72,000 

Boards  &  Panels  Benefits 

1,000 

1,000 

Labor-Management 

Cooperation  Project 

(LMCP)  Benefits 

22,000 

22,000 

TOTAL 


$3,389,000  $3,715,000 


$+326,000 

:========= 
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The  $3,715,000  requested  in  1992  for  Personnel  Benefits 
includes:    (1)  $901,000  for  payments  to  the  Civil  Service 
Retirement  System;  (2)  $605,000  for  payments  to  the  Federal 
Employees  Retirement  System;  (3)  $172,000  for  thrift  plan 
contributions  under  the  Federal  Employees  Retirement  System; 
(4)  $717,000  for  life  and  health  insurance  payments  for 
employees  who  elect  to  receive  such  coverage;  (5)  $364,000 
for  FICA  payments;  (6)  $649,000  for  compensation  payments 
made  to  FMCS  employees  (and/or  their  spouses)  involved  in 
work-related  accidents  or  injuries;  (7)  $15,000  for  the 
cost-of-living  adjustment  for  the  mediator  stationed  in 
Hawaii;  (8)  $182,000  for  Medicare  payments;  (9)  $1,000  for 
benefits  paid  to  members  of  Boards  and  Panels;  and  (10) 
$109,000  for  real  estate  fees  subsi stance,  miscellaneous 
expenses,  and  income  tax  reimbursements  connected  with 
official  station  transfers  in  FY  1992. 

Benefits  for  Former  Personnel— $8,000 

FY  1991        FY  1992  Change 

Unemployment  Compen- 
sation Payments  $    8,000  $  8,000 


The  $8,000  requested  is  for  Unemployment  Compensation 
payments  to  former  employees. 


Travel  and  Transportation  of  Persons--$l ,268,000 


FY  1991 

FY  1992 

Change 

National  Office 

Assignments 

$65,000 

$65,000 

Field  Station 

Assignments 

1,160,000 

1,180,000 

+  20,000 

Official  Station 

Transfers 

1,000 

3,000 

+  2,000 

New  Mediator  Travel 

18,000 

+  18,000 

Boards  and  Panels 

2,000 

2,000 

LMCP 

10,000 

-$10,000 

TOTAL 

$1,238,000 

$1,268,000 

+$30,000 

=========== 

========== 
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The  $1,268,000  requested  for  Travel  and  Transportation 
of  Persons  includes:    (1)  $65,000  for  travel  performed  by 
national  office  staff;  (2)  $1,180,000  for  field  travel  — 
primarily  for  Dispute  Mediation,  Preventive  Mediation  and 
Public  Information  and  Educational  Activities;  (3)  $3,000 
for  family  travel  expenses  connected  with  official  station 
transfers;  (4)  $18,000  for  travel  of  new  mediators  during 
their  orientation  period;  and  (5)  $2,000  for  travel  expenses 
for  Boards  and  Panels  members. 

Transportation  of  Things— $28,000 

FY  1991         FY  1992  Change 

Transportation  of  House- 
hold Goods  $  9,000         $27,000      +  $18,000 

Miscellaneous  Transpor- 
tation Costs   —  1,000      +     1 ,000 

TOTAL  $  9,000         $28,000  +$19,000 


The  $28,000  requested  for  FY  1992  for  Transportation  of 
Things  includes:    (1)  $27,000  for  transportation  of  house- 
hold goods  connected  with  official  station  transfers  expected 
in  FY  1992;  and  (2)  $1,000  for  miscellaneous  transportation 
expenses. 


Rents,  Communications,  and 

Utilities- 

-$4,579,000 

FY  1991 

FY  1992 

Change 

Communications 

FTS  System 

$375,000 

$392,000 

+$  17,000 

GSA  Service 

255,000 

266,000 

+  11,000 

Commercial  Telephone 

135,000 

165,000 

+  30,000 

Postage 

150,000 

190,000 

+  40,000 

Telegrams  &  Misc.  Comms. 

4,000 

4,000 

LMCP 

17,000 

-  17,000 

TOTAL  COMMUNICATIONS 

$936,000 

$1,017,000 

+$  81,000 
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Rentals 
Office  Space 
ADP  Equipment 
Reproduction  and  Mis- 
cellaneous Equipment 
Boards  and  Panels 
Conference  Room 
Passenger  Motor  Vehicle 

TOTAL  RENTALS 


TOTAL  RENTS, 
COMMUNICATIONS, 
AND  UTILITIES  $  3,816,000     $4,579,000  +$763,000 


Communications— The  $1,017,000  requested  in  FY  1992  for 
Communications  and  Utilities  includes:  (1)  $823,000  for  FTS, 
GSA  Service,  and  commercial  system  charges;  (2)  $190,000  for 
postage;  and  (3)  $4,000  for  telegrams  and  miscellaneous  com- 
munications used  in  critical  negotiations. 

Rentals--The  $3,562,000  requested  in  FY  1992  for  Rentals 
includes:    (1)  $3,400,000  for  office  space;  (2)  $70,000  for 
automated  data  processing  equipment;  (3)  $82,000  for  reproduc- 
tion and  miscellaneous  equipment;  (4)  $5,000  for  motor  vehicle; 
(5)  $3,000  for  conference  rooms  used  during  certain  negotiations; 
and  (6)  $2,000  for  Boards  and  Panels  expenses. 


FY  1991 


FY  1992 


Change 


$2,722,000 
70,000 

79,000 
2,000 
2,000 
5,000 


$3,400,000 
70,000 

82,000 
2,000 
3,000 
5,000 


+$678,000 

+  3,000 
+  1,000 


$2,880,000     $3,562,000  +$682,000 


Printing  and  Reproduction--$45,000 

FY  1991  FY  1992  Change 

FMCS  Forms  &  Other  Printing  $33,000  $45,000  +$12,000 


The  $45,000  requested  in  FY  1992  for  Printing  and  Repro- 
duction is  for  agency  forms  and  miscellaneous  printing. 
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Other  Services— $494,000 


FY  1991 

FY  1992 

Change 

Professional  Development 

and  Training 

$  25,000 

$25,000 

-- 

Maintenance  of  ADP  Equipment 

59,000 

60,000 

+$ 

1,000 

Support  Services  for  ADP 

Development 

106,000 

113,000 

+$ 

7,000 

Office  Repairs,  Altera- 

tions and  Maintenance 

25,000 

80,000 

+ 

55,000 

0PM  Investigations 

— 

21,000 

+ 

21 ,000 

Health  Care  Services 

28,000 

28,000 

— 

Maintenance  of  Office 

Machines  and  Equipment 

33,500 

34,500 

+ 

1,000 

Official  Station  Transfers 

4,000 

12,000 

+ 

8,000 

Boards  and  Panels 

20,000 

20,000 

Official  Representation  Fund 

2,500 

2,500 

Guard  Services 

67,000 

72,000 

+ 

5,000 

Other  Contractual  Services 

18,000 

18,000 

Moving  Expenses 

8,000 

8,000 

LMCP 

4,000 

4,000 

TOTAL 

$400,000 

$494,000 

+$  94,000 

The  $494,000  requested  for  FY  1992  for  Other  Services  in- 
cludes: (1)  $25,000  for  professional  development  and  training; 
(2)  $173,000  for  regular  ADP  operations  and  for  operations  of 
the  Payroll /Personnel  system;  (3)  $80,000  for  office  repairs, 
alterations  and  maintenance;  (4)  $21,000  for  Office  of  Per- 
sonnel Management  investigations  of  employees  hired  to  fill 
sensitive  positions,  including  new  mediators;  (5)  $28,000 
for  health  care  services-HHS  health  unit  fees;  (6)  $34,500 
for  maintenance  of  office  machines;  (7)  $20,000  for  Boards 
and  Panels  expenses;  (8)  $2,500  for  official  representation 
expenses;  (9)  $72,000  for  Guard  Services;  (10)  $8,000  for 
moving  expenses;  (11)  $18,000  for  other  contractual 
services;  and  (12)  $12,000  for  storage  of  household  goods 
in  connection  with  the  official  station  transfers  expected 
in  FY  1992. 
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Supplies  and  Material s--$l 50, 000 

FY  1991  FY  1992  Change 

Supplies  and  Materials        $83,000  $  87,000     +  4,000 

ADP  Supplies                        45,000  45,000 

Subscriptions                      12,000  22,000     +  10,000 

LMCP  1,000   —     -  1,000 

TOTAL                                $141,000  $154,000     +$  13,000 


======== 


The  $141,000  requested  in  FY  1992  for  Supplies  and  Mate- 
rials includes:  (1)  $87,000  for  regular  supplies  and  materials; 
(2)  $45,000  for  ADP  supplies;  and  (3)  $22,000  for  subscriptions, 


Equipment--$57,000 


FY  1991  FY  1992  Change 


Furniture,  Fixtures  and 

Office  Equipment  $  10,000  $  10,000 

ADP  Equipment  50,000  45,000  -  5,000 
Audio-Visual  Equipment 

and  Training  Films  2,000  2,000   

TOTAL  $  62,000  $  57,000        -$  5,000 


The  $57,000  requested  in  FY  1992  for  Equipment  includes: 

(1)  $10,000  for  furniture,  fixtures,  and  office  equipment;  (2) 

$45,000  for  ADP  Equipment;  and  (3)  $2,000  for  audio-visual 
equipment. 


Grants,  Subsidies,  and  Contributions 

FY  1991  FY  1992  Change 

Grants,  Subsidies,  and 
Contributions  $1,063,000  —  -$1,063,000 

==========      =========  =========== 
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CAMEO  CASES 


FMCS  is  in  the  business  of  problem-solving.    Working  in  the 
field  of  labor-management  relations,  the  dual  goals  of  the  Service 
are  to  assist  the  parties  in  reaching  timely  and  mutually  acceptable 
resolution  of  differences  in  negotiations,  and  to  aid  them  in  estab- 
lishing peaceful  and  productive  relationships. 

The  Service  has  been  aware  for  many  years  of  a  difficult  dimen- 
sion of  its  work,  that  of  measurement  of  the  benefits  of  its  various 
mediation  activities,  especially  the  more  successful  efforts  of  field 
mediators  in  difficult  situations.    The  Service  has  focused  on  this 
problem  by  identifying  examples  of  mediation  activity  in  which  the 
involvement  of  FMCS  has  made  a  measurable  contribution. 

The  means  of  identifying  and  documenting  these  exemplary  case 
activities  is  through  Cameo  Cases.    These  cases  demonstrate  the 
benefits  derived  from  active  mediation  involvement  in  potentially 
serious  disputes  or  troubled  relationships  between  labor  and 
management. 

This  year's  Cameo  Cases  include  examples  of  both  dispute  medi- 
ation and  preventive  mediation.    Cameo  Cases  are  offered  as  examples 
of  the  effectiveness  and  importance  of  FMCS  intervention  in  labor- 
management  situations  all  over  the  United  States. 
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HIGH  STAKES  IN  BOEING 


1989  was  a  banner  year  for  Boeing,  the  world's  largest  aircraft 
manufacturer.    The  company,  which  produces  60%  of  the  worlds  air- 
craft, had  orders  for  1,718  commercial  airplanes  worth  some  $85  bil- 
lion, and  was  enjoying  record  profits. 

The  company  employs  165,000  workers  nationwide,  and  is  the 
largest  employer  in  Seattle,  with  103,000  in  the  Puget  Sound  area. 
Boeing's  weekly  payroll  alone  exceeds  $13  million  dollars.    The  firm 
is  also  a  major  U.S.  defense  contractor  and  one  of  the  largest  ex- 
porters in  the  United  States. 

The  International  Association  of  Machinists  and  Aerospace 
Workers  (IAM),  one  of  the  strongest  unions  in  the  Nation,  represents 
approximately  57,000  Boeing  employees  --  43,000  in  Seattle,  Washing- 
ton, 2,000  in  Portland,  Oregon,  and  another  12,000  in  Wichita,  Kansas. 

Bargaining  History 

The  union  entered  the  1989  bargaining  sessions  with  the  inten- 
tion of  having  the  workers  share  in  the  company's  current  prosperity. 
Due  to  the  immense  difficulties  in  manufacturing  aircraft,  Boeing  must 
utilize  skilled  labor  for  production.    As  a  result,  the  union  expected 
to  regain  some  of  the  concessions  granted  to  management  during  the 
1983  and  1986  agreements.    While  the  1986  agreement  had  provided  for 
substantial  bonuses,  a  cost-of-living  increase,  improved  health  care 
and  a  modified  two-tier  wage  system,  the  IAM  was  pushing  hard  for  a 
substantial  increase  in  wages  during  the  1989  negotiations.    This  bar- 
gaining history  at  Boeing,  along  with  an  18-day  company-wide  strike  in 
1965  and  a  similar  work  stoppage  of  45  days  in  1977,  as  well  as  a  nar- 
rowly averted  strike  in  1986,  provided  some  additional  background  for 
the  1989  negotiations. 

1989  Negotiations 

In  mid-September,  with  the  current  contract  due  to  expire  in 
early  October,  both  parties  requested  that  FMCS  assign  a  mediator  to 
facilitate  the  negotiations. 

The  union,  which  shied  away  from  substituting  bonuses  for  a 
higher  hourly  wage,  was  asking  for  a  19%  wage  increase  over  3  years, 
while  the  company  had  offered  10%  plus  substantial  bonuses.  On 
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October  2,  Boeing  made  its  final  offer  which  included  10%  over  three 
years,  bonuses  of  8%  and  3%  in  the  first  two  years,  a  cost-of-living 
allowance  equal  to  99%  of  inflation,  and  reductions  in  mandatory  over- 
time to  160  hours  per  quarter. 

On  October  3,  the  I AM  presented  the  proposal  to  its  membership, 
which  rejected  the  offer  by  70%;  85%  of  the  membership  then  voted  to 
strike.    On  October  4,  the  strike  began,  with  57,000  workers  on  the 
picket  line.    The  effect  on  the  local  and  national  economy  was 
instantaneous;  in  the  Seattle  area  alone  the  strike  was  estimated  to 
cost  the  community  $30  million  per  week.    Boeing,  which  was  scheduled 
to  produce  90  planes  in  the  third  quarter  of  1989,  estimated  produc- 
tion to  be  off  as  much  as  50%,  costing  the  company  nearly  $2.25  bil- 
lion in  revenues  and  penalties.    Negotiations  resumed  in  mid-October, 
but  the  two  sides  were  still  far  apart.    The  union  alleged  the  company 
was  holding  out  and  could,  in  fact,  grant  a  higher  across-the-board 
wage  increase.  The  company  maintained  its  position  that  it  could  not 
afford  to  go  any  higher  than  its  initial  offer.    Once  again,  talks 
were  broken  off. 

On  October  30,  the  federal  mediator  called  for  a  resumption  of 
negotiations.    Management  put  forth  another  proposal,  this  time  offer- 
ing to  increase  the  bonus  to  10%  the  first  year  and  to  4%  in  each 
additional  year;  however,  the  cost-of-living  increase  was  changed 
from  the  company's  previous  offer,  with  the  wage  increase  remaining 
at  10%. 

On  November  4,  the  union  again  rejected  the  offer,  this  time  be- 
cause the  cost-of-living  adjustment  had  been  changed.  Negotiations 
were  again  called  off  and  workers  remained  on  strike.    Both  the  com- 
pany and  the  union  were  feeling  themselves  backed  into  a  corner  from 
which  neither  could  retreat. 

The  Mediator  Recommendation 

By  this  time,  both  the  national  and  local  economy  were  feeling 
the  effects  of  the  strike.    The  White  House  cited  the  stoppage  as  a 
factor  in  October's  low  retail  sales  and  industrial  indicators. 
Even  the  U.S.    trade  deficit  was  affected  because  of  Boeing's  role 
as  a  leading  exporter.    The  situation  was  further  exacerbated  because 
Boeing  traditionally  shut  down  during  the  latter  part  of  December 
through  the  first  part  of  January.    If  the  strike  was  not  settled 
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soon,  the  effects  on  the  Seattle  economy  would  prove  devastating. 
With  calls  from  the  Secretary  of  Labor  and  the  Pentagon  becoming  rou- 
tine, the  FMCS  mediator  decided  it  was  time  to  use  an  innovative  but 
risky  procedure  in  achieving  a  resolution  to  the  dispute      the  "medi- 
ator recommendation."  This  form  of  intervention  had  been  used  to  set- 
tle other  difficult  national  disputes  for  the  past  twenty  years. 

On  November  18,  FMCS  called  the  parties  back  to  the  table. 
After  four  hours  of  talks,  it  was  clear  the  parties  were  still  as  far 
apart  on  the  issues  as  they  had  been  two  weeks  previously.    At  this 
point,  the  mediator  separated  the  parties  and  proposed  to  the  company 
that  he  would  make  a  "mediator  recommendation."    If  the  parties  ac- 
cepted his  proposal,  the  strike  would  end;  otherwise,  the  mediator 
could  lose  his  acceptability.    Another  mediator  would  be  assigned 
and  the  mediation  would  then  continue. 

The  mediator's  suggestion  that  he  make  a  final  recommendation 
was  acceptable  to  the  company.    The  mediator  then  went  to  the  union 
and  informed  them  of  his  plans  to  make  a  formal  recommendation. 
After  much  discussion  they  also  agreed  that  it  was  worth  the  attempt. 

The  Agreement 

The  mediator  then  reviewed  both  the  company  and  the  union  pro- 
posals, and  subsequently  suggested  that  the  company  increase  its 
bonus  in  the  second  year  by  1%,  restore  the  cost-of-living  offer 
and  reduce  the  required  amount  of  overtime  from  160  to  144  hours 
each  quarter.    The  wage  increase  would  remain  at  10%.    This  offer 
was  acceptable  to  the  company,  which  then  authorized  the  mediator 
to  present  it  to  the  union  committee.    The  union  committee  accepted 
it  by  a  3-2  vote.    At  the  end  of  a  15-hour  session,  the  parties 
reported  to  the  media  an  agreement  had  been  reached  which  would  be 
presented  to  the  union  membership  that  evening. 

On  November  20,  more  than  30,000  union  members  gathered  at 
the  Seattle  Kingdome  to  vote  on  the  proposal.    Fortunately,  it  was 
accepted  by  a  81%  margin,  thus  ending  the  seven-week  strike.  Had 
the  conflict  continued  through  December  and  on  into  January,  the 
strike  would  have  cost  approximately  $150  million  and  untold  late 
penalties  to  the  company. 
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The  decision  to  make  a  mediator  recommendation  1s  reserved  for 
unusual  cases  with  national  impact,  and  is  not  taken  lightly.  It 
is  necessary  for  mediators  to  obtain  the  approval  of  their  District 
Directors  before  moving  ahead  with  a  recommendation.  However,  in  all 
cases,  the  decision  of  whether  to  accept  such  a  recommendation  ulti- 
mately rests  in  the  hands  of  the  parties. 

Both  sides  claimed  the  new  billion  dollar  agreement  as  a  victory, 
while  assigning  much  of  the  credit  for  Its  success  to  the  mediator's 
willingness  to  take  a  risk.    As  the  union  president  said  "He  took  a 
'  bold  stand.    The  parties  were  far  apart  on  the  issues.    What  it  took 
was  some  bold  steps  on  the  part  of  the  mediator  to  bring  the  parties 
together."   The  chief  Boeing  negotiator  added  "He  seems  to  know  the 
timing,  when  to  separate  us  and  when  to  get  us  face-to-face.  I 
trust  him,  and  that's  the  bottom  line." 
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EARLY  CONTRACT  SETTLEMENT  AT  THE  PHILADELPHIA  INQUIRER 

In  May  1989,  the  Philadelphia  Inquirer  and  the  12  unions  with 
separate  bargaining  units,  representing  the  newspaper's  five  thousand 
organized  workers,  successfully  reached  an  early  contract  resolution. 
This  was  in  stark  contrast  to  the  previous  round  of  negotiations  in 
1985  when  a  46-day  strike  ensued  costing  the  employees  an  estimated 
$26  million  loss  in  wages  and  benefits  and  cost  the  company  $50  mil- 
lion in  revenues.    Why  the  turnaround?   According  to  the  FMCS  media- 
tor assigned  to  this  case,  the  difficult  experiences  of  the  lengthy 
strike  three  years  earlier  had  not  left  the  memories  of  either  the 
unions  or  management,  leaving  the  prospect  of  a  work  stoppage  hang- 
ing over  their  heads  like  the  sword  of  Damocles. 

A  second  incentive  was  that  of  competitive  pressures.  The 
Inquirer  intended  to  move  its  existing  publishing  facilities  from 
downtown  Philadelphia,  where  they  have  been  located  for  150  years, 
to  an  ultra-modern  printing  and  distribution  complex  featuring  the 
latest  technological  advances,  in  the  suburbs  some  25  miles  away. 
However,  to  make  this  a  smooth  and  effective  transition,  the  com- 
pany needed  a  long  term  contract  with  extensive  work  rule  and  man- 
ning changes  affecting  a  number  of  the  bargaining  units. 

Normally,  negotiations  involving  a  single  bargaining  unit 
faced  with  such  a  task  can  become  quite  complex.    The  Inquirer, 
similar  to  most  organized  newspapers  throughout  the  country,  had 
to  negotiate  with  12  separate  unions,  each  with  its  own  needs, 
unique  organizational  culture,  history  and  jurisdictions. 

Concerned  with  obtaining  a  smooth  transition  to  the  new  facil- 
ity, negotiations  were  initiated  11  months  prior  to  contract  expi- 
ration.   Mediation  was  involved  from  the  beginning  and  proved 
invaluable.    Although  a  majority  of  the  bargaining  units  faced 
changes  in  work  rules  and  manning,  those  most  affected  by  alter- 
ations in  the  contract  would  be  the  mailers,  pressmen  and  drivers. 

Negotiations  occurred  sequentially,  one  union  at  a  time. 
This  was  due  in  part  to  management's  use  of  only  one  bargaining 
team,  and  because  the  initial  settlements  would  then  form  the 
basis  for  later  agreements  with  other  unions.    Those  contracts 
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affecting  unions  which  faced  the  most  severe  changes  were  negoti- 
ated first.    Initial  negotiations,  starting  in  October,  were  fur- 
ther complicated  because  the  locally  based  independent  mailers 
union  was  in  the  process  of  affiliating  with  the  International 
Brotherhood  of  Teamsters.    When  the  critical  work  rule  and  manning 
issues  were  resolved  with  the  mailers,  the  negotiations  then  turned 
to  the  pressmen  and  subsequently  to  the  drivers. 

With  major  assistance  from  the  assigned  mediator,  each  union 
contract  was  resolved  until  management  had  negotiated  satisfactory 
changes  with  all  12  bargaining  units.  Obviously  some  units  faced 
greater  difficulties  than  others,  but  by  late  February,  after 
4  1/2  months  of  negotiations  and  over  60  joint  meetings  involving 
the  mediator,  the  parties  concluded  the  first  segment  of  negotia- 
tions and  turned  their  attention  to  the  economic  package. 

During  the  second  round  of  negotiations,  the  12  bargaining 
units  decided  to  form  a  five-member  executive  committee  which 
would  deal  directly  with  the  employer.    After  six  more  weeks  of 
fervent  negotiations  under  the  direction  of  the  mediator,  a  ten- 
tative four-year  contract  was  reached.    It  took  another  four 
weeks,  until  May  3,  1989,  for  each  of  the  bargaining  units  to 
ratify  the  new  contract.    While  the  whole  process  took  six  months 
to  complete,  a  signed  agreement  was  in  place  five  months  prior  to 
the  existing  contracts'  expirations.    Finally,  in  mid-October  1989, 
the  Philadelphia  Inquirer  broke  ground  for  its  new  $500  million 
facility.    All  the  parties  involved,  both  management  and  union 
leaders,  expressed  their  belief  that  the  ground  breaking  ceremonies 
would  not  have  occurred  without  the  assistance  of  the  FMCS  mediator. 
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MUTUAL  GAIN  BARGAINING  SUCCESSFUL  WITH 
SOUTHERN  NEW  ENGLAND  TELECOMMUNICATIONS  AND 
THE  CONNECTICUT  UNION  OF  TELEPHONE  WORKERS 

Southern  New  England  Telecommunications  (SNET)  is  an  independent 
telecommunications  company  supplying  a  network  of  services,  informa- 
tion management  systems  and  communications  equipment  to  1.5  million 
business  and  residential  customers  in  Connecticut.    SNET,  a  Bell  Sys- 
tem company  before  the  Bell  System  breakup  in  January  1984,  employs 
over  13,500  people  and  generates  some  $1.6  billion  in  annual  revenues 
and  sales.    Some  10,000  SNET  employees  are  represented  by  the  Con- 
necticut Union  of  Telephone  Workers  (CUTW),  an  independent  union 
formed  in  1935,  which  also  represents  employees  of  the  Woodbury 
Telephone  Company  and  Storer  Cable  TV. 

Prior  Negotiations 

In  the  decade  prior  to  the  1984  breakup  of  the  Bell  System  the 
major  issues  of  wages,  benefits  and  pensions  for  all  Bell  System  con- 
tracts, including  SNET,  were  bargained  at  the  national  level  with 
SNET  and  CUTW  participating.    These  national  negotiations  were  last 
held  in  August  of  1983  when  the  Telecommunications  International 
Union,  of  which  CUTW  was  then  a  part,  called  a  2  1/2  week  strike 
before  a  settlement  was  reached. 

Beginning  in  May  1986  the  SNET  and  CUTW  negotiating  teams  began 
the  collective  bargaining  process  to  replace  the  three-year  contract 
that  was  due  to  expire  in  August.    This  was  the  first  time  since 
1974  that  full  contract  negotiations  were  being  held  locally.  The 
major  issues  being  discussed  were  wages  and  benefits  with  particular 
attention  on  lump  sum  wage  payments  and  a  health  care  plan  with  em- 
ployee co-payments  and  deductibles. 

The  negotiations  went  to  the  August  9th  deadline  with  a  tenta- 
tive agreement  made  in  the  eleventh  hour.    When  the  proposed  agree- 
ment went  for  a  union-wide  ratification  vote  in  September,  the  pro- 
visions were  rejected  by  the  union  membership  and  a  strike  was  called. 
The  strike  lasted  ten  weeks,  until  October  23,  at  which  point  the 
SNET  put  forth  its  final  offer.    The  proposal  was  again  put  forward 
to  the  union  membership,  this  time  without  the  endorsement  of  the 
union  leadership.    On  November  7,  the  contract  was  ratified  and  CUTW 
members  began  returning  to  work. 
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The  1989  Negotiations 

In  1988  CUTW  elected  a  new  president  who  emphasized  a  focus  on 
communications,  leadership  credibility  and  union  strength.  SNET 
meanwhile  had  added  a  new  labor  relations  officer,  who  wanted  mange- 
ment  to  use  collaborative  approaches  to  problem-solving  in  their 
dealings  with  the  union.    Joint  discussions  were  initiated  regarding 
concerns  and  interests  facing  both  labor  and  management  in  the  upcom- 
ing 1989  negotiations.    In  order  to  avoid  a  repeat  of  the  1986  nego- 
tiations, both  parties  agreed  to  try  a  "mutual  gains,"  or  Win-Win 
approach  to  bargaining.    This  new  approach  to  negotiating  emphasized 
looking  at  interests  rather  than  positions,  and  weighed  merits  of 
issues  rather  than  haggling  over  demands.    The  process  followed  non- 
adversarial  guidelines  and  required  collaborative  behavior  at  the 
table. 

A  New  Approach 

The  parties  subsequently  went  through  a  training  workshop  under 
the  auspices  of  Harvard  University  with  a  grant  from  the  Department 
of  Labor  on  the  techniques  of  mutual  gain  bargaining.    FMCS  was 
asked  to  facilitate  the  actual  negotiations  which  required  a  much 
greater  commitment  of  time  and  effort  than  normal,  including  early 
intervention  by  the  mediator.    The  mediator  placed  more  of  the 
burden  for  problem-solving  on  the  respective  committees  while  work- 
ing at  keeping  them  from  reverting  back  to  the  traditional  adver- 
sarial approach.    In  addition,  the  mediator  assisted  the  parties  in 
their  joint  effort  and  decision  to  split  the  bargaining  teams  into 
highly  specific  joint  work  groups  or  task  forces  charged  with  in- 
depth  explorations  of  specific  issues  such  as  dependent  care  or 
contract  language.    Additional  pressure  was  felt  by  all  parties  to 
make  this  new  approach  work  because  the  New  York/New  England  Tele- 
phone Exchange  was  undergoing  a  strike  due  to  a  breakdown  in  negoti- 
ations over  similar  issues. 

After  twenty-eight  meetings  through  the  Summer  of  1989,  the 
parties  concluded  a  three  and  one-half  year  agreement  which  was 
recommended  and  ratified  by  the  membership.  Both  parties  hailed 
the  agreement  as  being  one  of  the  most  progressive  in  the  country. 
It  achieved  a  balance  between  meeting  the  needs  of  the  employees 
while  enabling  the  company  to  provide  its  customers  with  quality 
service  in  an  increasingly  competitive  environment. 
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The  significance  of  this  settlement  was  that  it  signaled  a 
beginning  of  a  new  relationship  between  labor  and  management.  In 
a  letter  to  the  FMCS  mediator  who  facilitated  the  proceedings,  the 
principal  negotiating  officers  of  both  the  union  and  management 
expressed  their  appreciation  of  the  mediator's  assistance  and  a 
willingness  to  work  with  FMCS  again  in  the  future.    Joint  labor- 
management  committees  continue  to  meet  and  employee  involvement 
programs  are  underway  with  FMCS  acting  as  a  resource  to  foster 
and  maintain  the  relationship. 
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A  PREVENTIVE  MEDIATION  EFFORT:    IMPROVING  THE  BARGAINING  RELATIONSHIP 
BETWEEN  THE  MARTIN  MARIETTA  CORPORATION  AND  THE  ATOMIC  TRADES 
AND  LABOR  COUNCIL 

The  Manhattan  Engineering  Project,  established  during  World 
War  II,  gave  rise  to  the  city  of  Oak  Ridge,  Tennessee.    Three  major 
government -owned  plants  were  established  in  a  sparsely  populated  area 
of  Tennessee  which  had  an  abundance  of  electric  power  supplied  by  the 
then  recently  created  Tennessee  Valley  Authority.    These  plants  are 
still  known  by  their  secret  wartime  map  coordinates  (K-25,  Y-12,  and 
X-10).    The  X-10  plant  is  perhaps  better  known  as  the  Oak  Ridge 
National  Laboratory.    The  Y-12  plant  is  a  production  plant  where 
components  for  nuclear  weapons  are  manufactured. 

The  plants  are  still  owned  by  the  U.S.  Government  and  are  pres- 
ently managed  by  the  Martin  Marietta  Corporation  on  a  fee  basis.  In 
the  past,  other  major  companies  have  managed  the  plants.    The  Union 
Carbide  Corporation  was  manager  for  many  years  until  it  gave  up  the 
contract  and  Martin  Marietta  took  over  in  1984. 

The  X-10  and  Y-12  plants  are  organized  on  a  craft  union  basis. 
The  18  unions  represented  in  the  plants  are  combined  in  one  central 
body  called  the  Atomic  Trades  and  Labor  Council  which  is  affiliated 
with  the  AFL-CIO  Metal  Trades  Department.  Voting  on  the  Council  is 
roughly  proportional  to  the  number  of  members  each  union  has  among 
the  crafts  in  the  workforce.  The  Machinists  have  the  largest  single 
block  of  votes. 

The  bargaining  relationship  is  an  old  one.    Some  of  the  craft 
unions  were  formed  soon  after  the  plants  were  built.    This  old  bar- 
gaining relationship  has  not  been  very  cooperative.  Contracts 
were  always  difficult  to  reach  and  federal  mediators  had  the  task  of 
finding  the  basis  for  agreement  between  parties  who  were  distrustful 
of  each  other's  motives.    Periodically,  the  basis  for  agreement 
could  not  be  found  in  time  to  avert  a  strike  and  the  relationship 
retained  its  adversarial  character. 

Previous  Collective  Bargaining  Experience 

In  1981  there  was  a  strike  of  seven  weeks  during  the  early  phases 
of  the  Reagan  administration's  defense  buildup.    Major  weapons  pro- 
grams were  stalled  while  the  parties  remained  at  loggerheads  over 
issues  that  were,  in  retrospect,  minor  as  compared  to  the  problems 
seen  at  the  bargaining  table  today.    It  was  again  through  FMCS 
intervention  and  round-the-clock  bargaining  that  the  1981  strike  was 
finally  settled. 
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In  1984,  when  the  labor  agreement  was  near  expiration,  the 
Martin  Marietta  Corporation  had  just  taken  over  the  management  of  the 
plants.    The  combination  of  a  new  employer  with  a  different  bargain- 
ing style  and  the  hangover  of  mistrust  from  the  past  made  for  a 
difficult  negotiation.    A  strike  was  narrowly  averted  only  minutes 
before  the  union's  delegate  body  was  due  to  vote  on  whether  to  accept 
an  agreement  or  recommend  a  strike. 

1987:    BARGAINING  AND  BEYOND 

That  luck  was  not  to  hold  in  the  1987  negotiations.    A  number  of 
major  issues  separated  the  parties  who  were  unable  to  compromise 
their  differences  despite  the  active  and  prolonged  intervention  of 
two  federal  mediators.    The  ensuing  strike  lasted  15  weeks  and  was 
characterized  by  bitterness  and  distrust.    When  the  strike  finally 
ended,  the  relationship  between  the  two  sides  appeared  to  be  worse 
than  ever.    The  parties  had  very  little  good  to  say  about  each  other 
and  viewed  each  other's  actions  and  policies  with  suspicion  and 
distrust. 

The  mediators  involved  in  the  1987  negotiations  saw  the  need  for 
FMCS  to  try  to  become  involved  in  improving  the  labor-management  rela- 
tionship.   Representatives  of  labor  and  management  were  urged  to 
attend  a  series  of  off -site  meetings  chaired  by  federal  mediators  in 
order  to  discuss  mutual  concerns  without  having  the  pressure  of  a 
contract  deadline.    At  first  they  participated  in  these  off -sites 
in  a  guarded  and  hesitant  manner.    Soon  however,  they  began  to  com- 
municate more  openly  and  honestly  and  to  learn  about  each  other's 
organizations  and  problems.    They  began  to  develop  trust  in  each 
other  as  people.    The  leadership  of  both  the  Atomic  Trades  and 
Labor  Council  and  the  Martin  Marietta  Corporation  felt  that  the 
improved  relationship  was  so  important  to  all  concerned  that  they 
jointly  requested  FMCS  to  invest  the  time  and  resources  needed  to 
carry  the  message  of  cooperation  to  over  one  thousand  supervisors 
and  union  stewards. 

One  of  the  Largest  FMCS  Preventive  Mediation  Programs 

The  FMCS  District  Director  in  Atlanta  approved  one  of  the 
largest  preventive  mediation  programs  ever  undertaken  by  the  agency. 
Using  a  format  developed  by  the  Preventive  Mediation  Coordinator  and 
a  mediator  from  the  Atlanta  office,  virtually  every  steward  and 
supervisor  in  both  plants  went  to  a  day-long  training  program  con- 
ducted over  two  separate  weeks  in  December  1989  and  January  1990. 
Seven  federal  mediators  conducted  this  intensive  program. 
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The  payoff  was  seen  in  a  gradually  improving  relationship  and  in 
the  successful  contract  negotiation  which  resulted  in  an  agreement 
and  overwhelming  ratification  in  late  June  of  1990.    The  parties 
requested  that  federal  mediators  join  them  for  the  final  two  weeks  of 
their  bargaining  but  to  get  actively  involved  only  if  the  parties 
bogged  down  as  they  had  inevitably  done  in  the  past.    The  mediators 
consulted  with  the  parties  as  the  negotiations  proceeded  and  were 
used  as  resource  persons  but  did  not  have  to  be  directly  involved  in 
the  negotiations  as  had  been  the  case  in  past  bargaining. 

The  atmosphere  of  credibility  and  trust  at  the  bargaining  table 
was  markedly  different  from  past  negotiations.    A  tentative  agreement 
was  reached  on  the  afternoon  of  the  final  day  and  the  union's  dele- 
gate body  (some  65  persons)  voted  to    recommend  the  tentative  settle- 
ment to  the  rank-and-file  for  acceptance.    The  subsequent  positive 
vote  was  overwhelming.    At  the  final  session  and  later  in  their 
statements  to  the  news  media,  the  parties  pointed  to  the  FMCS  preven- 
tive mediation  effort  as  being  decisive  in  creating  the  kind  of  rela- 
tionship in  which  the  parties  could  reach  agreement  in  an  atmosphere 
of  cordiality  and  mutual  trust.    While  the  drain  on  FMCS  was  signif- 
icant, the  benefit  to  the  union,  the  company,  and  the  U.S.  Government, 
in  terms  of  work  and  jobs  preserved,  far  outweighed  the  cost. 
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MEDIATION  OF  A  LONG  STANDING  DISPUTE 
BETWEEN  THE  SOCIAL  SECURITY  ADMINISTRATION  AND 
THE  AMERICAN  FEDERATION  OF  GOVERNMENT  EMPLOYEES 


Bargaining  History 

The  first  national  labor  agreement  between  the  Social  Security 
Administration  (SSA)  and  the  American  Federation  of  Government  Em- 
ployees (AFGE)  was  negotiated  in  1982.    The  bargaining  process,  which 
lasted  18  months,  included  extensive  involvement  of  both  FMCS  and  the 
Federal  Service  Impasses  Panel  (FSIP).    To  achieve  a  resolution  of  the 
outstanding  differences  between  the  parties,  the  FSIP  appointed  a 
mediator-arbitrator,  who  assisted  the  parties  in  reaching  a  resolu- 
tion of  the  issues  in  dispute. 

Prior  to  the  national  agreement,  the  representational  duties  of 
the  union  were  carried  out  at  the  local  area  level  with  minimal  use 
of  official  time  and  virtually  no  travel.    Under  the  new  agreement, 
extensive  travel  was  required  by  members  of  AFGE's  Field  Committees 
located  throughout  the  country.    Field  Committee  members  represent 
the  SSA's  75,000  employees  in  both  the  grievance  procedure  and  Impact 
and  Implementation  Bargaining  (a  process  by  which  unions  can  negotiate 
how  changes  imposed  by  management  will  occur).    Most  of  these  Commit- 
tee members  perform  this  duty  on  a  daily  basis  within  their  geograph- 
ical locations  and  at  the  national  headquarters  of  the  SSA  in  Balti- 
more, Maryland. 

Arkitralion  Attempts  at  Resolving  the  Issue 

With  the  implementation  of  the  new  national  agreement  in  1983,  a 
dispute  arose  between  union  and  management  as  to  whether  or  not  Com- 
mittee  members  of  the  union's  National  Social  Security  Council  were 
entitled  to  be  paid  for  travel  and  time  and  related  expenses  when 
performing  their  representational  bargaining  duties.    Because  the 
AFGE  and  the  SSA  were  unable  to  resolve  the  "Travel  and  Official  Time" 
issue,  the  dispute  was  then  processed  through  the  grievance  procedure 
and  from  there  went  to  arbitration  under  the  terms  of  the  national 
agreement.    The  arbitrator  ruled  that  the  union  was  entitled  to  offi- 
cial time  pay  and  per  diem  including  travel.    If  the  Agency  alleged 
abuse  of  this  system,  recourse  would  be  provided  through  the  "Grant 
and  Grieve"  process.    "Grant  and  Grieve"  stipulated  that  SSA  would 
pay  for  the  costs  incurred  by  the  Committee  members  in  the  course  of 
their  representational  duties;  however,  SSA  could  immediately  file  a 
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grievance  contesting  their  responsibility  for  payment.    Soon  there- 
after, SSA  began  formally  filing  grievances. 

Three  years  later,  in  1985,  when  the  opportunity  arose  to  modify 
the  just -expiring  national  agreement,  the  parties  elected  to  renew 
the  contract  without  change  in  spite  of  the  continuing  official 
time  dispute.    Hundreds  of  grievances,  arising  out  of  this  "Grant  and 
Grieve"  procedure,  accumulated  without  resolution.    Some  years  later, 
after  numerous  attempts  through  all  available  legal  channels  to  have 
the  "Grant  and  Grieve"  decision  set  aside,  the  Social  Security  Admin- 
istration was  successful  in  having  the  issue  again  submitted  to  an 
arbitrator  to  test  the  findings  of  the  first  arbitration  award. 

The  new  arbitrator  ruled  that  the  first  decision  erred  in  several 
areas,  and  that  the  "Grant  and  Grieve"  system  did  not  effectively  pre- 
clude abuses.    The  union  appealed  this  new  finding  to  the  Federal 
Labor  Relations  Authority  (FLRA).    The  FLRA  in  turn  ruled  that  the 
case,  now  involving  1,700  grievances  and  vast  amounts  of  money, 
should  be  heard  by  a  third  arbitrator. 

A  Move  Toward  Mediation 

After  weeks  of  hearings,  the  third  arbitrator  ruled  that  it  was 
unrealistic  to  hear  more  than  1,700  plus  grievances  individually,  a 
process  that  might  cost  millions  of  dollars  in  arbitration  fees  alone 
to  both  the  union  and  the  agency,  not  counting  the  cost  of  all  the  a- 
wards.    The  arbitrator  decided  to  remand  the  parties  to  FMCS  for  medi- 
ation with  the  hope  that  the  mediators  could  assist  the  parties  in 
addressing  the  more  general  issues  involved.    If  mediation  proved  un- 
successful in  resolving  the  dispute,  all  the  cases  would  be  referred 
back  to  arbitration.    After  much  discussion  with  FMCS  on  procedural 
questions,  both  the  SSA  and  the  union  agreed  to  this  process,  and  a 
team  of  two  FMCS  mediators  was  assigned  to  the  case. 

The  mediators  involved  were  able  to  shift  the  focus  of  the  dis- 
pute away  from  the  issues  of  the  1,700  separate  grievances  to  the 
more  general  concern  about  the  costs  involved  and  the  shouldering  of 
responsibility  for  these  expenses  in  the  future.    Initially,  the 
agency  was  alleging  the  union  had  a  liability  for  repayment  in  excess 
of  $450,000  in  unsettled  grievances.    The  union  had  offered  to  pay 
$5,000  to  settle  the  entire  dispute. 

The  mediators  held  a  series  of  joint  and  separate  sessions  to 
help  the  parties  resolve  this  long-standing  dispute.    It  soon  became 
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apparent  that  the  position  of  both  parties  was,  at  best,  speculative 
regarding  the  actual  costs  involved  rather  than  being  based  on  hard 
evidence.    A  recess  was  called  to  give  both  parties  time  to  calculate 
the  actual  amounts  involved  and  to  reevaluate  their  respective  posi- 
tions on  the  grievances. 

Following  this  recess,  the  mediators  were  successful  in  dramati- 
cally narrowing  the  gap  between  the  parties  by  helping  them  focus  on 
their  underlying  interests.    At  no  time  did  the  mediation  process  in- 
volve the  mediation  of  actual  grievances.    The  parties  now  recognized 
that  a  reasonable  settlement  was  preferable  to  expensive  litigation, 
considering  the  vastly  reduced  differences  between  their  positions. 
With  further  assistance  from  FMCS,  the  parties  were  able  to  reach 
total  agreement  on  the  issue  and  completely  resolve  the  dispute. 

The  principals  of  both  the  Social  Security  Administration  and 
the  American  Federation  of  Government  Employees,  who  had  pledged 
their  full  cooperation  in  the  mediation  process,  now  also  agreed  to 
become  involved  in  a  labor -management  cooperative  program  to  be  de- 
signed and  presented  by  FMCS  at  a  later  date.    This  labor-mangement 
cooperative  program  would  consist  of  elements  aimed  at  improving  re- 
lationships between  the  parties  while  providing  them  with  procedures 
to  address  such  complicated  issues  in  the  future. 

Mediation  of  this  dispute  involved  considerable  savings  to  the 
parties  and  to  the  government.    Additionally,  it  avoided  referral 
of  the  matter  back  to  the  FLRA,  arbitrators,  and  the  courts,  and 
left  the  parties  better  disposed  toward  one  another  and  better  able 
to  address  similarly  complicated  issues  in  the  future. 
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FEDERAL  MEDIATION  AND  CONCILIATION  SERVICE 
International  Activities 


Recent  events  on  a  global  scale  have  given  new  meaning  to 
the  term  "international."   As  old  alliances  crumble  and  new 
ones  are  formed,  there  will  be  increased  stress  on  the  labor- 
management  community  in  every  country.    With  no  common  system 
for  dealing  with  these  stresses,  conflict  will  be  the  result 
with  the  attendant  loss  of  productive  energies  and  waste  of 
precious  human  resources.    FMCS  is  doing  its  part  to  assure 
that  the  global  changes  affecting  labor-management  relations 
in  the  United  States  are  effectively  communicated  to  our  clients 
and  that  those  changes  are  managed  in  ways  which  enhance  the 
productivity  of  the  American  collective  bargaining  process. 

FMCS  international  activities  include  the  briefing  of  for- 
eign visitors  on  the  American  industrial  relations  system  and 
its  dispute  resolution  processes;  providing  training  and  tech- 
nical assistance  both  in  the  United  States  and  in  foreign 
countries;  assisting  other  federal  agencies  such  as  the  State 
Department,  the  Bureau  of  International  Labor  Affairs,  and 
the  U.S.  Information  Agency  with  course  content  and  design; 
and  conducting  Labor  Attache  briefings. 

Current  projects  include  training  in  mediation  techniques 
for  officials  in  Guatemala,  Hungary,  and  Lesotho.  Recent 
visitors  to  FMCS  have  included  delegations  from  South  Korea, 
Taiwan,  Israel,  and  Spain. 

The  Service  intends  to  continue  these  activities  and  be 
responsive  to  requests  from  other  government  agencies  in  their 
relationships  with  foreign  countries. 
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Monday,  April  29,  1991. 


CORPORATION  FOR  PUBLIC  BROADCASTING 

WITNESSES 

MARSHALL  C.  TURNER,  CHAIRMAN  OF  THE  BOARD  OF  DIRECTORS 
DONALD  E.  LEDWIG,  PRESIDENT  AND  CHIEF  EXECUTIVE  OFFICER 
FREDERIC  DeMARCO,  SENIOR  VICE  PRESIDENT,  STATION  RELATIONS, 
AND  TREASURER 

Mr.  Natcher.  At  this  time,  we  take  up  the  budget  request  for 
the  fiscal  year  1992  for  the  Corporation  for  Public  Broadcasting. 
We  have  before  the  committee  Mr.  Donald  E.  Ledwig,  the  Presi- 
dent. Mr.  Ledwig,  before  you  give  us  your  statement,  tell  us  who 
you  have  with  you  at  the  table. 

INTRODUCTION  OF  WITNESSES 

Mr.  Ledwig.  Yes,  sir,  Mr.  Chairman. 

I  am  pleased  to  have  Mr.  Marshall  Turner,  Chairman  of  the 
Board  of  Directors  of  the  Corporation  for  Public  Broadcasting;  and 
Mr.  Frederick  DeMarco,  Senior  Vice  President,  Station  Relations, 
and  Treasurer. 

Mr.  Natcher.  We  are  delighted  to  have  all  of  you  before  the 
committee.  Mr.  Ledwig,  we  would  be  delighted  to  hear  from  you. 

Mr.  Ledwig.  Mr.  Chairman,  may  I  ask  that  Mr.  Turner  be  al- 
lowed to  deliver  his  statement  first? 

Mr.  Natcher.  Yes,  sir.  Please  go  ahead. 

Opening  Statements 

Mr.  Turner.  With  your  permission,  Mr.  Chairman,  I  will  sum- 
marize my  written  statement,  but  ask  that  my  complete  statement 
be  included  in  the  record. 

Before  I  continue,  I  wish  to  thank  this  subcommittee  for  its  un- 
wavering support  and  enthusiasm  for  public  broadcasting  for  the 
past  24  years.  Mr.  Chairman,  we  at  the  Corporation  are  well  aware 
that  within  the  jurisdiction  of  this  subcommittee  alone,  there  are 
scores  of  programs  that  help  people  meet  one  of  life's  basic  necessi- 
ties, health  care,  as  well  as  other  important  social  needs. 

When  it  comes  to  choosing  among  worthy  programs,  CPB  appre- 
ciates the  hard  choices  that  this  subcommittee  makes  each  year, 
and  particularly  this  year.  You  have  helped  to  create  and  build  an 
outstanding  system. 

Public  broadcasting  is  broadly  supported  and  heavily  used  by 
viewers  and  listeners  today.  It  strives  to  give  Americans  the  oppor- 
tunity to  see  or  hear  educational,  cultural,  and  public  affairs  pro- 
grams of  the  highest  quality. 
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But  there  is  one  glaring  area  where  the  infrastructure  is  underu- 
tilized: education.  All  of  us  understand  that  our  country  faces  no 
greater  challenge  than  improving  education.  Our  ability  to  solve 
other  problems  will  require  success  at  solving  this. 

CPB  firmly  believes  that  public  broadcasting  could  contribute 
much  more  toward  solving  these  problems  than  it  has  in  the  past. 
One  way  is  by  extending  their  impact  through  outreach  activities 
in  conversion  of  television  and  radio  programs  to  educational  mate- 
rials. 

"The  Civil  War"  was  a  magnificent  achievement  which  riveted 
the  Nation's  attention.  Of  more  compelling  value  will  be  its  use  as 
a  course  by  colleges  and  universities  in  dozens  of  States  for  dozens 
of  years. 

What  makes  public  broadcasting's  programming  so  effective  is 
not  the  broadcast  of  a  series  or  single  program  during  the  year.  It 
is  the  rippling  effect  of  those  programs  to  touch  citizens  at  the 
local  level  in  finding  local  solutions  to  national  problems. 

Recognizing  this  potential,  last  year,  CPB,  with  strong  support 
from  the  public  broadcasting  system,  began  to  examine  these  solu- 
tions more  closely.  Using  this  input,  and  with  the  help  of  many  key 
broadcasting  organizations  and  stations,  CPB  has  designed  a  mul- 
tiyear  plan  to  expand  significantly  the  ability  of  public  television 
and  radio  to  develop  and  deliver  new  educational  services. 

This  plan  utilizes  public  broadcasting's  accumulated  experience 
and  infrastructure  to  make  a  significant  contribution  to  American 
education  in  the  1990s.  The  goals  adopted  by  this  plan  address  pri- 
orities identified  by  the  Administration  and  Congress. 

Initial  emphasis  within  the  plan  is  placed  on  improving  student 
and  teacher  skills  in  math  and  science,  using  all  appropriate  tech- 
nologies, instructional  and  motivational  materials,  and  a  compre- 
hensive effort  to  make  Americans  aware  of  solving  local  and  na- 
tional problems. 

We  began  planning  the  education  initiative  early,  and  we  will 
begin  these  activities  with  as  much  intensity  as  possible  with  ap- 
propriated resources  in  1992  and  1993.  With  additional  resources  in 
1994  and  beyond,  our  capabilities  can  help  business  and  education 
reverse  the  downward  trend  in  achievement. 

We  will  expand  our  program  and  direct  it  toward  parents,  young 
adults,  and  people  entering  America.  However,  for  this  effort  to  be 
successful,  Federal  support  for  this  initiative  is  crucial.  Critical  to 
the  success  of  this  initiative  is  a  collective  of  stations  and  producers 
that  are  financially  sound  and  technically  capable  of  producing  the 
programs  outlined  in  this  initiative. 

Federal  support  can  be  effective  only  if  your  continued  invest- 
ment in  general  operations  is  assured.  Public  broadcasting  is  a 
highly  developed,  national  telecommunications  system. 

CPB  will  continue  to  seek  and  support  the  production  of  new  pro- 
gramming for  radio  and  television.  For  us,  education  is  not  just  a 
passing  bandwagon  to  jump  on.  It  has  been  the  core  value  of  public 
broadcasting  since  its  inception. 

Recent  technological  changes  and  more  employees  have  com- 
bined to  create  a  better  environment  today.  We  all  stand  ready  to 
be  of  service  to  educate  Americans  in  the  broadest  sense.  Improv- 
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ing  the  quality  of  life,  public  discussion,  and  education  for  all  of 
our  citizens. 

Those,  Mr.  Chairman,  and  members  of  the  subcommittee,  are 
worthy  goals  toward  which  I  promise  you  the  best  and  unstinting 
efforts  of  CPB  and  public  broadcasting.  Following  Mr.  Ledwig' s 
summary  of  his  statement,  I  will  be  pleased  to  answer  any  ques- 
tions you  may  have. 

Thank  you  for  this  opportunity  to  speak  today  and  for  your  long- 
term  support  of  public  broadcasting. 

Mr.  Natcher.  Mr.  Ledwig,  we  would  be  happy  to  hear  from  you. 

Mr.  Ledwig.  Thank  you. 

I,  too,  would  like  to  summarize  my  prepared  statement  and 
submit  my  complete  statement  for  the  record,  with  your  permis- 
sion. I  want  to  thank  you  for  the  opportunity  to  testify  in  support 
of  the  Corporation's  fiscal  year  1994  appropriations  request  of  $355 
million  for  the  Public  Broadcasting  Fund. 

Our  appropriations  justification  originally  requested  that  the 
$355  million  be  split  into  two  funds.  We  are  requesting  them  in  one 
fund  at  this  time.  But  $76  million  of  the  $355  million  is  for  a  new 
Public  Telecommunications  for  Education  and  Radio  Expansion  Ini- 
tiative. 

I  also  wish  to  take  this  opportunity  to  express  the  Corporation's 
deepest  appreciation  for  the  strong  support  this  subcommittee  has 
provided  to  CPB  and  public  broadcasting,  and  to  you,  Mr.  Chair- 
man, for  your  personal  leadership  for  many  years  on  behalf  of  the 
service  we  provide  to  the  Nation. 

Mr.  Chairman,  as  Mr.  Turner  stated,  we  are  sensitive  to  the  re- 
alities in  which  this  subcommittee  must  function.  However,  in 
public  broadcasting,  I  believe  you  have  one  of  the  most  universal, 
cost-effective  means  to  develop  solutions  to  national  and  local 
issues. 

In  fiscal  year  1994,  Federal  support  for  CPB's  general  operations 
will  equal  approximately  36  cents  a  month  for  a  family  of  four, 
thus  making  it  an  increasingly  wise  investment.  Federal  support 
for  public  broadcasting  results  in  a  variety  of  benefits,  such  as 
high-quality  programming,  educational  services,  the  expansion  of 
public  radio,  the  development  of  new  technologies,  such  as  closed- 
captioning  and  descriptive  video,  and  the  promise  of  new  technol- 
ogies to  ensure  that  the  broadcasting  signal  is  available  to  as  many 
Americans  as  possible. 

One  of  the  most  exciting  features  of  public  broadcasting  is  our 
community  outreach  efforts  to  involve  and  inform  viewers  on  im- 
portant social  issues  at  the  local  level.  The  Public  Television  Out- 
reach Alliance,  or  PTOA,  which  CPB  helped  create  and  continues 
to  fund,  has  focused  attention  and  generated  community  action  on 
the  Project  Literacy  U.S.  Project,  or  PLUS,  the  critical  need  for 
child  care,  AIDS  education  and  prevention,  drug  and  alcohol  abuse, 
and  the  environment. 

A  single  program  accompanied  by  the  efforts  of  hundreds  of 
public  television  and  radio  stations  can  attract  thousands  of  indi- 
vidual volunteers.  Programs  that  motivate  citizens  to  participate  in 
solving  problems  can  create  a  local  solution  to  a  major  national 
problem. 
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No  Federal  agency  can  address  the  problem  of  illiteracy  faster 
than  neighbors  teaching  neighbors  to  read.  No  anti-drug  program 
can  keep  children  away  from  drugs  better  than  parents  helping 
other  parents  understand  and  defend  their  neighborhoods  from 
drugs.  Today,  more  than  five  hundred  literacy  task  forces  and  200 
mentoring  task  forces  fighting  illiteracy  and  more  than  8,000 
"Chemical  People"  task  forces  fighting  drug  abuse  are  in  existence 
and  active  throughout  the  United  States. 

Mr.  Chairman,  CPB's  request  for  a  total  appropriation  of 
$355,000,000  will  fund  a  multitude  of  programs  and  services,  but 
three  in  particular.  First  is  the  creation  of  the  Public  Telecom- 
munications for  Education  and  Radio  Expansion  Initiative.  This 
represents  the  first  large-scale  national  application  of  public  televi- 
sion communications  by  using  the  existing  local  and  State  infra- 
structure to  focus  on  the  educational  needs  of  local  communities. 

Put  quite  simply,  Mr.  Chairman,  what  CPB  and  public  broadcast- 
ing are  offering  is  to  make  it  possible  for  every  State  in  the  Union 
to  have  the  kind  of  public  broadcasting  system  that  is  available  in 
Kentucky,  and  for  Kentucky  to  be  able  to  provide  and  expand  the 
excellent  programs  and  services  such  as  GED  on  TV  that  it  cur- 
rently provides. 

In  addition,  a  portion  of  these  funds  will  be  used  to  help  expand 
the  public  radio  signal  into  unserved  areas  and  would  allow  for 
special  assistance  to  rural  stations. 

Second,  full  funding  of  the  Corporation's  general  request  will 
ease  the  strain  on  CPB's  and  public  broadcasting's  ability  to  contin- 
ue to  offer  the  type  of  significant  programming  that  is  necessary  to 
sustain  individual  donor  and  corporate  underwriting  support. 

Technological  advances  and  competitive  pressures  continue  to 
result  in  an  infusion  of  billions  of  dollars  on  the  commercial  side, 
causing  public  broadcasting  to  spend  proportionately  more  for 
these  programs  as  competition  for  these  resources  continues. 

Third,  full  funding  of  the  corporation's  general  operations  will 
allow  for  the  inflation-adjusted  support  of  local  public  television 
and  radio  stations  nationwide. 

Mr.  Chairman,  CPB  and  public  broadcasting  is  proud  of  our  past 
achievements  and  confident  that  we  are  in  a  position  to  redouble 
our  commitment  to  the  Nation's  educational  efforts  and  the  resolu- 
tion of  its  pressing  social  problems. 

However,  these  can  only  be  realized  with  the  public's  full  com- 
mitment, one  that  allows  CPB  to  unleash  our  full  potential  to  ad- 
dress the  challenges  ahead.  It  will  require  the  continued  support  of 
Congress  on  behalf  of  the  public  to  provide  sustained  and  adequate 
funding. 

For  this  reason,  we  request  an  appropriation  of  $355,000,000  for 
the  Corporation  for  fiscal  year  1994.  In  the  past,  Congress  has 
taken  the  lead  and  the  risk  by  appropriating  funds  to  CPB  in  re- 
sponse to  our  request  on  behalf  of  the  millions  of  viewers  and  lis- 
teners who  each  week  enjoy  and  benefit  from  public  broadcasting. 

I  do  not  believe  we  have  ever  failed  to  deliver  more  than  we  have 
promised.  I  assure  you  we  will  do  our  best  to  continue  that  record. 
Thank  you,  Mr.  Chairman. 

[The  statements  of  Mr.  Turner  and  Mr.  Ledwig  follow:] 
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INTRODUCTION 

Mr.  Chairman,  Mr.  Pursell,  Members  of  the  subcommittee... 

My  name  is  Marshall  C.  Turner.  I  am  Chairman  of  the  Board  of  Directors  of  the  Corporation 
for  Public  Broadcasting  (CPB). 

I  am  accompanied  today  by  Mr.  Donald  E.  Ledwig,  President  and  Chief  Executive  Officer,  and 
Mr.  Frederick  DeMarco,  Senior  Vice  President,  Station  Relations  and  Treasurer  of  CPB. 

I  welcome  this  opportunity  to  appear  before  you  today  for  two  main  reasons:  to  record  my 
support  for  the  Corporation's  request  for  an  appropriation  of  $279  million  for  fiscal  year  1994  for 
general  operations;  and  to  testify  in  support  of  the  Corporation's  request  for  an  appropriation  of  $76 
million  for  the  new  Public  Telecommunications-for-Education  Fund.  This  fund  would  be  used 
exclusively  to  create  and  deliver  educational  programming  and  services  to  all  Americans. 

But,  before  addressing  these  two  issues,  I  wish  to  thank  this  subcommittee  for  its  unwavering 
support  and  enthusiasm  for  public  broadcasting  for  the  past  24  years. 

Mr.  Chairman,  CPB  is  well  aware  that  within  the  jurisdiction  of  this  subcommittee  alone,  there 
are  scores  of  programs  that  help  people  meet  one  of  life's  basic  necessities,  quality  health  care,  as  well 
as  other  important  social  needs  such  as  raising  educational  standards  and  providing  safer  working 
environments  for  America's  workforce.  When  it  comes  to  choosing  among  worthy  programs,  CPB 
appreciates  the  hard  choices  that  this  subcommittee  makes  each  year,  and  particularly  this  year. 
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Any  activity  receiving  federal  funds  must  strive  to  return  the  best  possible  value  for  each  dollar 
spent.  Each  program  should  evaluate  periodically  its  activities  and  capabilities  in  relation  to  its 
mission,  and  shift  resources  as  success  is  achieved  on  some  goals,  and  as  new  opportunities  arise  to 
more  effectively  use  the  program's  capabilities. 

During  the  last  24  years,  you  have  helped  create  and  build  an  outstanding  system  of  public  radio 
and  television  stations,  and  many  of  the  outstanding  programs  we  air.  Public  broadcasting  is  broadly 
supported  and  heavily  used  by  viewers  and  listeners  today.  Public  broadcasting  strives  to  give 
Americans  the  opportunity  to  see  or  hear  educational,  cultural,  and  public  affairs  programs  of  the 
highest  quality  -  and  almost  always  succeeds. 

But  there  is  one  glaring  opportunity  where  the  infrastructure  that  is  public  broadcasting  is  greatly 
underutilized  in  relation  to  its  potential  to  help  address  a  critical  national  need.  Today,  a  confluence  of 
influences  ~  new  technological  capabilities,  expanded  capacity  of  public  broadcasting's 
communication  capabilities,  the  maturity  and  community  relationships  of  public  broadcasting  stations, 
and  emerging  national  consensus  regarding  the  more  effective  goals  for  education  ~  offer  us  an 
opportunity  to  tap  our  underutilized  potential  to  improve  the  education  of  Americans  of  all  ages. 

CPB'S  PROPOSAL  FOR  A  SEPARATE  EDUCATION  FUND 
Our  country  faces  no  greater  challenges  than  improving  education  and  upgrading  our  workforce. 
Our  ability  to  solve  other  problems  will  require  the  success  of  these  two.  CPB  believes  firmly  that 
public  broadcasting  is  positioned  to  contribute  more  to  solving  these  serious  problems  than  it  has  in  the 
past. 

Certainly,  public  broadcasting  has  proven  to  be  an  enormously  wise  investment  for  our  youth  and 
their  education.  We  know  that  the  average  child  spends  more  time  watching  television  than  being 
instructed  in  school  each  week.  Educators  maintain  that  the  children  who  view  our  programs  are 
prepared  better  academically  than  those  who  do  not.  But  this  is  only  a  start.  Public  broadcasting  has 
asked  the  question,  "How  can  we  better  utilize  the  potential  benefits  of  television  and  radio?"  Our 
answer  has  several  components. 
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CPB  is  certain  that  one  way  is  to  maximize  the  value  of  our  programming  and  services  by 
extending  their  impact  through  outreach  activities  and  conversion  to  educational  materials.  For 
example,  what  made  The  Civil  War  such  a  magnificent  achievement  was  not  just  its  ability  to  rivet  the 
nation's  attention  over  a  five-night  broadcast  period.  The  more  compelling  value  is  in  its  use  now  as  a 
television  course  by  schools,  colleges,  and  universities  in  dozens  of  states.  Major  funding  was 
provided  by  CPB  for  the  initial  development  of  the  program  and  more  recently,  for  the  accompanying 
course  materials.  In  the  near  future,  CPB's  investment  in  the  development  of  an  interactive  videodisc 
will  enable  students  to  key  into  the  epic  production  by,  in  effect,  accessing  the  "pages"  of  this  video 
text  in  the  same  manner  that  yesterday's  students  flipped  through  a  history  textbook. 

What  makes  public  broadcasting's  education,  information,  and  outreach  programming  so 
effective  is  not  the  broadcast  of  a  single  program  or  series  during  the  year.  It  is  the  rippling  effect  of 
those  programs  to  touch  human  lives,  to  involve  citizens  at  the  local  level  in  finding  local  solutions  to 
national  problems.  For  example,  in  1990,  Race  to  Save  the  Planet,  an  environmental  awareness 
program  funded  by  the  Corporation  and  the  Annenberg/CPB  Project,  had  an  impact  that  long  outlived 
the  original  broadcast  Approximately  100,000  churches  received  materials  to  share  with  their  patrons 
and  congregations;  12,000  public  libraries  received  activity  guides,  posters,  and  bibliographies;  and 
community  groups  ranging  from  the  American  Association  of  Retired  Persons  to  the  National  4H 
Program  distributed  information  to  members  with  encouragement  to  organize  discussion  programs 
around  the  series. 

The  value  of  a  history  series  such  as  The  American  Experience  is  not  only  that  it  is  viewed 
regularly  by  millions  of  people  each  week,  but  that  it  encourages  educators  to  use  alternative  methods 
of  teaching  to  bring  the  past  vividly  to  life.  By  early  January  1991,  over  3,500  teachers  had  used  the 
series  in  schools,  with  an  estimated  254,000  students  benefiting  from  the  materials.  In  addition, 
students  in  Maryland,  Idaho,  and  Kentucky,  enthused  by  the  series,  went  out  into  their  local 
neighborhoods  and  talked  with  older  people  to  learn  the  history  of  their  communities.  In  fact,  students 
in  Washington  County,  Kentucky,  went  so  far  as  to  write  the  history  of  their  community  down  as  a 
result  of  those  talks.  All  this  was  triggered  by  the  use  of  The  American  Experience  in  the  classroom. 
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Recognizing  the  potential  to  maximize  the  level  of  service  public  broadcasting  provides,  CPB, 
with  strong  support  from  the  public  broadcasting  system,  began  to  examine  the  possibilities  for 
redirecting  and  expanding  public  broadcasting's  capacity  and  ability  to  improve  education  services. 
CPB  is  pursuing  ways  to  develop  programming  and  delivery  mechanisms  that  combine  the  substantial 
experience  and  capacity  of  public  broadcasting  with  that  of  the  business  and  education  communities. 
This  effort  links  the  need  of  American  businesses  to  have  a  competitive,  well-educated  workforce  with 
the  ability  of  public  telecommunications  to  develop  and  deliver  high-quality,  low-cost  education 
programming  to  students  anywhere  in  the  United  States. 

Using  this  input,  and  with  the  help  of  several  key  public  broadcasting  organizations  and  stations, 
CPB  has  designed  a  multi-year  plan  to  expand  significantly  public  broadcasting's  ability  to  develop 
and  deliver  new  educational  programs  and  services.  The  plan  utilizes  our  accumulated  experience  and 
communications  infrastructure  to  enable  a  significant,  cost-effective  contribution  to  American 
education  in  the  1990s.  The  plan  incorporates  the  national  education  goals  and  builds  upon  programs 
and  services  currently  utilized  by  educators  with  emphasis  on: 


School  Readiness:  Ensuring  that  all  children  are  ready  and  able  to  begin  school... 

o    by  developing  a  comprehensive  package  of  instructional  and  motivational  materials  for  use  by 
preschool  children  while  in  the  care  of  day  care  providers  and  at  home  such  as  these  past 
examples: 

South  Carolina  Educational  Television's  Early  Childhood  Professional  Development  Network. 
The  Network  has  produced  more  than  30  instructional  programs  to  train  early  childhood 
professionals  in  child  care,  child  development  programs  and  Head  Start.  In  1990,  some  10,000 
videocassettes  were  shipped  to  child  care  professionals.  The  Network  is  preparing  a  series  of 
live  training  videoconferences  for  child  care  workers,  beginning  later  this  year. 

Sesame  Street  Pep  Project.  The  Children's  Television  Workshop  (CTW)  in  partnership  with 
station  KERA,  Dallas,  Texas,  and  local  preschool  childcare  agencies  developed  its  Preschool 
Educational  Project  (PEP).  PEP  used  Sesame  Street  videos  and  ancillary  printed  materials  for 
providers  to  improve  the  quality  of  childcare  in  the  experimental  centers.  CTW  hopes  to  expand 
PEP  to  include  more  stations  and  more  daycare  providers  nationwide.  The  goal  is  to  help 
develop  skills  of  children  so  that  when  they  enter  school,  they  will  be  ready  to  learn. 

Mathematics  and  Science:  By  the  year  2000,  United  States  students  will  be  first  in  the  world  in 
mathematics  and  science... 

o    by  developing  a  collections  <  >f  instructional  services  aimed  at  improving  student  and  teacher 
skills  in  mathematics  and  sciences  using  all  appropriate  technologies; 
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Satellite  Educational  Resources  Consortium  (SERQ.  A  multi-state  partnership  of  state 
departments  of  education  and  state  public  television  networks.  SERC  is  a  model  for  the  new 
generation  of  instructional  television  that  lets  students  interact  with  instructors  thousands  of 
miles  away.  During  the  1990-1991  school  year,  5,400  high  school  students  in  23  states  take 
advanced  math  and  foreign  language  courses  in  primarily  rural  schools  which  cannot  afford  staff 
to  teach  such  advanced  academic  subjects. 

3-2-1  Classroom  Contact.  CTW  has  begun  editing  this  successful  series  into  a  series  of  30 
programs  to  teach  core  scientific  concepts  in  the  classroom.  Schools  will  also  receive  teacher 
guides  with  step-by-step  activities  and  reproducible  handouts.  The  new  programs  will  be  aired 
on  public  television  stations  as  an  in-school  series  starting  in  fall  1991. 

Interactive  Video.  WGBH,  the  public  television  station  in  Boston,  Massachusetts,  produces 
interactive  videodiscs  that  give  secondary-school  science  students  highly  flexible  access  to 
information  and  images.  With  the  videodisc  player  hooked  to  a  school  computer,  students  can 
follow  their  curriculum  or  their  curiosity,  learning  through  introductory  minidocumentaries, 
through  databases  of  video-illustrated  text  and  through  hands-on  activities,  using  both  the 
television  and  the  computer.  Students  also  have  the  ability  to  tailor  the  video  to  make  their  own 
reports  and  presentations. 

Community  Involvement:  Raising  the  public's  awareness  and  understanding  of  education 

problems... 

o    by  developing  and  maintaining  a  comprehensive  effort  to  make  Americans  aware  of,  and  to 
encourage  their  participation  in  solving,  local  and  national  education  problems,  including 
encouraging  their  commitment  to  develop  and  sustain  high-quality,  drug-free  school  systems  in 
their  communities,  such  as: 

Project  literacy  U.S.  (PLUS).  Since  1985,  PLUS  has  raised  American's  awareness  of  illiteracy 
and  helped  double  the  turnout  of  volunteer  tutors.  In  three  years,  PLUS  and  its  450  local  task 
forces  helped  increase  the  nation's  pool  of  volunteers  in  adult  basic  education  from  35,000  in 
1985  to  77,000  in  1988. 

Learning  in  America.  This  five-part  primetime  series  makes  the  issues  and  trends  in  American 
education  more  understandable.  Fifteen  community  stations  have  produced  local  programs 
related  to  the  series.  Other  stations  have  held  "talk  shows"  following  the  broadcasts  involving 
educators,  business  leaders,  parents,  and  students.  For  example,  one  on-air,  call-in  program  in 
Dayton,  Ohio,  involved  the  Governor  of  Ohio  and  100  community  leaders. 

National  Public  Radio's  Class  of  2000.  The  Prejudice  Puzzle,  involved  national  radio  programs, 
with  dozens  of  national  and  local  agencies  in  follow-up  programs  and  activities  through  more 
than  200  public  radio  stations  which  carried  the  national  programs.  The  program  focused  on 
teens  and  stereotyping. 


Teacher  Training:  To  expand  assistance  for  teacher  training  and  other  professional  development 
programs... 

o    by  developing  comprehensive,  in-service  training  for  teachers  to  ensure  that  they  bring  the  most 
current  information  in  their  field  into  the  classroom  regardless  of  their  schools'  financial 
resources  or  geographic  location  such  as: 
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PBS  Videoconferences.  One  of  the  most  effective,  low-cost  ways  of  reaching  large  numbers  of 
teachers,  administrators,  educational  institutions,  and  community  groups  simultaneously  is 
through  live,  interactive  videoconferences.  These  videoconferences  let  participants  talk  directly 
to  experts,  converse  with  other  educators  across  the  country,  and  transmit  and  receive  additional 
information. 

WNET  Summer  Institute.  New  York  public  television  stations,  WNET,  established  an 
innovative  summer  institute  to  give  elementary  and  secondary  teachers  hands-on  training  in 
using  instructional  television  programs  in  their  classrooms.  The  first  institute  emphasized  the 
teaching  of  science  and  the  environment.  The  23  master  teachers  who  led  workshops  and  the 
250  local  teacher-trainees  returned  to  their  schools  as  mentors  to  continue  teaching  teachers  at 
follow-up  sessions  throughout  this  year. 


Safe  Schools:  To  ensure  that  all  students  receive  drug  abuse  prevention  education... 

o    by  producing  programming  which  educates  and  informs  the  American  people  about  issues 
affecting  them  and  their  world  such  as: 

The  Corporation  and  public  broadcasting  has  tried  to  sensitize  adults  and  children  to  the  dangers 
of  drugs  and  substance  abuse.  The  Chemical  People  in  1983,  led  the  assault  on  drugs  and 
alcohol  abuse  with  a  national  program  hosted  by  then  First  Lady  Nancy  Reagan.  Many  local 
stations  followed  the  broadcast  with  locally-tailored  programming.  As  a  result,  a  national 
network  of  10,000  community  task  forces  were  formed.  As  of  1990,  8,000  of  those  task  forces 
were  still  active  and  working  nationwide. 

Hundreds  of  locally-produced  programs  on  drugs,  AIDS,  high  school  dropouts,  and  youth  at 
risk.  One  such  program,  Drinking  and  Driving:  The  Toll,  The  Tears,  presented  a  graphic 
demonstration  of  the  devastating  effects  of  drunk  driving  through  interviews  with  victims, 
families,  and  drunk  drivers. 

Public  broadcasting  stations  in  Tennessee  encourage  fourth  to  eight  graders  to  say  "no"  to 
experimental  use  of  drugs.  Similarly,  the  program,  Straight  Up,  on  California  public  television 
stations  combines  fantasy  and  reality  to  talk  about  drugs  to  fourth  to  sixth  graders. 


With  adequate  resources,  public  broadcasting  can  use  its  communications  capabilities  in  cooperation 
with  business  and  education  to  help  reverse  the  downward  trend  in  academic  achievement  and 
reinvigorate  America's  education  system.  In  short,  public  broadcasting  can  quickly  reach  through 
geographic  and  institutional  barriers  to  provide  inexpensive  access  to  educational  programming  in 
schools  and  workplaces,  as  well  as  homes  and  automobiles.  However,  for  this  effort  to  be  successful, 
federal  support  for  the  Public  Telecommunications-For-Education  Fund  is  crucial. 


THE  CONTINUED  NEED  FOR  A  STRONG  INVESTMENT  IN  GENERAL  SUPPORT 
Critical  to  the  initiative's  success,  however,  is  a  system  that  is  financially  sound  and  technically 
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capable  of  producing  the  programming  and  services  outlined  in  Ms  initiative.  Thus,  federal  support 
for  the  education  initiative  can  be  effective  only  if  your  continued  investment  in  general  operations  is 
assured 

We  use  the  word  "investment"  because  the  commitment  of  public  funds  to  public  broadcasting 
provides  a  much  greater  return  in  terms  of  benefit  to  the  public  good  for  each  dollar  spent.  Public 
broadcasting  is  a  partnership  between  the  federal  government  and  local  public  service  entities  that 
bring  many  more  dollars  to  the  partnership  than  the  federal  government  provides. 

CPB  Identifies,  Develops,  and  Supports  Unparalleled  Programming 

The  core  of  public  broadcasting's  service  is  its  hallmark  television  and  radio  programs  which  are 
widely  received.  The  "product"  of  public  broadcasting  is  the  effect  that  these  programs  have  on  their 
viewers  ~  the  knowledge  they  gain,  the  imagination  that  is  stimulated,  and  the  new  possibilities  they 
encounter  and  consider. 

Today,  the  most  important  task  of  CPB  is  to  ensure  the  production  of  excellent  educational, 
cultural,  and  public  affairs  programs.  Our  differentiation  from  other  sources  of  programming  lies  in 
the  level  of  excellence  we  obtain,  and  also  in  the  uniqueness  of  our  subject  matter.  Long  recognized 
for  its  unsurpassed  quality,  the  programming  provided  by  public  broadcasting  remains  unobtainable  on 
any  consistent  basis  commercially.  This  programming  includes:  stirring  documentaries  about  our 
heritage  (The  Civil  War  and  Eyes  on  the  Prize  I  and  II);  in-depth  and  incisive  news  (public  television's 
The  MacNeil/Lehrer  NewsHour  and  public  radio's  All  Things  Considered  and  Morning  Edition); 
children's  programming  that  continues  to  enjoy  the  trust  of  millions  of  parents  (Sesame  Street, 
DeGrassi  High,  Reading  Rainbow,  and  Mr.  Rogers'  Neighborhood);  and  programming  that 
successfully  utilizes  the  full  educational  potential  of  television  (Square  One  TV  and  3-2-1  Contact). 
While  all  public  broadcasting  is  commercial-free,  this  unique  aspect  is  especially  beneficial  to  our 
young  viewers  who  can  concentrate  and  leam  without  being  interrupted  by  thousands  of  commercials 
every  year. 

In  public  radio  programming,  CPB  supports  a  wide  range  of  projects  including  Marketplace  ,  a 
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daily  magazine-style  program  of  international  business,  finance,  and  the  economy  that  relates  the 
impact  of  international  commerce  on  listeners'  lives;  Images  of  the  20th  Century,  an  18-month  research 
and  development  project  about  20th  century  American  history  intended  to  present  audio  essays  on 
cross-generational  and  multicultural  perspectives  of  U.S.  politics,  economics,  technology,  and  culture; 
and  Western  Horizons,  a  series  on  the  people  of  the  rural  regions  of  the  nation's  Mountain  West  whose 
lives  are  shaped  by  the  vast  territory  in  which  they  work  and  live. 

Just  recently,  when  CPB  recognized  that  stations  were  hard-pressed  financially  to  support 
National  Public  Radio's  (NPR)  round-the-clock  war  coverage,  the  Corporation  provided  NPR  with 
substantial  funding  to  continue  expanded  coverage  of  the  Persian  Gulf  War.  During  the  hostilities, 
NPR  was  hailed  as  the  "CNN  of  radio"  because  of  its  exhaustive  reporting  on  the  war.  NPR's 
nationally  acclaimed  coverage  included  town  meetings,  overnight  newscasts,  and  call-in  shows,  and 
caused  an  increase  in  programming  from  18  to  24  hours  daily,  thereby  pushing  it  one-third  over  its 
monthly  budget. 

In  addition,  public  broadcasting  brings  the  theater,  opera,  and  drama  to  inner-cities  and  rural 
communities,  in  many  cases  to  people  who  would  otherwise  be  unable  to  experience  them.  More 
people  saw  the  opera,  The  Ring  Cycle,  in  one  broadcast  on  public  television  than  had  ever  seen  it,  in 
total,  since  Wagner  wrote  it.  We  sensitize  public  awareness  of  major  social  concerns  with 
programming  covering  such  critical  issues  as  childcare,  literacy,  AIDS,  and  the  environment.  More 
important,  public  telecommunications  is  an  investment  because  it  yields  a  hefty  return-to-the-public  in 
the  form  of  its  strengths:  educational  services,  local  and  national  service,  and  diverse  programming 
that  reflects  the  entire  fabric  of  America's  racial,  ethnic,  and  cultural  heritage. 

CPB  assists  public  radio  and  television  stations  to  respond  to  their  local  needs  by  providing 
nearly  two-thirds  of  its  federal  appropriation  through  Community  Service  Grants,  which  go  directly  to 
local  stations  and  enable  stations  to  acquire  or  produce  programming.  With  CPB  funds  known  ahead 
of  time  because  of  the  Corporation's  advance  appropriations,  stations  can  build  budgets  that  attract 
additional  local  funding  to  support  programming  in  tune  with  the  needs  and  concerns  of  their 
communities,  thus  allowing  a  greater  return  on  the  federal  investment. 
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PUBLIC  BROADCASTING  IS  A  TRULY  NATIONAL  SERVICE 

It  is  important  to  note  that  public  broadcasting  yields  more  than  programmatic  and  educational 
returns.  CPB  appropriations  also  enable  us  to  help  develop  such  technologies  as  the  use  of 
closed-captioning  for  the  hearing-impaired;  spur  the  development  of  the  Descriptive  Video  Service 
(DVS),  which  allows  the  sight-impaired  to  experience  the  wonders  of  television  by  providing  actual 
narrative  description;  and  promote  the  linkage  of  video  programming  with  computer  programming, 
thus  bringing  us  even  closer  to  our  goal  of  serving  all  audiences. 

In  1990,  Congress  approved  the  final  installment  for  replacement  of  the  satellite  interconnection 
system.  This  second  generation  satellite  interconnection  system  will  be  active  well  into  the  next 
century,  creating  a  new  "telecommunications  highway"  that  will  multiply  vastly  the  ways  we  can  use 
public  telecommunications  throughout  the  United  States.  Its  existence  makes  the  educational 
objectives  of  the  separate  education  fund  possible  to  achieve. 

CONCLUSION 

Mr.  Chairman,  public  broadcasting  is  a  highly  developed  nationwide  telecommunications 
system.  It  brings  together  ideas,  producers,  technology,  funds,  and  audiences.  CPB  will  continue  to 
seek  and  support  the  production  of  significant  new  programming  for  radio  and  television.  In  radio,  we 
will  sustain  an  admirable  record  of  providing  news  and  public  affairs,  arts,  and  performance 
programming.  We  want  to  expand  the  reach  of  the  public  radio  broadcast  signal  so  that  it  is  available 
to  as  many  Americans  as  possible. 

In  television,  during  primetime  and  for  general  audiences,  we  want  to  see  more  children's 
educational  programming  like  Square  One  TV  and  WonderWorks,  and  complete  our  current  effort  to 
develop  a  high  quality  alternative  children's  weekend  block.  We  will  expand  our  educational 
programming  directed  toward  parents,  young  adults,  people  entering  the  workforce,  and  people  new  to 
America.  Further,  we  will  support  additional  in-depth  news  and  public  affairs  programming  like  The 


211 


-10- 

MacNeillLehrer  NewsHour,  cultural  programming  that  celebrates  the  diversity  of  the  American  people 
such  as  American  Masters;  and  historical  documentaries  such  as  The  American  Experience  and  The 
Civil  War. 

But  our  most  significant  contribution  will  be  to  educate  Americans  in  the  broadest  sense. 
Whether  through  formal  coursework,  or  through  educational  programs  and  services,  CPB  and  all  of 
public  broadcasting  stand  ready  to  be  of  service  to  provide  a  cost-efficient,  non-duplicative  delivery 
system. 

The  challenges  are  many.  But,  so,  too,  are  the  rewards  in  improving  the  quality  of  life  and 
education  for  all  of  our  citizens.  That,  Mr.  Chairman  and  Members  of  the  subcommittee,  is  a  worthy 
goal  toward  which  I  promise  you  the  best  and  unstinting  efforts  of  CPB  and  its  colleagues  throughout 
public  broadcasting. 

Following  Mr.  Ledwig's  summary  of  his  testimony,  I  shall  be  pleased  to  answer  whatever 
questions  you  may  have. 

Thank  you  again  for  this  opportunity  to  speak  before  you  today,  but  most  importantly,  thank  you 
for  your  support  of  public  broadcasting. 
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Marshall  C  Turner  Jr. 
Chairman,  CPB  Board  Of  Directors 

Marshall  Turner,  former  chairman  of  the  board  of  public  stations  KQED/KQEC-TV/FM,  San 
Francisco,  and  a  venture  capitalist,  brings  an  unusual  blend  of  public  station  experience  and 
business  knowledge  to  the  Corporation  for  Public  Broadcasting  (CPB),  the  primary  organization 
charged  with  the  growth  and  development  of  public  radio  and  television  in  the  United  States. 

Turner's  top  priorities  for  public  broadcasting  are  enhancing  the  flow  of  quality  programs  to 
viewers;  developing  CPB's  policy  leadership  contribution;  and  further  building  public 
broadcasting's  broad  contribution  to  education,  the  system's  historical  root 

Turner  was  appointed  to  the  CPB  Board  in  June  1987,  and  elected  chairman  in  September  1990. 
His  term  will  expire  in  March  1992.  Turner  is  chairman  of  the  board's  Mission  and  Goals 
Committee. 

Turner  is  a  general  partner  of  Taylor  &  Turner  Associates,  Ltd,  a  San  Francisco-based  firm  he 
cofounded  that  manages  several  venture  capital  investment  partnerships  that  help  form  and  invest  in 
new  technology-related  companies  during  their  early  development.  The  firm's  capital  comes  from  a 
small  group  of  individuals,  corporations,  and  corporate  pension  funds.  Taylor  &  Turner  has  current 
investments  in  12  young  firms,  including  biotechnology,  communications,  software, 
semiconductor,  and  computer  systems  companies.  Turner  is  a  director  of  several  of  these 
companies. 

He  was  a  member  of  the  board  of  directors  of  KQED,  Inc.,  one  of  public  broadcasting's  largest 
outlets,  for  10  years  and  was  its  chairman  for  two  years  in  1986  and  1987. 

Turner  was  president  and  chairman  of  Liquid  Crystal  Technology,  Inc.,  a  manufacturer  of 
specialized  consumer  and  medical  products,  from  1975  to  1980.  He  was  the  venture  capital 
associate  with  Crocker  Associates  and  chief  operating  officer  of  the  Sierra  Railroad  from  1973  to 
1975.  A  founding  employee  of  the  U.S.  Environmental  Protection  Agency,  he  directed  a  policy 
coordination  staff  in  the  adnrinistrator's  office  from  1971  to  1973.  He  was  a  White  House  Fellow 
serving  as  special  assistant  to  Elliot  Richardson,  Secretary  of  Health,  Education  and  Welfare 
(HEW),  1970-1971;  a  commissioned  officer  in  the  U.S.  Public  Health  Service  performing  medical 
engineering  research  at  the  National  Institutes  of  Health  (NIH),  1966-1968;  a  research  engineer  in 
auto  safety  for  GM  Defense  Research  Labs,  1965-1966;  and  an  industrial  designer  for  Mattel,  Inc., 
in  1965. 

At  NIH,  he  codesigned  a  new  implantable  heart  assist  pump  that  won  international  recognition  in 
the  scientific  and  general  press,  and  he  collaborated  in  a  series  of  29  surgical  implants  of  the  pump 
in  calves.  He  authored  several  articles  about  this  work  in  medical  and  engineering  publications. 

His  long-term  interest  in  education  has  included  service  as  an  elected  trustee  and  chairman  of  his 
local  school  district  during  a  period  of  extensive  management  and  curriculum  renewal. 

Turner  received  his  B.S.M.E.  and  MS.M.E.  degrees  from  Stanford  and  an  M.B.A.  degree  from 
Harvard. 

Born  in  Santa  Monica,  Calif.,  in  1941,  Turner  lives  near  San  Francisco,  Calif.,  with  his  wife  Ann 
Curran  Turner,  an  artist  They  have  three  children. 
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INTRODUCTION 

Mr.  Chairman,  Members  of  the  subcommittee,  as  President  and  Chief  Executive  Officer  of  the 
Corporation  for  Public  Broadcasting  (CPB),1 1  want  to  thank  you  for  this  opportunity  to  testify  in 
support  of  the  Corporation's  fiscal  year  1994  appropriations  request  of  $279  million  for  CPB's  general 
operations  and  an  additional  $76  million  to  establish  a  new  Public  Telecommunications-For-  Education 
Fund. 

I  also  wish  to  take  this  opportunity  to  express  the  Corporation's  deepest  appreciation  for  the 
strong  support  this  subcommittee  has  provided  to  CPB  and  public  broadcasting,  and  to  you,  Mr. 
Chairman,  for  your  personal  leadership  on  behalf  of  the  public  service  we  offer  to  the  nation. 

As  Chairman  Turner  stated,  we  are  sensitive  to  the  realities  within  which  this  subcommittee 
must  function.  He  has  described  the  value  of  our  programming  and  the  goals  of  the  education 
initiative.  I  would  like  to  address  the  general  operations  of  the  Corporation,  many  of  which  are  the 
foundation  for  new  initiatives  such  as  our  education  initiative. 

THE  BENEFITS  OF  THE  FEDERAL  CONTRIBUTION 

Mr.  Chairman,  in  public  broadcasting,  you  have  one  of  the  most  universal,  cost-effective  means 
to  inform,  educate,  assist,  and  develop  solutions  to  national  and  local  issues.  In  fiscal  year  1994,  based 


CPB  is  a  nonprofit,  nongovernmental  corporation  authorized  by  the  Public  Broadcasting  Act  of  1967 
to  facilitate  the  full  development  of  public  telecommunications  and  distribution  of  high-quality  public 
service  programs  to  all  Americans. 


215 


-2- 


on  our  request,  federal  support  for  CPB  general  operations  will  equal  approximately  36-cents  a  month 
for  a  family  of  four,  thus  making  it  penny-for-penny  an  increasingly  wise  investment. 

Federal  support  for  public  broadcasting  results  in  a  variety  of  benefits,  such  as: 
Hi$h  Quality  Programming: 

o      theater,  opera,  and  the  arts  with  Great  Performances  and  American  Playhouse; 

o      documentaries  with  The  American  Experience  and  Frontline; 

o      children's  educational  programming  with  WonderWorks  and  Reading  Rainbow; 

o      classical  and  cultural  programming  with  public  radio's  BluesStage  and  Fresh  Air,  and, 

o      multicultural  programming  with  Afropop  Worldwide  and  Soundprint. 

Educational  Services: 

o      initiatives  such  as  the  Satellite  Education  Resources  Consortium  (SERC),  which  provides  live 
and  interactive  instruction  in  such  critical  subject  areas  as  math,  science,  and  foreign  languages, 
in  many  cases  to  students  who  are  in  depressed  rural  areas  which  cannot  afford  to  hire  teachers. 
In  1990,  3,000  students  in  23  states  took  advantage  of  this  technology  to  obtain  a  better 
education  and  that  number  is  expected  to  double  in  1991; 

o      effective,  direct  instruction  via  public  television  for  adults  preparing  for  the  GED  test  through 
Kentucky  Educational  Television's  GED  on  TV:  In  West  Virginia,  98  percent  of  the  GED 
tele-students  successfully  passed  the  diploma  examination;  in  Minnesota,  public  television 
stations  have  combined  literacy  awareness  with  GED  instruction  and  thousands  of  viewers  have 
used  the  Literacy  Hotline;  and  in  Idaho,  GED  on  TV  is  aired  in  cooperation  with  the  state's 
Partnership  for  Workplace  Literacy  program;  and, 

o      more  than  1,300  hours  of  instruction  video  programming  per  school  year  for  classroom  use  in  all 
subjects  in  grades  K-12. 

Increasing  the.  Availahility  of  Public  Service  Programming: 

o      through  expanding  public  radio  in  order  to  make  its  services  available  to  as  many  Americans  as 
possible; 

o      by  developing  new  technologies  such  as  closed-captioning  and  descriptive  video  and  public 
radio's  reading  service  for  the  visually-impaired;  and, 

o      by  promoting  newly  emerging  technologies  such  as  interactive  television  and  computers,  digital 
audio  broadcasting,  and  direct  broadcast  satellites  to  ensure  that  the  public  broadcasting  radio 
and  television  signal  is  available  to  as  many  Americans  as  possible. 


In  addition,  CPB's  partnerships  with  federal  agencies,  corporations,  and  nonprofit  entities  to  deliver 
programs  and  services  dramatically  increases  the  impact  of  every  federal  dollar.  Statistics  have  proven 
that  every  dollar  CPB  spends  on  programming  alone  generates  an  additional  five  dollars  in 
nonfederal  support. 


\ 
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Through  past  appropriations,  Congress  has  enabled  CPB  and  public  broadcasting  to  put  into 
place  a  new  satellite  system  that  is  technologically  capable  of  providing  these  programs  at  a 
significantly  lower  cost  to  every  corner  of  the  country,  as  well  as  to  undertake  new  initiatives  to 
address  further  the  educational  needs  of  our  children  and  workforce.  Public  broadcasting  has  grown 
beyond  the  traditional  boundaries  of  the  terrestrial  broadcast  signal  and  now  utilizes  multiple 
communications  media  to  carry  out  its  mission  as  efficiendy  and  cost-effectively  as  possible. 

CPB  AND  THE  COMMUNITY 

Public  broadcasting  is  a  multifaceted  and  diverse  endeavor  of  more  than  700  public  radio  and 
television  stations,  as  well  as  regional  and  national  organizations  throughout  the  United  States,  Puerto 
Rico,  the  Virgin  Islands,  and  American  Samoa.  It  has  an  enviable  record  of  success  in  merging 
volunteer  networks  and  telecommunications  resources  to  empower  communities  to  develop  solutions  to 
local  problems  that  often  have  national  ramifications.  For  instance,  by  using  community-focused 
programming,  public  broadcasting  can  set  in  motion  a  nationwide,  community-based  awareness 
campaign  of  issues  that  significantly  oudives  the  national  attention  focused  on  the  original  program. 

A  single  program,  accompanied  by  the  local  efforts  of  hundreds  of  stations,  can  attract  thousands 
of  individual  volunteers.  Programs  that  motivate  citizens  to  participate  in  solving  problems  locally 
create  a  logrolling  effect  that  can  generate  a  national  solution  to  a  major  "national"  problem.  No 
federal  agency  can  address  the  problem  of  illiteracy  faster,  or  more  effectively,  than  neighbors 
teaching  neighbors  to  read.  No  anti-drug  program  can  keep  children  away  from  drugs  better  than 
parents  helping  other  parents  understand  and  defend  their  neighborhoods  against  drugs. 

At  the  national  level,  the  Public  Television  Outreach  Alliance  (PTOA),  which  CPB  helped  to 
create  and  continues  to  fund,  has  focused  attention  and  generated  community  action  on  such  issues  as 
drug  and  alcohol  addiction,  child  abuse,  childcare,  ADDS,  the  environment,  and,  in  1991,  the  family. 
Today,  nearly  a  decade  after  Mrs.  Reagan  first  launched  public  broadcasting's  outreach  effort  on  drug 
abuse,  more  than  8,000  Chemical  People  task  forces  remain  active  throughout  the  United  States. 

Another  major  outreach  programming  effort  that  received  initial  and  continued  support  by  CPB 
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is  Project  Literacy  U.S.  (PLUS),  which  combats  illiteracy  among  the  27  million  functionally  illiterate 
adults  in  this  country.  Since  its  inception  in  1986,  First  Lady  Barbara  Bush  has  lent  her  personal 
support  and  active  involvement,  which  has  been  vital  to  the  success  of  PLUS.  Today,  500  literacy  task 
forces  and  200  mentoring  task  forces,  composed  of  thousands  of  volunteers,  are  still  in  operation 
nationwide  helping  individuals  learn  to  read. 

In  radio,  outreach  programming  efforts  include  examining  the  various  ways  our  youth  are 
dealing  with  prejudice  and  stereotypes  in  today's  society  in  the  acclaimed  The  Class  of 2000  --  The 
Prejudice  Puzzle.  This  CPB-funded  project  combined  an  excellent,  high-quality  program  produced  for 
national  distribution  with  locally  produced  complementary  programming  to  help  communities  frame 
the  issue  on  their  own  terms.  Also  in  1990,  the  CPB  National  Radio  Program  Production  Fund 
supported  the  production  of  Voices  of  New  America,  a  series  of  town  meetings  that  explored  an  array 
of  contemporary  national  problems  such  as  drugs,  housing,  immigration,  health  care,  and  race 
relations. 

These  programs  are  the  essence  of  public-private  cooperation.  They  convert  public  broadcasting 
programs  into  public  service  projects  providing  benefits  to  the  public  well  beyond  broadcast. 

During  1991,  the  PTOA,  with  continued  support  from  the  Corporation,  is  focusing  on  children 
and  the  family  in  a  year-long  outreach  effort,  "ALL  TOGETHER  NOW."  Its  goal  is  to  emphasize  the 
importance  of  nurturing  all  young  people  by  supporting  families,  schools,  and  community  services.  It 
will  build  upon  the  track  record  established  with  past  PTOA  campaigns  by  tapping  into  many  of  the 
community  partnerships  that  emerged  from  these  efforts.  Some  of  the  themes  that  will  be  addressed 
during  1991  include: 

o      innovative  solutions  to  problems  faced  by  young  people,  such  as  dropping  out  of  school,  teen 
pregnancy,  unemployment,  and  drugs; 

o      family  support  for  children's  education  and  the  public  schools; 

o      assistance  for  young  people  and  their  families  of  diverse  cultures  to  understand  and  value  their 
heritage  and  the  differences  between  them;  and, 

o      community  support  for  families  in  the  areas  of  housing,  health  care,  and  day  care. 
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CPB'S  STEWARDSHIP  OF  THE  PUBLIC  TRUST 
What  measures  and  initiatives  are  being  taken  by  CPB  to  ensure  that  the  public  trust  is  being 
kept  and  the  mission  of  public  broadcasting  vigorously  pursued? 
A.     CPB  System  Support 

CPB's  authorizing  statute  contains  a  formula  for  expenditure  of  the  Corporation's 
appropriations,  the  bulk  of  which  is  expended  in  the  form  of  Community  Service  Grants  (CSGs)  for 
use  by  public  radio  and  television  stations  which  first  must  raise  substantial  nonfederal  support  on  their 
own  and  then  meet  other  basic  criteria. 

The  portion  of  CPB  appropriations  allocated  to  CSGs  is  set  by  law  and  is  currently  66  percent. 
During  the  1980s,  this  percentage  was  raised  by  Congress  from  59  percent,  in  part  to  soften  the  effect 
on  stations  of  sharp  reductions  in  CPB  appropriations  during  the  early  1980s.  CSGs  are  used  by 
television  and  radio  stations  to  produce  and  acquire  programming,  finance  production  equipment  and 
facilities,  or  pay  for  satellite  interconnection  services.  During  fiscal  year  1994,  CSGs  are  projected  to 
be  approximately  $183  million,  based  on  an  appropriation  of  $279  million  for  the  Corporation's 
general  operations. 

In  addition  to  CSGs,  CPB  provides  program  grants  to  public  radio  stations  in  the  form  of 
National  Program  Production  and  Acquisition  Grants  (NPPAGs)  to  use  at  their  discretion  to  produce 
or  buy  national  programming.  In  fiscal  year  1994,  based  on  an  appropriation  of  $279  million  for 
general  operations,  CPB  would  award  approximately  $14.3  million  (or  4.5  percent  of  the  CPB 
appropriation)  to  public  radio  stations  in  the  form  of  NPPAGs. 

Total  CPB  funding  provides  approximately  14  percent  of  the  operating  revenues  of  public 
television  and  20  percent  of  the  operating  revenues  of  public  radio  in  the  United  States.  However,  the 
impact  on  the  nation's  public  broadcasters  and  producers  of  television  programs  is  greater  than  these 
percentages  suggest  Appropriated  federal  funds  represent  the  most  secure,  known  revenues  for  many, 
if  not  most,  stations.  Advanced  funding  from  Congress  sets  actual  appropriations  levels  two  years 
before  stations  receive  their  funds  from  CPB.  Consequently,  these  funds  are  the  base  from  which 
stations  and  program  producers  build  their  station  services  and  plan  program  productions.  These  first 
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federal  funds  attract  state  government,  foundation,  and  other  support,  which  in  turn  allows  stations  and 
producers  to  create  the  programs.  This  cycle  of  funding  explains  why  federal  funds  are  so  critical. 
Federal  funds  are  the  magnet  that  draws  other  funds  to  the  system.  Producers  use  CPB  grants  as 
development  money,  stations  use  CPB  grants  to  assure  state  support,  and  stations  use  CPB-funded 
programs  to  attract  viewer  and  listener  support. 

In  exchange  for  this  federal  contribution,  American  citizens  enjoy  thousands  of  hours  of  radio 
and  television  programming  that  educate,  inform,  and  enlighten  children  and  adults  alike. 
B.     CPB  Program  Development 

As  noted  above,  the  most  visible  effort  of  the  Corporation  to  further  the  mission  of  public 
broadcasting  is  through  CPB's  Radio  and  Television  Program  Funds,  which  provide  funding  for  public 
radio  and  television  programming  that  reflects  national  programming  priorities,  particularly  for 
children  and  minorities.  CPB  has  initiated  funding  for  many  of  public  television's  hallmark  series  and 
programs,  including:  Frontline,  American  Playhouse,  The  MacNeWLehrer  NewsHour,  WonderWorks, 
and  The  American  Experience.  Radio  programs  initiated  and  supported  by  CPB  include: 
Marketplace,  Latin  File,  Fresh  Air,  Morning  Edition,  and  All  Things  Considered. 

But  perhaps  the  best  example  of  the  importance  of  a  continued,  strong,  flexible,  and  independent 
CPB  presence  in  program  funding  is  the  critically  acclaimed  series,  The  Civil  War.  Six  years  ago,  the 
Corporation  decided  to  provide  the  producer  with  $168,000  to  begin  work  on  the  project  when  it  was 
still  in  the  concept  stage.  More  significantly,  this  support  came  from  the  Corporation  before  support 
could  be  obtained  from  other  sources.  During  the  ensuing  years,  CPB  contributed  an  additional 
$200,000  to  the  production  funding  (bringing  its  support  to  approximately  IS  percent  of  The  Civil 
War's  $3.42  million  budget),  including  $175,000  for  the  design  of  an  interactive  educational  videodisc 
and  print  materials  so  that  the  series  can  be  used  in  the  classroom  for  years  to  come. 

In  looking  forward  to  the  next  decade  and  beyond,  CPB  adopted  new  procedures  for  awarding 
funds  to  improve  the  cultural  diversity  of  programming  on  public  television.  Instead  of  the  open 
solicitation  process,  the  CPB  Television  Program  Fund  has  moved  toward  solicitations  for  programs 
that  meet  identified  audience  needs.  It  has  also  established  two  minority  program  solicitations  and  a 
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general  program  review.  Also  in  1990,  an  additional  three  million  dollars  was  set  aside  solely  for 
minority  productions,  and  six  million  dollars  was  provided  for  independently  produced  programming 
through  the  newly  established  Independent  Television  Service  (TTVS).  The  Corporation  continues  to 
support  the  CPB-created  and  jointly-managed  CPB/PBS  Program  Challenge  Fund  and  created  a  new 
documentary  initiative  focusing  on  the  theme  of  "Rediscovering  America. H 

The  CPB  Radio  Program  Fund  supports  a  range  of  projects  by  independent  producers,  and 
projects  by  and  about  minorities.  In  general,  projects  funded  must  take  programmatic  risk  and  advance 
public  radio's  mission  of  serving  an  increasing  number  of  Americans. 

C.  CPB  Accountability  for  Federal  Dollars 

Besides  the  more  visible  achievements  of  the  Corporation  in  the  areas  of  programming  and 
educational  efforts,  CPB  must  maintain  accountability  for  federal  dollars.  As  stewards  of  the  public 
mist,  CPB  has  developed  business  practices  that  ensure  efficient  and  effective  expenditures  of  tax 
dollars  through  the  internal  and  external  auditing  system  of  CPB-supported  stations,  programs,  and 
activities. 

D.  CPB  Research  and  Planning 

Central  to  CPB's  mission  is  its  responsibility  to  be  a  more  forceful  and  credible  advocate  of  the 
public  interest  and  to  participate  actively  in  public  broadcasting's  strategic  planning.  In  1990,  the 
Corporation  assumed  the  critical  task  of  conducting  an  annual  assessment  of  public  television  audience 
needs.  These  needs  will  provide  the  basis  for  the  national  programming  funding  decisions  of  CPB  and 
the  Public  Broadcasting  Service  (PBS),  and  will  include  a  yearly  review  by  CPB  of  how  effectively  the 
needs  are  being  met 

CPB  also  conducts  critical  research  and  planning  on  national  goals  and  priorities  (the  creation  of 
the  Public  Television  Outreach  Alliance  and  the  successful  Audience  '88  study  and  action  plan  for 
public  radio  are  only  two  examples  of  the  value  of  this  planning);  collects  public  broadcasting  data  for 
analysis;  maintains  the  strength  and  public  commitment  of  the  system  of  public  stations  through 
management  training,  particularly  for  women  and  minorities;  and  promotes  audience  expansion 
through  the  Radio  Expansion  Task  Force. 
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E.     Creation  of  an  Independent  Production  Service 

Responding  to  the  concerns  of  independent  producers  that  they  were  not  being  adequately 
represented  on  public  television,  the  1988  reauthorization  act  called  for  the  creation  of  an  independent 
production  service.  This  service  was  to  be  separate  from  the  Corporation  and  incorporated  under  the 
laws  of  the  District  of  Columbia  for  the  purpose  of  contracting  with  the  Corporation  for  the 
expenditure  of  funds  for  the  production  of  public  television  programs  by  independent  producers.  The 
Act  requires  the  Corporation  to  provide  "adequate"  funds  for  the  service.  The  Act  further  requires  that 
the  Corporation  report  annually  to  Congress  regarding  the  activities  and  expenditures  of  the  service.  In 
addition,  the  Act  directs  CPB  to  submit  a  report  at  the  end  of  fiscal  year  1992  evaluating  the 
performance  of  the  independent  production  service  in  light  of  CPB's  mission  to  expand  the  diversity 
and  innovativeness  of  programming  available  to  public  broadcasting. 

The  ITVS  was  incorporated  on  September  22, 1989. 

The  Corporation  has  provided  $1,178,000  in  pre-operational  funds  to  the  ITVS  by  contract  thus 
far  as  an  advance  pending  execution  of  the  statutorily  required  final  contractual  agreements.  These 
operating  expenses  are  being  provided  by  the  Corporation  voluntarily,  on  top  of  the  $6  million  which 
Congress  directed  CPB  to  commit  annually  for  production  costs. 

Production  and  operating  expense  contracts  between  CPB  and  the  ITVS  for  fiscal  years  1990, 
1991,  and  1992  are  expected  to  be  fully  executed  in  April  1991.  Once  these  contracts  are  in  place,  the 
ITVS  will  have  received  a  total  of  almost  $7  million  from  the  Corporation  for  FY  1990.  In  addition, 
the  ITVS  will  receive  over  $7.5  million  for  FY  1991  and  $8  million  for  FY  1992. 

It  has  been  clear  to  CPB  since  the  inception  of  this  concept  by  the  Congress  and  as  reflected  in 
the  legislative  history,  that  CPB  was  to  have  no  control  over  the  selection  of  the  programs  to  be  funded 
by  this  independent  service.  Otherwise,  the  funds  could  have  been  left  at  CPB  for  its  discretionary 
funding  of  programs  by  independent  producers.  Accordingly,  under  the  terms  of  the  contracts,  the 
Corporation  will  have  no  role  in  selecting  the  programs  funded  by  the  ITVS,  and  no  artistic  or 
editorial  control  over  the  production  of  those  programs. 
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Mr.  Chairman,  the  negotiations  between  CPB  and  the  ITVS  have  been  difficult  and  time 
consuming  on  both  sides  ~  in  fact,  the  most  difficult  and  time  consuming  in  my  seven  years  at  the 
Corporation.  The  Corporation's  objective  throughout  these  negotiations  has  been  to  form  an 
independent  production  service  which  is  most  likely  to  achieve  Congress's  goal  of  providing  an 
additional  source  of  creative  and  diverse  television  programs  from  the  talented  collection  of  people  and 
organizations  that  make  up  the  independent  community.  Central  to  these  negotiations  have  been  two 
major  objectives  of  the  Corporation:  1)  ensuring  that  CPB  is  able  to  carry  out  its  fiduciary 
responsibility  to  the  Congress  by  maintaining  proper  accountability  for  the  taxpayer  funds  provided  to 
the  ITVS,  and  2)  ensuring  that  the  structure  of  the  ITVS  will  permit  it  to  continue  to  represent  a  broad 
cross-section  of  independent  producers  now  and  in  the  future.  I  consider  that  their  reluctance  to  agree 
to  these  basic  CPB  requirements,  and  the  noncompetitive  nature  of  these  negotiations,  account  for  the 
delay. 

F.      Radio  Expansion 

During  the  1988  CPB  reauthorization,  Congress  made  clear  its  intent  that  CPB  continue  to  lead 
the  expansion  of  public  radio  in  order  to  make  its  services  available  to  as  many  Americans  as  possible. 
In  1990,  CPB  adopted  a  plan  to  establish  two  new  radio  station  grant  programs,  two  new 
expansion-related  projects,  and  the  extension  of  certain  existing  CSG  grantee  benefits  to  expansion 
stations.  While  CPB  and  public  radio  are  striving  to  make  this  effort  a  reality,  full  implementation  of 
the  plan  without  placing  existing  stations  at  risk  will  not  be  possible  without  the  level  of  support 
necessary  to  match  the  goals  discussed  during  reauthorization. 

Without  a  full  appropriation  of  $279  million,  one  of  the  more  immediate  effects  surely  will  be  a 
need  to  scale-down  this  expansion  until  necessary  resources  are  secured  in  later  years.  Furthermore, 
the  more  costly  development  of  new  programming  necessary  to  sustain  the  expanded  system 
underscores  the  importance  of  an  affirmative  and  long-term  federal  commitment. 

THE  FEDERAL  ROLE  IN  PUBLIC  BROADCASTING 

Mr.  Chairman,  the  Corporation  is  justifiably  proud  of  its  and  public  broadcasting's  achievements 
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and  is  confident  that  it  is  positioned  to  redouble  its  commitment  to  the  nation's  education  efforts  and 
the  resolution  of  its  pressing  social  problems.  The  Corporation  believes,  however,  that  these  dividends 
can  be  realized  only  with  the  public's  full  commitment  -  one  that  allows  CPB  and  public  broadcasting 
to  unleash  our  full  potential  to  address  the  challenges  ahead.  To  do  so  will  require  the  continued 
support  of  Congress  on  behalf  of  the  public  to  provide  sustained,  adequate,  and  insulated  funding. 
Already  we  are  looking  toward  high  definition  television,  fiber  optic  cable,  and  the  expanded  use  of 
direct  broadcast  satellites.  But  it  is  clear  that  public  broadcasting  will  not  be  able  to  meet  such 
advances  in  technology  if  our  funding  continues  to  inch  along  behind  the  rate  of  inflation. 

In  1982,  CPB  received  appropriations  of  $172  million.  In  1993,  CPB  will  receive  $253.31 
million.  The  purchasing  power  of  the  1993  appropriations  will  actually  be  4J8  percent  less  than  the 
1982  appropriation  when  adjusted  for  inflation.  At  the  same  time,  the  public  broadcasting  system  will 
increase  from  557  stations  in  1982  to  an  estimated  804  stations  by  1993,  further  straining  resources. 

Also  during  the  same  period  of  time,  technological  advances  and  competitive  pressures  will 
result  in  an  infusion  of  billions  of  dollars  on  the  commercial  side,  causing  the  expenditure  by  public 
broadcasting  of  proportionately  more  for  program  production  as  competition  for  those  resources 
increases. 

Today,  scarce  funding  strains  the  Corporation's  and  public  broadcasting's  ability  to  continue  to 
offer  the  type  of  signature  programming  that  is  necessary  to  sustain  individual  donor  and  corporate 
underwriting  support.  To  compound  the  problem,  state  governments,  facing  their  own  economic 
constraints,  are  cutting  back  support  for  public  broadcasting. 

THE  ADMINISTRATION'S  PROPOSAL 

The  President  has  proposed  that  Congress  appropriate  only  $260  million  to  the  Public 
Broadcasting  Fund  in  FY  1994  for  general  system  support.  While  the  Administration  acknowledges 
that  public  broadcasting  plays  a  vital  role  in  the  educational  and  cultural  development  of  our  nation,  it 
apparently  believes  that  the  proposed  funding  levels  will  allow  CPB  to  maintain  and  improve  public 
service  programming  and  to  meet  the  needs  of  American  public  telecommunications  without 
additional  funds  in  FY  1994. 
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The  President's  proposal  will  not  allow  CPB  and  public  broadcasting  to  maintain  current  levels, 
for  it  fails  to  adjust  for  the  current  rate  of  inflation  or  the  increased  number  of  stations  supported  by  the 
Corporation,  and  makes  no  consideration  for  the  new  education  initiative  that  public  broadcasting  is 
eager  to  undertake.  It  also  would  seriously  restrict  already  scarce  resources  for  national  programming 
or  projects  aimed  at  increasing  programming  opportunities  for  minority  and  independent  producers.  In 
addition,  the  reduced  growth  in  CSG  funds  available  under  the  Administration's  proposal  would  make 
it  difficult  for  individual  stations,  particularly  small  stations  already  facing  financial  difficulties,  to 
sustain  their  current  program  schedules  because  the  cost  of  programming  continues  to  rise  faster  than 
the  rate  of  inflation  and  stations'  abilities  to  raise  revenues. 

With  the  new  satellite  interconnection  system  in  place  in  FY  1993  and  operative  until  the  year 
2005,  the  opportunity  will  exist  to  take  greater  advantage  of  this  valuable  but  underutilized  national 
telecommunications  resource.  Now  is  not  the  time  to  under-invest  in  public  broadcasting. 

CONCLUSION 

For  these  reasons,  Mr.  Chairman,  CPB  requests  an  appropriation  of  $279  million  for  the 
Corporation's  general  operations  in  FY  1994,  and  an  additional  $76  million  for  the  Public 
Telecommunications-For-Education  Fund.  This  level  of  funding  would  enable  public  broadcasting  to 
meet  its  mission  of  providing  high  quality,  diverse,  and  innovative  programming,  to  assist  in  the 
nation's  education  challenges,  and  to  provide  community-based  outreach  programs  on  pressing  social 
issues. 

In  the  past,  Congress  has  taken  the  lead  and  the  risk  by  appropriating  funds  to  CPB  in  response  to 
our  requests  on  behalf  of  the  87.5  million  viewers  and  14  million  listeners  who  each  week  enjoy  and 
benefit  from  the  multitude  of  programs  and  services  provided  by  public  broadcasting.  I  do  not  believe 
we  have  ever  failed  to  deliver  more  than  we  have  promised.  I  assure  you  that  we  will  do  our  best  to 
continue  that  record. 

Thank  you.  I  shall  be  pleased  to  respond  to  any  questions  you  may  have. 
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Donald  E.  Ledwig,  president  and  chief  executive  officer  (CEO)  of  the  Corporation  for  Public 
Broadcasting  (CPB),  brings  28  years  of  diverse  experience  in  management,  finance,  public 
broadcasting,  contracting,  and  telecommunications  technology  to  the  primary  organization  charged 
with  the  national  growth  and  development  of  public  radio  and  television  in  die  United  States.  In 
1991,  CPB  will  spend  $308  million  in  support  of  public  broadcasting. 

Ledwig  was  elected  president  and  CEO  by  the  CPB  Board  of  Directors  on  July  2, 1987.  He 
previously  served  as  acting  president  from  November  1986  to  July  1987,  and  as  vice 
president-treasurer  from  November  1984  to  July  1987. 

As  president  and  CEO,  Led  wig's  goal  is  to  strengthen  the  educational  level  and  enrich  the  cultural 
life  of  all  Americans  through  public  service  television  and  radio.  "I  would  like  public  broadcasting 
to  reach  larger  audiences  without  compromising  its  quality  and  diversity,"  says  Ledwig,  who  backs 
audience-building  efforts  and  the  extension  of  service  to  all  areas  unserved  by  public  broadcasting 
stations. 

The  CPB  executive  is  strongly  committed  to  public  broadcasting,  particularly  in  advocating  federal 
funding  for  the  system  Ledwig  has  testified  before  congressional  committees  since  1985  in 
consistently  successful  efforts  to  obtain  increased  federal  funding  for  public  broadcasting.  He  also 
sought  and  obtained  $198  million  in  additional  federal  funds  to  replace  public  broadcasting's 
satellite. 

Ledwig  views  CPB  as  a  catalyst  in  providing  "seed  money"  to  diverse,  innovative,  high-quality 
programs  that  otherwise  might  not  receive  funding.  He  also  considers  CPB  a  "pump-priming"  and 
stabilizing  force  for  public  broadcasting  because  CPB's  forward  funding  provides  the  base  for 
raising  other  funds  and  committing  them  to  programs  in  the  production  pipeline.  He  is  a  member 
of  the  PBS  National  Program  Policy  Committee. 

Among  Led  wig's  priorities  is  increasing  the  number  and  effectiveness  of  CPB's  educational 
programs  and  materials  to  exploit  the  full  potential  of  the  public  broadcasting  system  to  serve  the 
nation's  learners.  Currently,  he  is  leading  and  coordinating  a  national  public  broadcasting  initiative 
to  improve  the  educational  uses  of  telecommunications. 

As  the  vice  president-treasurer,  Ledwig  was  the  corporation's  chief  financial  officer.  He  was 
responsible  for  budgeting  and  distribution  of  CPB  funds  to  the  public  broadcasting 
system-including  contracting  for  radio  and  television  programs,  overseeing  corporate 
administrative  functions,  certifying  the  system's  financial  data  to  the  Secretary  of  the  Treasury,  and 
adjudicating  the  findings  of  CPB  audits. 

Before  joining  CPB,  Ledwig  worked  in  government  affairs  with  the  Washington  office  of  the  LTV 
Corporation  of  Dallas,  Texas,  a  Fortune  500  steel,  oil,  and  aerospace  industries  corporation. 

Prior  to  joining  LTV,  he  was  a  career  naval  officer,  serving  on  four  ships  of  the  U.S.  Pacific  Fleet 
and  in  various  assignments  ashore  involving  the  business  aspects  of  acquiring  high  technology 
systems.  He  directed  contracting  for  all  advanced  telecommunications,  electronic  warfare,  and 
space  satellite  systems  for  the  U.  S.  Navy  from  1981  to  1984. 
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From  1966  to  1972,  Led  wig  served  in  key  business  and  federal  appropriations  process 
assignments  with  the  Naval  Nuclear  Propulsion  Program  under  Admiral  Hyman  G.  Rickover.  His 
military  awards  include  the  Legion  of  Merit  and  two  Meritorious  Service  medals. 

Led  wig  holds  a  B.S.  degree  in  economics  from  Texas  Tech  University  and  an  M.B.A.  degree  in 
financial  management  from  The  George  Washington  University,  and  was  an  exchange  student  in 
Finland  He  is  a  distinguished  graduate  of  the  Naval  War  College  in  national  strategy  and  policy. 
The  National  Contract  Management  Association  has  designated  him  a  certified  professional 
contracts  manager.  He  serves  on  the  Annenberg  and  Carnegie  Councils,  and  is  an  active  member 
of  the  National  Press  Club. 

In  1989,  Ledwig  received  the  Roscoe  Barrow  Memorial  Award  from  the  Hastings  College  of  Law 
of  die  University  of  California  for  outstanding  contributions  to  public  broadcasting  and  the  National 
Captioning  Institute  Award  in  1990  for  assisting  the  hearing  impaired. 

Bom  March  2, 1937,  Ledwig  grew  up  in  Lubbock,  Texas.  He  is  married  to  the  former  Gail 
Wilcox  of  Boston.  They  have  two  sons  and  live  in  Alexandria,  Virginia. 
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Mr.  Natcher.  Thank  you,  Mr.  Ledwig. 

NON-FEDERAL  FUNDING 

What  was  the  amount  of  the  increase  in  non-Federal  funding 
which  public  broadcasting  received  in  1989? 

Mr.  Ledwig.  It  increased  about  14.2  percent  over  1988.  It  grew 
from  $1.12  billion  in  fiscal  year  1988  to  $1.28  billion  in  fiscal  year 
1989. 

Mr.  Natcher.  The  five-year  budget  summit  agreement  requires, 
as  you  know,  a  1.8-percent  reduction  in  budget  authority  in  1994 
for  discretionary  spending.  If  that  is  applied  across  the  board,  it 
will  mean  over  $1,000,000,000  in  cuts  below  the  1993  level  in  our 
bill  alone. 

As  you  know,  since  1980,  public  broadcasting  has  doubled  in  size 
to  a  $1,500,000,000  industry,  which  is  good.  And  non-Federal  fund- 
ing has  accounted  for  90  percent  of  this  increase.  With  large  in- 
creases in  non-Federal  funding,  how  can  we  justify  additional  funds 
for  public  broadcasting  in  1994  at  the  expense  of  health  and  educa- 
tion programs  generally? 

We  ask  you  that  question,  Mr.  Ledwig.  They  will  ask  us.  If  we 
take  this  bill  to  the  Floor,  they  will  ask  us  about  it. 

Mr.  Ledwig.  Mr.  Chairman,  I  believe  the  reason  the  support  has 
grown  is  because  the  Federal  support  has  been  the  seed  money  or 
the  catalyst  that  has  leveraged  these  other  dollars.  The  way  this 
industry  is  structured,  our  dollars  help  bring  in  the  other  dollars. 

For  example,  CPB  provided  seed  funding  for  "The  Civil 
War"  production.  That  initial  support  led  to  additional  support 
from  the  National  Endowment  for  the  Humanities  and  later  from 
General  Motors,  because  other  funders  like  to  join  something  that 
has  been  supported  by  the  Corporation. 

So,  CPB  dollars  are  critical  to  leveraging  other  dollars,  and  I 
think  they  had  a  lot  to  do  with  that  large  increase  in  non-Federal 
financial  support  that  you  were  talking  about. 

REAUTHORIZATION 

Mr.  Natcher.  As  you  know,  the  1994  request  before  the  commit- 
tee has  not  been  authorized.  Does  your  budget  reflect  the  proposal 
you  intend  to  submit  to  the  authorizing  committee? 

Mr.  Ledwig.  Yes,  it  does. 

EDUCATION  FUNDING 

Mr.  Natcher.  The  request  submitted  proposes  to  create  a  sepa- 
rate $76  million  Education  Fund.  Is  the  Corporation  recommending 
a  fundamental  shift  in  the  Federal  support  of  public  broadcasting 
by  earmarking  funds  specifically  for  education? 

Mr.  Ledwig.  We  are  not  asking  for  a  fundamental  shift.  We 
started  out  as  educational  television,  and  we  have  continued  to 
serve  in  that  area.  But  we  are  asking  that  $76  million  of  the 
$355  million  be  directed,  not  in  a  separate  fund,  as  was  proposed  in 
our  initial  submission,  but  solely  for  an  initiative  in  the  education 
area,  and  dealing  with  certain  other  needs  in  public  radio.  This  ini- 
tiative would  capitalize  on  the  infrastructure  that  we  have  built, 
and  on  the  new  satellite  system  that  this  committee  has  funded 
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and  that  will  be  in  place  in  1993,  to  leverage  more  dollars  for 
public  broadcasting's  educational  purposes,  consistent  with  the  na- 
tional agenda,  and  consistent  with  the  need  in  America  for 
greater  attention  to  education. 

Mr.  Natcher.  Can  you  tell  us  how  much  is  being  spent  on  educa- 
tion-related activities  in  1991,  under  your  regular  appropriation? 

Mr.  Ledwig.  Under  our  regular  appropriation,  we  believe  that  es- 
sentially all  of  our  money,  in  the  broadest  sense  of  the  word,  goes 
for  education  in  that  our  programming  is  distinctive  and  it  speaks 
to  the  mind,  and  it  attempts  to  educate  and  inform  and  enlighten 
the  public. 

I  would  be  pleased  to  provide  more  detailed  information  for  the 
record,  Mr.  Chairman. 
[The  information  follows:] 

We  budgeted  $2.3  million  in  fiscal  year  1991  for  our  Office  of  Education.  In  addi- 
tion, we  will  use  another  $2  million  from  the  television  program  fund  for  a  chil- 
dren's programming  initiative. 

Mr.  Natcher.  Will  control  of  the  new  education  funding  be  re- 
tained by  the  Corporation  or  passed  on  to  local  stations? 

Mr.  Ledwig.  As  with  all  federal  appropriations,  CPB  would 
be  accountable  to  Congress,  and  we  would  consult  with  the 
local  stations  for  efficient  expenditure  of  those  funds.  However, 
based  upon  that  consultation,  CPB  and  public  broadcasting 
would  use  some  of  the  funds  for  research  and  development,  some 
for  program  production,  and  others  in  grants  to  the  stations  to  im- 
plement the  initiative. 

EDUCATION  SERVICE  GRANTS 

Mr.  Natcher.  As  you  know,  one-half  of  the  funding,  or 
$38,000,000,  will  be  used  for  education  service  grants.  What  will  be 
your  operational  definition  for  purposes  of  listing  grant  applica- 
tions? 

Mr.  Ledwig.  We  have  a  working  definition  of  education  that  is 
basically  a  systematic  effort  to  transmit  skills  and  sensibilities,  as 
well  as  any  learning  that  results  from  that  effort,  directed  or  indi- 
rect, intended  or  unintended. 

And  that  would  be  a  working,  broad  definition  that  we  have  bor- 
rowed from  Lawrence  A.  Chemin.  Our  entire  initiative  has  been  in 
collaboration  with  public  broadcasting  and  educators.  And  we 
would  use  that  broad  definition  as  a  basis  for  these  requests. 

Mr.  Natcher.  What  activities  will  be  your  top  priorities  for 
grant  funding? 

Mr.  Ledwig.  First,  we  need  to  extend  the  signal  for  public  broad- 
casting into  the  areas  that  are  not  currently  served.  That  is  a 
major  priority  in  this  particular  initiative. 

Second,  we  need  to  strengthen  and  capitalize  on  successful 
programs  that  we  already  have  in  place,  such  as  our  Satellite 
Educational  Resources  Consortium,  or  SERC,  which  Kentucky 
Educational  Television  is  a  leader  in,  and  which  CPB  helped  to 
create.  SERC  enables  public  broadcasting  to  bring  a  teacher  to  any 
classroom  in  America  that  does  not  have  a  teacher  in  science  or 
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foreign  languages  or  mathematics,  and  make  that  available  on  a 
very  cost-effective  basis. 

In  short,  I  think  we  could  begin  by  capitalizing  on  those  areas 
where  a  few  dollars  can  have  an  immediate  and  significant  impact. 
Then  we  can  make  sure  that  the  American  educational  system  in- 
cludes a  telecommunications  aspect  that  is  just  as  effective  as  it  is 
in  any  of  the  other  industrialized  countries,  and  that  is  as  effective 
as  we  have  in  Kentucky  and  the  rest  of  the  Nation. 

Mr.  Natcher.  Mr.  Pursell,  I  yield  to  you. 

president's  budget  request 
Mr.  Pursell.  Thank  you. 

Nice  to  have  you  back  again.  With  all  your  Navy  experience  and 
corporate  broadcasting  experience,  historically,  I  am  trying  to  re- 
member when  this  Act  was  passed,  1976,  1977  

Mr.  Ledwig.  1967. 

Mr.  Pursell.  Your  request  this  year  is  considerably  different 
than  the  President's  recommendations,  is  it  not? 
Mr.  Ledwig.  Yes,  it  is. 

Mr.  Pursell.  Going  back,  have  you  at  any  time  been  in  sync 
with  the  President's  recommendations  in  previous  years? 

Mr.  Ledwig.  I  think  we  have  been  fairly  close.  We  have  general- 
ly been  a  little  bit  ahead  of  the  Administration  in  our  request  of 
this  committee. 

Mr.  Pursell.  So,  this  request  is  of  279,  and  then  you  are  asking 
for  the  76,000,000,  but  that  has  to  be  authorized? 
Mr.  Ledwig.  Yes. 
Mr.  Pursell.  Correct? 
Mr.  Ledwig.  That  is  correct. 

Mr.  Pursell.  So,  actually,  you  are  not  officially  asking  for  it  in 
the  1992  mark-up  from  this  committee? 

Mr.  Ledwig.  We  hope  to  be  authorized  in  time.  As  Chairman 
Natcher  knows,  sometimes  the  authorizing  committees  lag  the  ap- 
propriations committees.  We  expect  to  be  authorized  later  on  this 
spring. 

Mr.  Pursell.  So,  to  make  it  clear,  you  are  asking  for  $19,000,000 
more  than  the  President's  request? 
Mr.  Ledwig.  That  is  correct. 

EDUCATION  INITIATIVE 

Mr.  Pursell.  And  on  top  of  that,  you  are  asking  for  another  76, 
but  you  are  breaking  that  out  as  an  educational  component? 
Mr.  Ledwig.  That  is  correct. 

Mr.  Pursell.  What  is  the  description  of  educational  component? 
Is  there  a  criteria  that  is  set? 

Mr.  Ledwig.  We  will  set  criteria  for  that  in  consultation  with  the 
system,  and  we  will  place  major  emphasis  on  an  education  initia- 
tive, as  well  as  to  meet  special  needs  in  the  rural  areas. 

CPB  will  husband  the  dollars  and  keep  them  together  within 
public  broadcasting  to  carry  out  this  initiative.  \ 

Mr.  Turner.  The  activities,  though,  are  new  activities  for  public 
broadcasting. 
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Mr.  Pursell.  Would  you  consider  Sesame  Street,  which  is  now 
funded  in  the  existing  budget,  as  educational? 

Mr.  Turner.  Certainly.  But  that  would  be  typical  of  what  would 
be  in  the  base  program  in  the  future,  not  part  of  the  education  ini- 
tiative, although  a  particular  series  appropriate  for  showing  in  day 
care  centers  for  pre-school  children  might  be  something  in  the  edu- 
cation initiative. 

Among  the  first  three  goals  that  we  have  are  improving  teacher 
training,  training  materials  for  math  and  science.  It  might  even 
result  in  the  development  of  some  materials  to  show  over  the  air. 
But  the  emphasis  would  be  on  improving  teacher  training  in  math 
and  science. 

The  first  three  initial  tasks  are  three  of  the  eight  categories  that 
have  been  referred  to  as  the  Governors'  Conference  goals. 

Mr.  Pursell.  I  could  say  today,  you  are  asking  for  an  additional 
$19  million  over  the  President,  but  then  you  are  asking  for  another 
$76  million  which  is  an  expansion  of  your  already  existing  budget, 
which  is  to  a  large  part  educational. 

Mr.  Turner.  Yes,  but  for  a  different  activity.  Encouraging  the 
conversion  of  the  public  broadcasting  stations  to  be  a  greater  local 
educational  institution  and  perform  a  stronger  role  in  their  com- 
munity using  those  materials  which  we  developed  by  the  education 
initiative.  That  is  the  key  difference  between  the  two  programs. 

That  is  why  they  are  called  educational  service  grants.  They  will 
not  be  directed  toward  the  same  kinds  of  activity  that  public  broad- 
casting had  been  doing. 

Mr.  Pursell.  You  use  the  same  facilities  and  same  overhead? 

Mr.  Turner.  You  might  need  some  additional  facilities.  We  think 
that  the  broadcast  of  instructional  programming  is  going  to  de- 
cline, and  the  non-broadcast  distribution  over  satellite  will  in- 
crease, for  example. 

Another  big  change  is  more  conversion  of  public  television  pro- 
grams into  classroom  materials.  That  is  something  for  which  we 
have  not  had  much  money  in  the  past,  especially  once  our  discre- 
tion over  interest  income  was  removed  in  the  last  reauthorization. 
We  have  managed  to  do  a  little  bit  with  "The  Civil  War"  and  some 
of  our  other  programs  being  turned  into  interactive  video  discs.  We 
expect  that  additional  funds  would  be  directed  toward  that  activity 
and  more  toward  the  development  of  solutions  to  educational  prob- 
lems, discussion  of  educational  issues,  and  learning  how  to  deal  ef- 
fectively with  those  issues  in  the  community. 

If  there  is  something  great  going  on  in  one  State  that  looks  like 
it  would  work  in  others,  we  would  use  public  broadcasting  to  make 
that  information  known  more  widely.  That  requires  some  different 
kinds  of  activity,  and  characterizes  the  new  activities  of  the  initia- 
tive. A  much  smaller  amount  would  go  to  traditional  over-the-air 
materials,  and  a  much  larger  amount  used  for  direct  educational 
efforts. 

Mr.  Pursell.  Could  you  be  part  of  the  President's  educational 
proposal?  Do  you  fall  under  the  umbrella  of  satellite  and  technolo- 
gy? 

Mr.  Turner.  Certainly.  We  are  assuming  all  schools  will  have  a 
satellite  dish  and  have  access  to  that  kind  of  communications  in 
the  near  future,  and  during  the  course  of  what  we  see  as  a  10-year 
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program,  by  the  time  we  work  through  all  of  these  goals.  It  is  very 
consistent  with  the  principal  legislative  proposals  for  educational 
reform  that  are  being  considered. 

The  specific  goals  that  we  have  identified  that  are  particularly 
appropriate  to  address  in  the  first  couple  of  years  of  the  program — 
and  in  fact,  before  the  1994  fiscal  year  which  we  are  appropriating 
here — are  three  of  the  eight  goals  generally  referred  to  as  the  Gov- 
ernors' goals,  and  they  are  also  consistent  with  the  Senate  bill  that 
has  been  introduced. 

CABLE  TELEVISION 

Mr.  Pursell.  Do  you  think  your  competition  for  an  audience 
from  cable  has  any  aspects  on  dimensions  of  education  as  well?  I 
mean,  cable  television  in  some  areas  have  50,  60,  70,  80  selections, 
some  of  which  could  be  or  are  educational,  also. 

Mr.  Turner.  Don  described  the  education  definition  as  kind  of  a 
continuum.  Anything  on  television  is  educational,  it  is  just  a 
matter  of  what  you  are  learning. 

Mr.  Pursell.  A  matter  of  choices,  right? 

Mr.  Turner.  Yes,  and  an  awful  lot  of  those  cable  services  are 
using  repeats  of  public  television.  We  only  own  the  rights  for  three 
or  four  years,  and  some  of  the  older  ones  in  repeats  go  on  to  those 
channels. 

You  may  notice  that  some  of  those  cable  channels  which  are  very 
good  cable  services  are  being  supportive  of  appropriations  levels  for 
public  broadcasting  program  development,  because  it  is  a  very  im- 
portant part  of  their  supply. 

Mr.  Pursell.  Some  people  tell  us  now,  that  we  don't  need  public 
broadcasting  because  we  have  so  many  choices  out  there. 

Mr.  Turner.  Some  people  have  many  choices,  some  people  do 
not.  There  are  two  natures  of  choice.  I  do  not  think  anyone  has  the 
opportunity  to  tune  in  on  excellence  to  the  extent  that  one  does  on 
public  broadcasting.  The  core  value  of  public  broadcasting  is  excel- 
lence. Twenty  years  ago,  it  was  uniqueness,  and  we  did  not  have  to 
think  as  hard  about  what  we  did  to  be  a  consistent  public  service. 

But  40  percent  of  the  country  does  not  have  access  to  cable. 
Many  people  are  too  poor  to  afford  cable.  So,  that  is  another  whole 
problem  of  choice. 

Then  there  is  the  element  of— like  the  March  of  Dimes,  some  dis- 
eases get  cured,  others  get  more  serious.  The  poor  education  dis- 
ease is  more  widespread.  I  think  public  broadcasting  in  its  early 
days  maybe  had  a  broader  spectrum  of  activity,  some  of  those  areas 
are  now  supplemented  by  non-public  broadcasting  activities,  again, 
many  of  them  repeating  public  broadcasting. 

So,  we  feel  public  broadcasting  needs  to  sail  closer  to  the  educa- 
tional wind  in  the  future. 

SATELLITE  REPLACEMENT 

Mr.  Pursell.  Where  are  we  now  with  the  existing  hardware,  the 
satellites?  What  is  the  status  structurally  of  where  we  are? 

Mr.  Ledwig.  We  have  signed  contracts  with  the  Public  Broad- 
casting Service  on  behalf  of  television  stations  and  National  Public 
Radio  for  new  satellites  for  radio  and  television,  and  we  are  moving 
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into  interim  service  on  satellites,  and  we  expect  that,  two  years 
from  now,  in  the  second  and  third  quarters  of  1993,  to  be  up  and 
running  on  the  new  satellites.  They  are  now  developing  the  ground 
equipment  

Mr.  Pursell.  What  do  you  mean  by  up  and  running? 

Mr.  Ledwig.  Between  now  and  then,  we  are  working  on  the 
ground  segments  of  it.  We  are  in  a  transition  period  now. 

Mr.  Pursell.  When  will  we  be  fully  into  the  new  system? 

Mr.  Ledwig.  I  believe  approximately  two  years  from  now. 

Mr.  Pursell.  Two  years  from  now?  Is  there  additional  funding 
for  1992  mark-up  within  the  existing  request? 

Mr.  Ledwig.  No.  The  funding  for  the  satellite  has  been  author-  ; 
ized  and  appropriated  through  1993. 

Mr.  Pursell.  So,  we  are  through  with  that,  you  are  not  asking 
for  additional  funds? 

Mr.  Ledwig.  No.  What  we  are  asking  is  the  full  potential  to  uti-  \ 
lize  the  satellite  to  its  fullest  capacity  now  with  an  education  initia- 
tive. One  of  the  advantages  to  funding  it  in  this  committee  versus 
some  other  proposal  is  that  we  have  the  hardware  now  that  is 
available,  and  we  have  a  natural  follow-through  to  the  hardware 
with  the  software  for  educational  uses  throughout  the  United 
States. 

I  think  that  it  is  more  cost-effective  for  Congress  to  utilize  the 
full  potential  of  public  broadcasting's  existing  infrastructure. 

FEDERAL  TECHNOLOGY  COORDINATION 

Mr.  Pursell.  Since  we  are  Federally  funding,  to  a  large  extent, 
some  of  this,  it  ought  to  be  under  the  umbrella  of  the  START  pro- 
gram and  satellite  technology  that  is  being  debated  and  discussed 
in  Congress,  and  part  of  this  appropriation.  So,  in  a  sense,  you  are 
competing  for  dollars  for  a  program  that,  in  my  opinion,  already 
includes  your  needs. 

I  don't  see  any  mission  there  that  is  private-public  sector  coordi- 
nation,  and  yet  we  are  trying  to  fund  everything.  Obviously,  the 
competition  for  dollars  is  going  to  make  the  difference  for  us  to  do 
that  no  matter  how  much  money  we  have. 

Mr.  Ledwig.  We  believe  that  we  are  now  there  technologically. 
Its  infrastructure  is  there,  and  therefore  the  $76  million  would 
have  the  biggest  payoff. 

Mr.  Pursell.  I  am  just  asking,  how  it  fits  into  the  overall  dimen-  ! 
sion  of  Federal  policy  of  implementing  satellite,  new  technology, 
international  hook-ups,  NSF,  and  so  forth. 

Mr.  Ledwig.  CPB  has  a  coordinating  committee  that  is  coordinat- 
ing all  of  public  broadcasting's,  educational  efforts,  but  in  addition 
to  that,  we  are  attending  the  meetings  of  those  organizations  men- 
tioned in  Washington,  and  we  are  involved  with  them.  We  were 
also  actively  involved  at  the  Governors'  meetings. 

Mr.  Pursell.  It  seems  like  our  Federal  policy  is  pretty  fragment- 
ed in  that  with  the  scarce  resources,  I  am  not  sure  we  are  putting 
all  the  pieces  together  to  properly  cover,  as  you  are  suggesting  you 
can,  a  large  population  more  than  even  cable  television  or  the  reg- 
ular networks. 
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I  think  you  have  a  major  role  to  play.  I  am  just  not  clear  where 
it  fits  into  the  other  piece  of  the  federally-funded  money  from  HUD 
or  funding  for  NSF,  for  example.  I  am  speaking  of  a  more  broad, 
dimensional  concern  that  I  have. 

Mr.  Ledwig.  I  share  that  concern,  and  we  are  trying  to  coordi- 
nate with  federal,  state,  and  private  sector  efforts.  You  did  mention 
cable,  if  I  might  just  add  briefly  to  what  my  chairman  said,  the 
cable  services  in  education  and  cable,  itself,  remains  a  commercial 
venture.  Whereas  public  broadcasting's  efforts  are  free  of  that  con- 
straint. 

Mr.  Pursell.  Have  you  had  any  discussions  on  satellite  technolo- 
gy with  the  Department  of  Education? 

Mr.  Ledwig.  Yes.  I  have  met  and  worked  with  the  Under  Secre- 
tary prior  to  the  current  Secretary's  confirmation. 

Mr.  Pursell.  Will  you  submit  that  testimony  for  the  record? 

Mr.  Ledwig.  I  have  not  testified.  I  have  met  with  him  on  an  ex- 
ecutive level  for  coordination. 

Mr.  Pursell.  Thank  you,  Mr.  Chairman. 

EDUCATIONAL  PROGRAMMING 

Mr.  Natcher.  The  other  part  of  your  proposal  would  use,  as  you 
know,  $30.5  million  for  program  production.  How  many  hours  of 
programming  would  this  fund? 

Mr.  Ledwig.  We  would  like  to  submit  that  for  the  record,  if  I 
might,  Mr.  Chairman.  It  would  vary  between  programs  as  to  how 
much  it  costs  per  hour. 

[The  information  follows:] 

This  $30,500,000  would  be  used  for  production  of  programming  and  for  the  prepa- 
ration of  materials  to  support  our  educational  efforts. 

Subject  to  the  terms  of  CPB's  reauthorization  legislation,  we  plan  to  fund  these 
programming  activities:  Three  hours  per  year  of  national  education  information  pro- 
gramming in  various  formats;  fifty  5-minute  National  News  segments  each  year  for 
3  years;  10  new  telecourses  and  the  upgrading  of  10  existing  courses  in  the  K-12 
area;  100  hours  of  new  course  material  in  technical  areas  where  a  need  exists;  adap- 
tation of  5  national  program  series  for  use  in  K-12  courses;  20  hours  of  new  literacy 
training  materials;  10  high  school  courses  per  semester,  each  a  live,  interactive 
course  taught  by  a  master  teacher;  20  hours  of  video  training  materials  for  Child- 
care  Provider  Training;  20  hours  of  programming  for  use  in  child-care  centers  and 
homes  to  prepare  children  for  school;  a  major  new  comprehensive  learning  pacakge 
for  a  new  generation  of  preschool  children;  10  video  teleconferences  for  teachers  and 
administrators  to  update  their  knowledge  of  professional  development  issues;  and  20 
hours  of  new  GED-like  video  course  materials  for  adults. 

For  radio  and  audio,  we  plan  the  following  activities:  10  hours  of  national  radio 
programming;  150  National  News  segments  per  year;  100  hours  of  multimedia 
learning  materials  for  use  in  homes,  schools  and  other  settings  for  K-12  material; 
100  hours  of  multimedia  learning  materials  to  improve  the  skills  of  child-care  pro- 
viders; 50  hours  of  multimedia  materials  for  in-service  training  and  professional  de- 
velopment of  educational  personnel;  and  50  hours  of  multimedia  materials  for  GED 
and  other  basic  skills  training. 

Mr.  Natcher.  What  is  the  mix  of  prime  time  versus  instructional 
programming  which  you  intend  to  produce? 

Mr.  DeMarco.  We  know  that  currently,  we  do  about  1250  hours 
a  year  of  instructional  programming. 
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DISTRIBUTION  OF  EDUCATIONAL  FUNDING 

Mr.  Natcher.  Tell  us,  if  you  will,  how  public  radio  would  partici- 
pate in  the  education  initiative,  and  how  the  funding  would  be  split 
between  radio  and  television. 

Mr.  Ledwig.  Mr.  Chairman,  we  would  propose  the  split  between 
radio  and  television  to  be  in  accordance  with  our  authorizing  legis- 
lation, 75  percent  to  television  and  25  percent  to  radio.  We  envision 
as  part  of  the  radio's  25  percent,  additional  efforts  to  expand  public 
radio  into  unserved  areas. 

Public  radio  currently  serves  86  percent  of  the  nation,  whereas 
public  television  serves  about  94  percent.  So  there  is  a  service  problem 
that  needs  to  be  addressed.  Also,  in  rural  areas  of  American,  public 
radio  is  very  important,  but  adequate  funding  is  very  difficult  to 
provide  so  we  intend  to  increase  our  efforts  to  meet  their  needs. 

Where  there  are  fewer  people  per  square  mile  listening  to  a 
signal,  fewer  revenues  are  generated.  We  believe  we  should  have  a 
portion  of  these  additional  dollars  used  to  assist  the  rural  areas  of 
America. 

Finally,  public  radio  nationwide  is  an  intellectual  leader.  Most  of 
that  audience  has  some  college  education  many  of  them  have  bach- 
elors and  masters  degrees,  and  much  of  the  national  agenda  is  set 
by  the  listeners  to  public  radio.  And  we  believe  that  their  discus- 
sion of  education  issues  will  be  very  important  to  getting  the 
nation  moving  in  this  direction. 

And  finally,  public  radio,  itself,  has  specific  educational  services 
to  offer.  Using  the  public  radio  as  a  resource  for  education,  and 
also  producing  and  distributing  materials  on  a  nonbroadcasting 
basis  would  be  encouraged. 

Those  are  some  of  the  ways  public  radio  would  participate  in  this 
initiative. 

EDUCATIONAL  RESEARCH  AND  DEVELOPMENT 

Mr.  Natcher.  You  also  are  proposing  to  use  $7,600,000  for  re- 
search and  development.  Aren't  most  of  these  technologies  already 
developed,  Mr.  Ledwig? 

Mr.  Ledwig.  I  would  say  many  of  them  are,  but  they  are  not 
being  exploited  fully  and  they  need  further  development  to  reveal 
their  true  potential.  And  we  see  new  work  to  be  done  in  video  disk, 
particularly  in  digital  audio  on  the  radio  side,  that  is  the  promising 
technology  that  offers  such  great  potential. 

SUPPORT  FOR  EDUCATION  INITIATIVE 

Mr.  Natcher.  Do  the  stations  support  your  emphasis  on  educa- 
tion and  the  method  of  distributing  funding? 

Mr.  Ledwig.  I  believe  that  the  national  organizations  will  sup- 
port this  initiative  for  education.  I  think  our  roots  are  in  education, 
and  I  think  educational  broadcasting,  both  radio  and  television,  is 
strongly  committed  to  and  supports  education  and  educational  ini- 
tiatives. 

Mr.  Natcher.  What  input  have  you  sought  from  the  education 
community  regarding  the  need  to  greatly  expand  educational  pro- 
gramming and  interactive  instruction  in  the  classroom? 
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Mr.  Ledwig.  Through  our  coordinating  committee,  we  have  co- 
ordinated a  number  of  efforts  in  public  broadcasting,  particularly 
through  the  state  networks.  We  are  closely  tied  into  the  State  Su- 
perintendents of  Education.  We  have  been  in  touch  with  all  of 
their  organization. 

Our  own  state  broadcasting  authorities  are  represented  by  part 
of  our  Coordinating  Committee,  and  we  have  sought  input  from  all 
of  the  people  involved  with  that.  We  participate  in  most  of  the  na- 
tional conferences.  And  indeed  we  have  been  a  leader  in  using 
technologies  and  developing  technologies  for  educational  purposes. 

SYSTEM  DEVELOPMENT 

Mr.  Natcher.  As  you  know,  Mr.  Ledwig,  over  the  last  two  dec- 
ades, Congress  has  provided  $3.5  billion  to  develop  public  broad- 
casting. How  does  the  number  of  stations  and  viewer  access  today 
compare  to  1969,  when  the  first  proposition  was  provided? 

Mr.  Ledwig.  I  would  be  pleased  to  provide  the  exact  figures  for 
the  record,  but  it  has  grown  over  that  period  of  time,  and  public 
radio  audiences  continue  to  grow.  Public  television  audiences  stay 
under  just  100  million  people  a  week,  and  public  radio,  14  million. 

We  will  compare  that  to  1969.  In  my  judgment,  it  has  been  a  suc- 
cess both  in  the  terms  of  the  number  of  people  served  and  the  qual- 
ity of  that  service. 

[The  information  follows:] 

In  1969,  there  were  only  181  public  television  stations,  slightly  more  than  half  as 
many  as  there  are  today.  In  1970,  there  were  only  96  public  radio  stations,  com- 
pared to  317  in  1990. 

By  1973,  the  earliest  year  for  which  comprehensive  national  audience  data  is 
available,  public  television  was  being  broadcast  by  246  stations  and  watched  by  83 
million  viewers  in  a  four  week  period.  Public  radio  had  been  successfully  launched, 
and  was  being  broadcast  by  147  stations  and  listened  to  by  3.2  million  listeners  in  a 
four  week  period. 

Today,  there  are  342  television  stations,  and  463  radio  stations  whose  broadcast 
signals  reach  94  and  86  percent  of  the  population,  respectively.  The  total  viewership 
has  risen  to  148.4  million  viewers  of  public  television  in  a  four  week  period,  and  20.5 
million  listeners  of  public  radio  in  a  four  week  period. 

Mr.  Natcher.  How  do  the  current  development  needs  for  public 
radio  and  television  differ? 

Mr.  Ledwig.  Mr.  Chairman,  there  are  two  different  mediums, 
and  we  really  have  to  look  at  them  separately,  because  of  their  dif- 
ferent needs.  In  general,  public  radio  has  the  need  to  be  heard  in 
areas  of  the  country  where  it  does  not  serve.  Public  radio  is  a 
format  medium.  It  is  a  subjective  medium.  You  create  an  image  in 
your  audience's  mind,  whereas  television  is  a  more  objective 
medium. 

That  leads  you  to  the  different  types  of  programs.  Television  can 
change  and  provide  a  variety  of  programs  whereas  radio  tends  to 
settle  on  a  particular  formation.  That  leads  you  to  different  ways  of 
solving  problems. 

For  example,  we  want  to  do  certain  minority  programs  about 
problems  in  minority  communities,  let's  say  a  Native  American 
community.  With  television,  we  can  do  a  separate  program  on  that. 
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In  the  middle  of  the  afternoon,  if  you  are  listening  to  classical 
music,  and  some  one  stops  it  and  says,  now  we  are  going  to  listen 
to  something  about  Native  Americans,  that  doesn't  really  work. 

But  as  part  of  a  news  service,  the  story  about  Native  Americans 
fits  into  the  radio  format  and  works.  So  we  do  the  same  thing,  but 
we  have  to  do  it  differently  between  radio  and  television,  just  to 
make  it  work  for  the  American  public. 

Mr.  Natcher.  Given  the  limited  Federal  funds  which  are  avail- 
able, does  the  statutory  funding  formula  adequately  target  the 
most  critical  needs  of  the  system's  development? 

Mr.  Ledwig.  We  believe  it  does,  to  the  extent  that  we  are  left 
discretionary  dollars  in  the  formula.  We  have  6  percent  for  discre- 
tionary uses,  and  we  believe  that  new  needs  are  developing  in  high 
definition  television,  on  the  television  side  and  audio  on  the  radio 
side. 

We  could  use  more  discretionary  dollars  to  address  those  unan- 
ticipated needs  as  they  differ  from  year  to  year. 

NATIONAL  PROGRAMMING  PLAN 

Mr.  Natcher.  You  have  contributed  $22  million  of  the  total  100 
million  available  to  the  Public  Broadcasting  Service's  new  national 
programming  fund.  How  are  the  stations  responding  to  this  new 
way  of  funding  national  schedules? 

Mr.  Ledwig.  Our  proposal  to  do  that  was  contingent  on  the  sta- 
tions' accepting  it,  and  they  have  accepted  it,  and  they  have  voted 
$78.2  million  I  believe,  to  that  system,  creating  with  our  dollars  the 
$100  million  fund.  They  are  supportive  of  that  initiative. 

It  is  leading  to,  I  believe,  better  coordination  of  the  national 
schedule  between  proposals,  that  is,  notifying  the  public  what  is 
going  to  be  shown,  snowing  it  at  the  time  it  is  supposed  to  be 
shown,  and  then  later  funding  new  programs  that  fill  the  unmet 
needs  of  the  American  people. 

So,  in  summary,  I  think  the  system,  the  new  approach,  is  work- 
ing well.  It  is  on  schedule,  contracts  have  been  signed  between  the 
Corporation  and  PBS,  the  system  is  supporting  it,  we  have  sent 
them  an  assessment  of  the  needs  of  the  American  people  for  pro- 
gramming in  the  future,  and  we  look  forward  to  a  successful  pro- 
gram fund  under  PBS's  direction. 

DISCRETIONARY  FUNDING 

Mr.  Natcher.  Mr.  Ledwig,  how  much  discretionary  funding  does 
the  Corporation  for  Public  Broadcasting  control,  and  generally, 
how  are  these  funds  used? 

Mr.  Ledwig.  Well,  if  you  consider  agreements  that  we  have  made 
with  PBS  for  those  programming  dollars,  we  have  retained  never- 
theless, half  of  those  program  dollars  at  CPB  for  new  program  de- 
velopment within  the  system.  Those  funds,  plus  others,  leave  us 
with  about  16.9  percent  for  discretionary  purposes  and  about  83.1 
percent  for  what  I  would  call  nondiscretionary  purposes. 

SATELLITE  REPLACEMENT  INSURANCE 

Mr.  Natcher.  As  you  know,  Mr.  Ledwig,  within  the  past  year, 
your  Japanese  broadcasting  satellites  were  destroyed  by  failed 
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launches.  What  kind  of  insurance  and  backup  plans  are  included  in 
your  satellite  placement  project?  What  are  you  doing? 

Mr.  Ledwig.  My  understanding  is  that  those  contracts  include 
backup  contingencies  and  insurances  for  that  contingency,  and 
both  PBS  and  NPR,  as  the  contracting  agents,  have  provided  for 
that  contingency,  as  I  understand  it. 

I  will  be  pleased  to  correct  it  for  the  record  if  that  is  not  true, 
but  that  is  my  understanding. 

INDEPENDENT  TELEVISION 

Mr.  Natcher.  What  is  the  corporation's  funding  commitment  to 
the  independent  television  production  service  over  the  next  several 
years? 

Mr.  Ledwig.  We  are  committed  for  1990,  1991,  and  1992  to  a 
combined  total  of  some  $22.5  million  to  the  Independent  Television 
Service  for  the  next  three  fiscal  years.  That  includes  overhead,  sup- 
port, and  production  dollars. 

Mr.  Natcher.  Mr.  Pursell,  I  yield. 

CPB  BOARD  MEMBERSHIP 

Mr.  Pursell.  Are  you  fully  manned  on  the  board? 
Mr.  Turner.  At  this  point,  we  have  the  potential  for  10,  as  a  full 
board.  We  currently  have  four. 
Mr.  Pursell.  Four  vacancies? 

Mr.  Turner.  No,  we  have  four  members.  And  we  have  two  nomi- 
nations that  have  been  made  by  the  President.  Those  two  nomina- 
tions are  now  before  the  Senate. 

Mr.  Pursell.  You  have  enough  for  a  quorum,  then? 

Mr.  Turner.  Four  is.  It  is  a  flexible  quorum.  In  our  authoriza- 
tion, we  are  going  to  ask  for  the  system  we  used  to  have,  where 
people  serve  until  replaced.  It  would  help  us  through  a  couple  of 
patches  we  had  since  that  was  changed. 

Mr.  Pursell.  That  is  a  good  idea.  You  have  a  continuing  majori- 
ty. 

Mr.  Turner.  And  better  consistency  would  also  result.  It  is 
always  nice  to  have  the  strongest  voice  possible  if  something  comes 
up  as  a  board. 

Mr.  Pursell.  That  is  all  I  have,  Mr.  Chairman.  Thank  you  very 
much. 

INDEPENDENT  PRODUCTIONS 

Mr.  Natcher.  Have  stations  committed  to  airing  the  independent 
programming,  generally  speaking? 

Mr.  Ledwig.  The  stations  have  committed  to  a  representative  in- 
dependent community  and  Independent  Television  Service  on  the 
National  Policy  Program  Committee.  PBS  is  committed  to  working 
with  the  independents. 

But  like  all  of  public  broadcasting,  the  ultimate  decision  and  re- 
sponsibility under  the  law  for  airing  any  program  lies  with  the 
local  station,  the  local  licensee.  And  all  stations  reserve  the  right 
at  any  time  under  the  law  to  carry  or  not  to  carry  any  program, 
whether  it  is  PBS  or  the  Independent  Television  Service  or  whatever. 
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FIBER  OPTIC  TRANSMISSION 

Mr.  Natcher.  How  will  public  broadcasting  be  impacted  by  the 
development  of  fiber  optic  transmission? 

Mr.  Ledwig.  I  believe  that  fiber  optics,  like  cable,  would  extend 
our  signal  greatly  throughout  the  country.  Cable  carries  weak 
UHF  signals  of  public  broadcasting  stations  to  distant  areas.  Public 
systems  in  some  states  go  many,  many  miles  away  by  cable,  and  I 
think  fiber  optics  would  continue  to  expand  our  signal. 

Mr.  Turner.  The  other  impact  also  is  that  to  the  extent  we  are 
in  a  competitive  situation,  the  more  material  people  have  avail- 
able, the  more  competition  you  have.  As  Mr.  Ledwig  was  describing 
there  is  a  difference  in  the  needs  of  television  and  radio.  To  some 
extent,  radio  is  still  building  its  distribution  system,  expanding 
physically. 

On  the  television  side,  for  years  our  major  push  was  to  build  the 
distribution  system.  In  those  days,  the  distribution  system  was  the 
constricted  resource.  As  the  multichannel  trend  continues,  we  will 
eventually  get  to  fiber  optics.  The  ability  to  distribute  programs  be- 
comes easier  and  easier.  And  the  opportunities  to  sell  or  find  ways 
to  fund  a  program  become  stronger. 

As  you  might  expect,  the  cost  of  those  programs  then  goes  up. 
That  is  a  trend  we  are  seeing  very  strongly  now.  More  of  the  bar- 
gaining power  is  in  the  hands  of  the  producer,  less  in  the  system. 
We  hired  an  outside  consultant  to  give  us  some  insights  on  that 
trend. 

Mr.  Ledwig.  If  I  might  add,  Mr.  Chairman,  also  with  fiber  optic 
cable,  you  can  have  almost  300  lines  or  more  to  the  home,  and  I 
would  hope  public  radio  would  be  available  on  a  digital  basis 
through  fiber  optics  so  you  could  have  that  public  radio  signal  as 
well  as  public  television  in  every  home  in  America,  distortion-free. 

IMPACT  ON  PUBLIC  BROADCASTING 

Mr.  Natcher.  Has  public  television  lost  a  share  of  its  market  to 
cable  television  programming  and  educational  services? 

Mr.  Ledwig.  I  think  we  have  lost  some  of  the  audiences  to  cable, 
and  some  of  the  children's  audiences,  I  think,  to  home  videos.  We 
are  working  to  provide  programming  to  areas  and  age  groups 
where  we  seem  to  have  lost  some  audiences.  We  are  conscious  of 
that,  we  are  working  on  it. 

I  might  add,  though,  if  cable  goes  the  commercial  route  and  we 
are  not  commercial,  they  are  subject  to  some  of  the  problems  with 
all  commercial  broadcasting,  that  is,  lower  quality  programming 
often  gets  a  larger  audience.  So  that  force  is  there,  and  you  need  a 
larger  audience  to  make  more  revenues. 

Secondly,  they  have  added  a  lot  of  advertising  to  cable  that 
wasn't  there  in  the  early  years.  So  you  have  in  many  cases  lower 
quality  and  more  advertising,  which  creates  an  alternative  for 
public  broadcasting. 

I  am  not  critical  of  that,  but  it  makes  noncommercial,  higher 
quality  public  broadcasting  programming  more  important  to  many 
Americans. 
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MINORITY  BROADCASTING 

Mr.  Natcher.  How  much  funding  are  you  committing  to  the  mi- 
nority broadcasting  initiative,  and  how  are  these  funds  used? 

Mr.  Ledwig.  We  are  committing  $3  million  to  that  new  initiative, 
plus  an  additional  $800  thousand. 

Mr.  Natcher.  As  a  public  broadcasting  system  matures,  has  the 
need  for  the  Corporation  for  Public  Broadcasting  diminished? 

Mr.  Ledwig.  I  certainly  do  not  think  so,  Mr.  Chairman.  As  I  said 
earlier,  because  CPB  dollars  are  the  critical  dollars  that  leverage 
other  dollars,  and  because  they  are  mostly  the  programming  dol- 
lars, either  directly  or  indirectly  they  are  the  most  critical  dollars 
for  the  system. 

So  I  believe  the  need  has  not  diminished. 

Mr.  Natcher.  Mr.  Pursell? 

Mr.  Pursell.  No  further  questions. 

Mr.  Natcher.  Mr.  Ledwig,  we  want  to  thank  you  and  Mr.  Turner 
and  all  of  you  who  have  appeared  at  this  time  on  behalf  of  your 
budget  request  for  the  fiscal  year  1994.  Thank  you  very  much.  This 
has  been  a  good  hearing. 

Mr.  Turner.  Thank  you  very  much,  Mr.  Chairman. 

Mr.  Ledwig.  Thank  you,  Mr.  Chairman. 

[Questions  and  answers  for  the  record  and  the  justifications 
follow:] 
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The  following  questions  were  submitted 
to  be  answered  for  the  record: 


EDUCATION  SERVICE  GRANTS 

Mr.  Natcher:    With  regard  to  the  new  Education  Service  Grants,  how 
will  you  balance  increasing  the  Federal  support  for  ongoing 
activities  with  the  need  to  fund  new,  higher  risk  projects? 
What  will  be  the  average  grant  size  and  how  many  radio  and 
television  grants  will  be  funded? 

Mr.  Ledwig:     Under  the  Education  Service  Grants,  the  Corporation 
for  Public  Broadcasting  (CPB),  in  consultation  with  the  public 
broadcasting  stations,  will  develop  specific  criteria  for  the 
use  of  additional  funds  committed  for  education.    In  general, 
these  criteria  would  require  recipients  to  either  expand  ongoing 
efforts,  or  to  develop  and  support  new  efforts.    We  believe  that 
local  stations,  working  with  public  broadcasting's  national 
organizations,  are  in  the  best  position  to  determine  specific 
educational  projects  for  their  local  communities. 

In  FY  1994,  we  expect  the  additional  federal  monies  devoted  to 
education  will  add  $40.2  million  to  the  public  television 
Community  Service  Grant  (CSG)  pool,  and  $11.1  million  and  $3.6 
million  to  the  public  radio  CSG  and  National  Program  Production 
and  Acquisition  Grant  (NPPAG)  pools,  respectively.  We 
anticipate  that  all  stations  currently  receiving  a  CSG  or  NPPAG 
will  choose  to  participate.    For  public  television,  the 
additional  $40.2  million  distributed  to  194  potential  grantees 
yields  an  average  grant  of  approximately  $207,000.    For  public 
radio,  the  additional  $11.1  million  in  CSGs  would  mean  an 
average  grant  of  approximately  $34,000  for  each  of  the 
anticipated  322  grantees,  and  approximately  $11,000  for  each 
NPPAG. 


CPB  DISCRETIONARY  FUNDING 

Mr.  Natcher:  How  much  discretionary  funding  does  the  Corporation 
for  Public  Broadcasting  control,  and  generally,  how  are  these 
funds  used? 


Mr.  Ledwig:     As  the  accompanying  summary  chart  shows,  the 

Corporation  for  Public  Broadcasting  (CPB)  has  fiscal  discretion 
over  approximately  17  percent  of  all  available  funds.    Nearly  83 
percent  of  CPB's  annual  revenues  now  go  by  formula  to  stations 
via  grants  or  to  production  activities  directed  to  be  funded  by 
Congressional  action. 

In  fiscal  year  1992,  17.2  percent  will  equal  $44.8  million. 
These  funds,  subject  to  final  Board  approval  of  the  CPB  FY  1992 
Operating  Budget,  will  be  allocated  as  follows: 


Television  Programming: 

New  Program  Development  $  5,764,913 

Television  Programming  Challenge  Fund  5,000,000 

Multicultural  Programming  Project  3,000,000 

Children's  Programming  Project  2,000,000 

Outreach  Alliance  Programming  1,125,000 

Education  Services  Development  1,630,000 

Other  Programming  Activities  551,000 

$19,070,913 
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Radio  Programming: 

Radio  Program  Fund  $  4,486,319 
System  Support  Activities: 

Music  Copyright  Fees  $  3,540,000 

System  Development  Fund  2,000,000 

Audience  and  Program  Research  1,055,000 

Minority  Consortia  Assistance  1,052,200 

Radio  System  Development  Project  615,000 

CPB  Technologies  Project  350,000 

System  Planning-Data  Collection  425,000 

Print  Handicapped  Services  150,000 

System  EEO  Support  Project  133,100 

Contingency  Fund  400,000 

Miscellaneous  Other  Programs  741,500 

$10,461,800 

CPB  Operations: 

Administrative  Budget  $11,064,000 

TOTAL  DISCRETIONARY  FUNDS  $45,983,032 

TOTAL  NON-DISCRETIONARY  FUNDS  $214,446,968 
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PUBLIC  RADIO  EXPANSION  PLAN 

Mr.  Natcher:    Provide  a  summary  of  the  Public  Radio  Expansion  Plan 
which  contains  information  on  funding  and  number  of  stations. 

Mr.  Ledwig:     CPB  is  concentrating  on  three  specific  areas  regarding 
public  radio  expansion: 

o      Assisting  with  the  establishment  of  new  public  radio  stations 
and  the  extension  of  distant  public  radio  signals  into 
unserved  areas  that  have  the  population  and  economic  base  to 
reasonably  support  the  service; 

o      Assisting  in  the  provision  of  diversified  programming 
services  to  or  by  public  radio  stations;  and, 

o      Assisting  minority-controlled  public  radio  stations  to 
maintain  and  improve  programming  services. 

The  programs  to  address  these  areas  include: 

o  Sole  Service  Assistance  Grant  (SSAG) 

o  Program  Acquisition  Assistance  Grant  (PAAG) 

o  Station  Development  Grant  (STEP  Grant) 

o  Downlink  Assistance 

o  Minority  Station  Improvement  Project 

o  Signal  Extension  Assistance 

o  Management  Consulting  Service 

Attached  is  a  summary  and  full  description  of  each  program. 
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CORPORATION  FOR  PUBLIC  BROADCASTING 

Radio  Expansion  Activities  for  Station  Support  and  Development 


SOLE  SERVICE  ASSISTANCE  GRANTS  (SSAG) 

Purpose:  To  augment  the  capability  of  general  audience 
noncommercial  radio  stations  that  provide  the  only  full  power 
broadcast  service  to  their  communities  of  license  and  that  do  not 
receive  a  CSG  or  any  other  station  support  grant  from  CPB. 

Eligible  Grantee:  For  purposes  of  this  statement,  an  "eligible 
grantee  *  shall  be  defined  as  an  on-the-air  (AM  or  FM)  station 
operating  under  a  noncommercial  educational  license  granted  by 
the  FCC.  which  meets  all  the  criteria  set  forth  below. 

The  station  must  provide  the  only  full  power  broadcast  service  to 
its  community  of  license.  This  means,  there  are  no  other  grade  A 
or  B  television  or  radio  signals  in  the  community  of  license. 

Licensing  and  Power:  The  station  must  be  designated  by  the  FCC  as 
a  noncommercial.  educational  radio  station  that  is  on  the  air. 
owned  and  operated  by  a  public  agency  or  nonprofit  private 
foundation,  corporation,  or  association,  that  holds  a  FCC  license 

for  the  station. 

The  station  must  have  an  operating  power  of  250  watts  or  greater 
in  the  case  of  an  AM  radio  stadon.  or  an  effective  radiated 
power  of  100  watts  or  greater  in  the  case  of  an  FM  radio  station. 

Broadcast  Operations:  The  station's  minimum  operational  schedule 
must  be  12  consecutive  hours  per  day.  6  days  per  week.  52  weeks 
per  year.  However.  AM  stations  which  are  restricted  by  the  terms 
of  their  licenses  to  less  than  the  minimum  broadcast  schedule 
required  by  this  policy  will  be  eligible  for  assistance  if  all 
other  criteria  are  met. 

Amount:  Equivalent  to  the  base  National  Program  Production  and 
Acquisition  Grant  (NPPAG)  plus  the  minimum  annual  public  radio 
satellite  DistribuUon/Interconnection  fee. 
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CPB's  Radio  Expansion  Activities 


PROGRAM  ACQUISITION  ASSISTANCE  GRANTS  (PAAG) 

Purpose:  To  enable  stations  to  access  and  extend  the  reach  of 
public  radio  programming  and  to  increase  audiences  for  that 
programming.  The  PAAG  is  to  be  used  exclusively  for  the 
acquisition  of  national  programming  of  high  quality,  diversity, 
creativity,  excellence  and  innovation,  with  strict  adherence  to 
objectivity  and  balance  in  all  programs  or  series  of  programs  of 
a  controversial  nature.  To  qualify  as  a  "national"  program  for 
funding  from  PAAG  funds,  a  program  must  be  in  the  national 
marketplace  of  public  radio  programming. 

This  program  will  be  in  effect  for  five  years  beginning  FY  1991. 
Reconsideration  of  its  duration  will  occur  in  FY  1994. 

Eligible  Grantee:  For  the  purpose  of  this  statement,  an 
"eligible  grantee"  shall  be  defined  as  an  on-the-air  (AM  or  FM) 
station  operating  under  a  noncommercial  educational  license 
granted  by  the  FCC.  which  meets  all  the  criteria  set  forth  below. 
Neither  the  station  nor  its  licensee  may  receive  a  Community 
Service  Grant  (CSG)  or  any  other  station  support  from  CPB. 

Licensing  and  Power:  The  station  must  be  designated  by  the  FCC 
as  a  noncommercial,  educational  radio  station.  The  station  must 
have  transmitter  power  sufficient  to  provide  primary  signal 
coverage  in  the  community  of  license.  Shared  time  stations  do 
not  fit  the  definition  of  this  criterion.  The  station  must  own  a 
satellite  downlink  that  is  operational  and  tuned  to  the  public 
radio  satellite. 

The  station  must  have  an  operating  power  of  250  watts  or  greater 
in  the  case  of  an  AM  radio  station,  or  an  effective  radiated 
power  of  100  watts  or  greater  in  the  case  of  an  FM  radio  station. 

Broadcast  Operations:  The  station's  minimum  operational  schedule 
must  be  at  least  12  consecutive  hours  per  day.  6  days  per  week, 
52  weeks  per  year.  However.  AM  stations  which  are  restricted  by 
the  terms  of  their  licenses  to  daytime  only  operation  will  be 
eligible  for  assistance  if  all  other  criteria  are  met. 

Amount:  Equivalent  to  the  base  NPPAG  plus  the  minimum  annual 
public  radio  satellite  Distribution/Interconnection  fee. 
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CPB's  Radio  Expansion  Activities 


STATION  DEVELOPMENT  GRANTS  (STEP  Grant) 

Purpose:  To  assist  with  the  establishment  of  new  stations  in 
unserved  areas,  to  assist  with  the  diversification  of  services, 
and  to  assist  minority  controlled  public  radio  stations  to 
maintain  and  improve  programming  services. 

This  program  will  be  in  effect  for  five  years  beginning  FY  1991. 
Reconsideration  of  its  duration  will  occur  in  FY  1994. 

Grantees  in  the  program  that  fail  to  move  to  the  next  operational 
step,  or  fail  to  maintain  the  criteria  for  an  assigned  step  for 
the  full  specified  time  period  will  be  considered  ineligible  for 
this,  or  any  other  CPB  station  support  grant,  for  a  period  of  24 
months  beginning  on  October  1(12  months  for  minority  controlled 
and  operated  stations). 

Eligible  Grantee:  Public  radio  stations  that  are  not  affiliated 
with  (co-licensed  to.  or  repeaters  of)  a  CPB-supported  station, 
that  do  not  receive  other  CPB  station  grants,  that  meet  the  CSG 
programming  and  broadcast  schedule  requirements,  and  that  meet 
the  criteria  below  within  the  specified  time  frames. 

Minority  controlled  and  operated  stations  must  meet  the  same 
criteria,  but  have  a  seven  year  period  over  which  to  achieve 
them.  Minority  stations  may  count  full  time  equivalent  staff 
toward  the  stalling  requirements. 

After  meeting  the  criteria  for  the  applicable  entry  Step, 
stations  may  use  the  grant  funds  to  hire  an  employee  to  qualify 
for  the  next  higher  STEP  Grant. 

Levels: 

Step  1:      3  full-time  staff  (FT)  and  $75,000  -  $149,000 
Nonfederal  Financial  Support  (NFFS) 
Time  Limit  for  Step  1:  One  year 
Amount:  60%  of  CSG  and  NPPAG  Base 

Step  2:      4  FT  and  $90,000  -  $149,000  NFFS 
Time  Limit  for  Step  2:  Two  years 
(Three  Years  for  minority  stations) 
Amount:  80%  of  CSG  and  NPPAG  Base 

Step  3:  5  FT  and  S9 1 .000  -  149.000  NFFS 
Time  Limit  for  Step  3:  Two  years 
(Three  Years  for  minority  stations) 
Amount:   1 00%  CSG  and  NPPAG  Base 
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CPB's  Radio  Expansion  Activities 

Licensing  and  Power;  The  station  must  be  designated  by  the  FCC 
as  a  noncommercial,  educational  radio  station.  The  station  must 
have  transmitter  power  sufficient  to  provide  primary  signal 
coverage  in  the  community  of  license.  Shared  time  stations  do 
not  fit  the  definition  of  this  criterion. 

The  station  must  have  an  operating  power  of  250  watts  or  greater 
in  the  case  of  an  AM  radio  station,  or  an  effective  radiated 
power  of  100  watts  or  greater  in  the  case  of  an  FM  radio  station. 

Broadcast  Operations:  The  station's  minimum  operational  schedule 
must  be  18  consecutive  hours  per  day.  7  days  per  week,  52  weeks 
per  year.  AM  stations  that  are  restricted  by  the  terms  of  their 
licenses  to  daytime  only  operations  will  be  eligible  for 
assistance  if  all  other  criteria  are  met. 

Other  Radio  Grant  Programs 

COMMUNITY  SERVICE  GRANT  (CSG) 

Purpose:  To  augment  the  capability  of  CPB-supported  public 
broadcasting  stations  to  expand  the  quality  and  scope  of  their 
services  to  the  community. 

Eligible  Grantee:  For  purposes  of  this  statement,  an  eligible 
grantee '  shall  be  defined  as  an  on-the-air  (AM  or  FM)  station 
operating  under  a  noncommercial  educational  license  granted  by 
the  FCC.  which  meets  all  the  criteria  set  forth  below. 

o  Staffing  -  Five  full  time  professional  stafF  must  be 

employed  on  an  annual  basis. 

o  Facilities  -  Sufficient  office  space  and  production  space 

capable  of  simultaneous  local  production  and 
origination. 

o  Programming  -  Broadcast  schedule  must  be  devoted  primarily 

to  general  audience  programming  of  good 
quality  which  serves  demonstrated  community 
needs  of  an  educational,  informational  and 
cultural  nature,  within  its  primary  signal 
area. 

o  Nonfederal  Income     Station  must  raise  nonfederal  annual 

income  of  the  minimum  required  for  the 
reporting  year  and  must  be  able  to  prove 
the  financial  viability  of  the  station. 
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CPB's  Radio  Expansion  Activities 


Licensing  and  Power;  The  station  must  be  designated  by  the  FCC 
as  a  noncommercial,  educational  radio  station.  The  station  must 
have  transmitter  power  sufficient  to  provide  primary  signal 
coverage  in  the  community  of  license. 

Broadcast  Operations:  The  station's  minimum  operational  schedule 
must  be  18  consecutive  hours  per  day.  365  days  per  year. 
However.  AM  stations  which  are  restricted  by  the  terms  of  their 
licensees  to  less  than  the  minimum  broadcast  schedule  required  by 
the  CPB  policy  will  be  eligible  for  assistance  if  all  other 
criteria  are  met. 

Amount;  The  amount  of  a  grant  is  computed  pursuant  to  the  CSG 
formula  adopted  by  the  CPB  Board  as  applied  to  the  financial  data 
submitted  by  the  applicant. 

NATIONAL  PROGRAM  PRODUCTION  AND  ACQUISITION  GRANT  (NPPAG) 

Purpose:  NPPAGs  are  to  be  used  exclusively  for  the  acquisition. 
producUon.  promotion  and  distribution  of  national  programming  of 
high  quality,  diversity.  creativity,  excellence  and  innovation, 
with  strict  adherence  to  objectivity  and  balance  in  all  programs 
or  series  of  programs  of  a  controversial  nature. 

Eligible  Grantee:  For  purposes  of  this  statement,  an  eligible 
grantee''  shall  be  defined  as  an  on-the-air  (AM  or  FM)  station 
operating  under  a  noncommercial  educational  license  granted  by 
the  FCC.  which  meets  all  the  criteria  necessary  to  receive  a  CSG. 

Amount!  The  amount  of  a  grant  is  computed  pursuant  to  the  NPPAG 
formula  adopted  by  the  CPB  Board  as  applied  to  the  financial  data 
submitted  by  the  applicant. 

Radio  Expansion  Activities  -  Special  Projects 

DOWNLINK  ASSISTANCE 

CPB  Goal:  To  assist  in  the  provision  of  diversified  programming 
services  to  or  by  public  radio  stations. 

Purpose:  To  provide  technical  assistance  to  CPB-supported 
stations  requesting  funds  from  PTFP  and  other  such  agencies  to 
become  interconnected  to  the  public  radio  satellite  system.  Such 
assistance  could  include  engineering  studies  and  proposal 
writing.  This  program,  will  be  in  effect  for  five  years  beginning 
FY  1991.  Reconsider  ::un  of  its  duration  will  occur  in  FY  1994. 

Eligibility:  Stations  ::-.ust  meet  current  CSG  programming  criteria 
and  minimum  FCC  br  ad  cast  requirements,  and  must  have  no 
interconnection  facilities.  Stations  may  not  be  affiliated  with 
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(co-licensed  to.  or  repeaters  of)  CSG  grantees.  PAAG  grantees,  or 
with  STEP  grantees. 

Afflojiafc  CPB  will  provide  technical  assistance  and  consultation 
(not  to  exceed  $5000)  per  station  to  help  eligible  stations 
interconnect  with  the  public  radio  satellite  system. 

MINORITY  STATION  IMPROVEMENT  PROJECT 

Purpose:  To  assist  minority  controlled  and  operated  radio 
stations  to  (1)  Increase  their  managerial  and  operational 
capacity  to  provide  local  services.  (2)  compete  effectively  In 
the  existing  radio  program  funding  arenas,  and  (3)  supplement  the 
national  programming  marketplace  for  radio. 

Plan:  CPB  will  work  fully  implement  the  Minority  Station 
Improvement  Project's  (MSIP)  potential  to  identify  station  based 
production  centers.  These  centers  will  help  provide  ongoing 
minority  audience  programming  for  the  public  radio  marketplace. 

SIGNAL  EXTENSION  ASSISTANCE 

CPB  Goal:  To  assist  with  the  establishment  of  new  public  radio 
stations  or  the  extension  of  distant  public  radio  signals  into 
unserved  areas  that  have  the  population  and  economic  base  to 
reasonably  support  the  service. 

Purpose:  To  provide  technical  assistance  in  determining  the 
feasibility  of  extending  the  signals  of  existing  CPB  grantees 
into  adjacent  unserved  market(s).  This  program  wUl  be  in  effect 
for  five  years  beginning  FY  199 1.  Reconsideration  of  its 
duration  will  occur  in  FY  1994. 

Eligibility:  Station  must  receive  a  CSG.  must  have  the 
financial,  technical  and  managerial  capacity  (as  determined  by 
CPB)  to  complete  an  extension  project,  and  must  be  adjacent  to  a 
market  designated  by  CPB.  as  having  potential  to  add  significant 
population  areas  to  public  radio's  nation  coverage  statistics. 
CPB  Station  Relations,  in  consultation  with  CPB  Policy 
Development  and  Planning,  will  select  stations  for  this 
assistance  program. 

Ajaojipl;  CPB  will  provide  technical  assistance  and  consultation 
(not  to  exceed  $1500  per  station)  to  help  selected  CSG  eligible 
stations  extend  their  signals  via  repeaters  and/or  translators 
into  adjacent  unserved  areas. 

MANAGEMENT  CONSULTING  SERVICE  (MCS) 

Purpose:  To  assist  with  the  full  development  of  the  system  by 
providing  technical  assistance  and  management  training 
opportunities,  to  encourage  innovative  approaches  to  audience 
building,  and  to  increase  station  managerial  and  operational 
capacity. 
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Eligibility:  Available  to  CPB-supported  stations.  MCS  is  a 
strategic  planning  resource  that  provides  consultants  with 
valuable  expertise  in  the  areas  of  station,  market,  and  financial 
analysis,  fundraising.  production/  programming,  promotion, 
engineering  and  more. 

MUSIC  ROYALTY 

Purpose:  To  ensure  that  all  CPB-supported  stations  have  access 
to  broadcast  rights  for  certain  musical  compositions. 

Plan:  Extend  the  CPB  funded  music  royalty  blanket  license  to  all 
stations  funded  by  the  SSAG.  STEP,  and  PAAG  in  addition  to  CSG 
eligible  stations. 

NATIONAL  RADIO  PROGRAM  PRODUCTION  FUND  (RPF) 

Purpose:  To  support  national  level  radio  program  productions  of 
high  quality,  diversity,  excellence  and  innovation  that  are 
obtained  from  diverse  sources,  with  strict  adherence  to 
objectivity  and  balance. 

Plan:  The  radio  fund  hosts  a  once-per-year  annual  solicitation 
of  national  level  radio  projects  that  provide  programming  to 
public  radio  stations.  Pilots  and  research  and  development 
projects  of  potential  national  significance  are  acceptable. 
Eligibility  is  unrestricted.  The  funding  level  is  also 
unrestricted,  though  the  average  award  is  approximately  $200,000. 
FY  1991  funding  priorities  are  for  projects  that  yield  quality 
programming  that  is  illuminating,  inspiring  as  well  as  appealing, 
that  takes  programmatic  risk,  and  advances  public  radio's  mission 
of  serving  an  increasing  number  of  American.  The  fund  invites 
the  system  to  participate  in  an  annual  consultation  about 
priorities,  practices,  and  policies. 

SYSTEM  DEVELOPMENT  FUND  (SDF) 

Purpose:  To  encourage  non-production  radio  and  television 
initiatives  that  are  critical  to  the  full  development  of  the 
public  broadcasting  system. 

Plan:  The  SDF  supports  systemwide  non-production  projects  that 
promote  professional  development,  diversity,  and  the  extension  of 
technical  and  institutional  capacity  of  public  radio  and  public 
television.  FY  1991  funding  priorities  for  public  radio  and 
public  television  are  training  and  research  and  exploration  of 
methods  for  securing  new  income  for  public  broadcasting.  A 
priority  targeted  for  radio- only  is  for  increased  availability  of 
national  public  radio  programming  and  its  use  by  audiences 
nationwide.  A  television  only  priority  is  to  increase  and 
diversify  public  television  s  audiences  through  projects  related 
to  increasing  the  frequency  of  viewing  and  to  strengthening 
station  ties  to  the  community,  e.g..  through  education  and 
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outreach.  Projects  are  expected  to  extend  the  participation  of 
racial  and  ethnic  minorities  in  all  facets  of  public 
broadcasting.  There  is  one  funding  round  per  year.  Funding 
levels  are  unrestricted  and  more  than  one  project  may  be 
submitted  per  entity. 

EMPLOYMENT  OUTREACH  PROJECT 

Purpose;  To  facilitate  the  development  of  affirmative  actlon/EEO 
practices  In  public  broadcasting. 

Plan;  A  variety  of  services  are  offered  Including  Job  Line. 
(800)  582-8220  and  (202)  393-1045.  Talent  Bank  for  free  resume 
referrals,  minority  resume  books,  and  public  broadcasting  career 
Information  publications. 

Eligibility:  All  public  broadcasting  stations  and  organizations. 


EEO  ASSISTANCE  PROGRAM 

Purpose;  To  encourage  the  development  of  diverse  minority 
applicant  pool  for  public  broadcasting  Jobs. 

Plan;  CPB  offers  a  competitive  fund  to  partially  defray  the  cost 
of  recruiting  at  Job  fairs  and  conferences  of  minority 
professional  associations  and  media  groups  around  the  country. 

Eligibility;  CPB-supported  stations  and  state  networks. 

Criteria  for  award;  Stations/state  networks  (i)  experiencing 
under  representation  of  minorities  in  the  top  four 
(official/manager,  professional,  technical,  and  sales)  Job 
categories;  (ii)  having  difficulty  establishing  local  contacts 
with  or  attracting  minority  applicants:  (111)  recruiting  at 
minority  Job  fairs  for  the  first  time:  (iv)  projected  full-time 
staff  openings  in  the  top  four  categories  within  12  months,  and: 
(v)  demonstrated  financial  need  to  seek  CPB  assistance. 

^ajQjjnfc  Reimbursement  of  partial  expenses. 

EEO  TECHNICAL  ASSISTANCE 

Purpose;  To  assist  with  the  development  of  an  Equal  Employment 
Opportunity  Program. 

PJajn  CPB's  System  EEO  Support  office  serves  as  a  resource  to 

stations  In  need  of  technical  assistance  to  develop  their  EEO 

program.  It  provides  information  relevant  to  EEO  program 

requirements  for  broadcasters.  Several  resources  are  provided  including  an 

Affirmative  Action/ EEO  Recruitment  Kit.  minority  professional  directories  and 

recruitment  contact  mailing  lists,  sample  Job  descriptions  and 

announcements,  employee  handbooks  and  EEO  program  statements. 

and  multicultural  awareness  training  programs. 
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The  grant  programs  listed  above  have  funded  the  following: 
Grant  Year  Stations        Grant  Amount 


JOnU 

1  QftQ 

1 1 
i  i 

1990 

13 

7,700 

1991 

13 

10,650 

PAAG 

1991 

13 

10,650 

STEP  I 

1991 

9 

19,086 

STEP  II 

1991 

4 

25,448 

STEP  III 

1991 

3 

31,810 

The  PAAG  and  STEP  Grants  were  new  in  1991.    Applications  from 
potential  grantees  for  all  1992  grants  are  being  filed  now,  so 
there  is  no  known  number  of  new  grantees. 
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AREAS  NOT  SERVED  BY  PUBLIC  RADIO  AND  TV 

Mr.  Natcher:    What  parts  of  the  country  are  not  served  by  public  radio 
and  TV? 

Mr.  Ledwig:     Public  television  reaches  approximately  94  percent  of 
the  U.S.  population,  while  public  radio  covers  approximately  86 
percent.    Tables  illustrating  unserved  population  totals  by  state 
for  both  radio  and  television  follow. 


The  population  unserved  by  public  television  is  largely  limited  to 
geographically  remote  areas  of  the  county;  there  are  very  few 
sizeable  pockets  of  population  unserved  by  public  television. 

On  the  radio  side,  the  Corporation  has  identified  the  largest 
unserved  markets;  the  top  20  unserved  markets  are  listed  below. 
The  markets  represent  a  mix  of  urban,  rural,  and  suburban  areas, 
and  are  spread  geographically  throughout  the  country. 
Market  Unserved  Population 


1. 

Eastern  Long  Island,  NY 

513,277 

2. 

Brownsville-McAllen,  TX 

431,367 

3. 

Middletown-Port  Jervis,  NY 

383,359 

4. 

Southern  New  Jersey  Coast 

355,923 

5. 

Central  New  Jersey  Coast 

313,244 

6. 

Brewster-Newburgh,  NY  - 

Hudson  River  Valley  Exburbs 

261,661 

7. 

Allentown-Bethlehem-Easton,  PA 

227,303 

8. 

Hagerstown,  MD-Chambersburg,  PA 

226,395 

9. 

Waukegan,  IL 

217,214 

10. 

Tyler-Longview,  TX 

206,537 

11. 

Sandusky,  OH 

203,888 

12. 

Johnstown,  PA 

183,173 

13. 

Houma-Thibodaux,  LA 

175,227 

14. 

Northern  San  Diego  County,  CA 

168,494 

15. 

Warwick-Kingston,  RI 

164,510 

16. 

Zanesville-Cambridge-Newark,  OH 

157,868 

17. 

New  Jersey  Hunt  Country 

151,745 

18. 

Stockton-Tracy,  CA 

148,083 

19. 

Rome-Cartersville-Cedartwon,  GA 

147,912 

20. 

Danville,  VA 

143,466 

Total 

4,780,646 
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Corporation  for  Public  Broadcasting 
Population  Unserved  by  Public  Television,  By  State 
Based  on  1980  Census  Data 


State 

Unserved 

Total 

Percent 

Population 

Population 

Unserved 

Al abama 

100770 

3890894 

3% 

Alaska 

120550 

400136 

30% 

Arizona 

330130 

2715571 

3% 

Arkansas 

122204 

2282980 

5% 

Cal ifornia 

i  uoica 

1743758 

23657474 

7% 

Colorado 

AAA  A  C  A 

299452 

«  A  A  TP  a  r1  a 

2887258 

10% 

Connecticut 

0 

1  A1AAA 

3107000 

0% 

Del  aware 

91503 

C  A**  A  A  A 

593828 

15% 

Dist  of  Columbia 

0 

638250 

0% 

Florida 

291467 

9740872 

3% 

Georgia 

333024 

P  A  1?  A*>  A  A 

5459322 

6% 

Hawai  i 

34639 

964426 

4% 

Idaho 

170100 

941217 

18% 

111 inois 

923173 

11416448 

8% 

Indiana 

661948 

P  J  A  **•  A*%  A 

5486039 

12% 

Iowa 

51371 

A  A  1  A  A  ^  A 

2910263 

2% 

Kansas 

445437 

A  A  P  1  A  1  A 

2361318 

19% 

Kentucky 

13821 

3658817 

0% 

Louisiana 

250657 

4  AA*i  APA 

4203258 

6% 

Name 

20236 

1  1  A  4  A£A 

1124069 

2% 

Maryl and 

34218 

1A1 M C A 1 

4214591 

1% 

Massachusetts 

AAA  A  A 

90340 

5735911 

2% 

Michigan 

1084969 

AACOC 1 O 

9258518 

12% 

Minnesota 

615460 

4  A1AA 1  C 

4072915 

15% 

Mississippi 

AlAAA 

87983 

AC If 1IA 

2516449 

3% 

Missouri 

Af 7AA J 

967204 

1A1  1  A A  J 

4911884 

A  Ad/ 

20% 

Montana 

705648 

785053 

90% 

Nebraska 

A  OCC 

4866 

1 568064 

not 

0% 

Nevada 

76056 

7AAPAC 

799525 

10% 

New  Hampshire 

m  c  a 

3750 

A AAA 4  T 

920347 

AO/ 

0% 

New  Jersey 

43796 

lAfAA 4 A 

7363349 

i  a/ 
1% 

New  Mexico 

256350 

1 AA1 1 Al 

1301181 

AAA/ 

20% 

New  York 

637034 

1 TC  C ACC  C 

17550565 

a  of 

4% 

North  Carolina 

162416 

CA1P AA^ 

5875296 

3% 

North  Dakota 

A 1  f  rj 

81654 

649504 

1  AO/ 

13% 

Ohio 

229568 

1  Aim  AAA 

10791332 

AO/ 

2% 

Ok  I ahoma 

9 IAAA J 

343884 

A AA1 AA7 

3021307 

114* 
11% 

Oregon 

1  A  A  A  A  1 

124091 

Af AA1 AC 

2630125 

5% 

Pennsylvania 

AAlAAf 

227286 

1 1 OCAl 1 4 

11859114 

2% 

Rhode  Island 

0 

947062 

0% 

South  Carolina 

12348 

3118760 

0% 

C«nth  riakn+a 
OUUli)  UaRUtd 

CC7CO 

jo/  jo 

O/o 

Tennessee 

134020 

4587530 

3% 

Texas 

2969313 

14218486 

21% 

Utah 

132842 

1459630 

9% 

Vermont 

0 

511310 

0% 

Virginia 

148787 

5344408 

3% 

Washington 

479910 

4129445 

12% 

West  Virginia 

176206 

1948274 

9% 

Wisconsin 

296085 

4701996 

6% 

Wyoming 

292017 

468087 

62% 
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Corporation  for  Public  Broadcasting 
Population  Unserved  by  Public  Radio,  By  State 
Based  on  1980  Census  Data 


State 

Unserved 

Total 

Percent 

Population 

Population 

Unserved 

Al abama 

976245 

3890894 

25% 

Alaska 

74367 

400136 

19% 

Arizona 

267537 

2715571 

10% 

Arkansas 

1018745 

2282980 

45% 

California 

1342148 

23657474 

6% 

Colorado 

569181 

2887258 

20% 

Connecticut 

73871 

3107000 

2% 

Del  aware 

82429 

593828 

14% 

Dist  of  Columbia 

0 

638250 

0% 

Florida 

894299 

9740872 

9% 

Georgia 

1310772 

5459322 

24% 

Hawaii 

134633 

964426 

14% 

Idaho 

242779 

941217 

26% 

Illinois 

778751 

11416448 

7% 

Indiana 

861692 

5486039 

16% 

Iowa 

99979 

2910263 

3% 

Kansas 

439295 

2361318 

19% 

Kentucky 

521590 

3658817 

14% 

Louisiana 

1038766 

4203258 

25% 

Maine 

222484 

1124069 

20% 

Maryland 

543560 

4214591 

13% 

Massachusetts 

407351 

5735911 

7% 

Michigan 

535902 

9258518 

6% 

Minnesota 

297621 

4072915 

7% 

Mississippi 

194178 

2516449 

8% 

Missouri 

959128 

4911884 

20% 

Montana 

341743 

785053 

44% 

Nebraska 

301901 

1568064 

19% 

Nevada 

64983 

799525 

8% 

New  Hampshire 

191564 

920347 

21% 

New  Jersey 

1470377 

7363349 

20% 

New  Mexico 

285435 

1301181 

22% 

New  York 

1899904 

17550565 

11% 

North  Carolina 

1073985 

5875296 

18% 

North  Dakota 

216962 

649504 

33% 

Ohio 

1847547 

10791332 

17% 

Okl ahoma 

1092303 

3021307 

36% 

Oregon 

139774 

2630125 

5% 

Pennsylvania 

2845856 

11859114 

24% 

Rhode  Island 

237694 

947062 

25% 

South  Carolina 

219757 

3118760 

7% 

South  Dakota 

143589 

685658 

21% 

Tennessee 

823510 

4587530 

18% 

Texas 

4127166 

14218486 

29% 

Utah 

162292 

1459630 

11% 

Vermont 

4834 

511310 

1% 

Virginia 

767546 

5344408 

14% 

Washington 

466912 

4129445 

11% 

West  Virginia 

475195 

1948274 

24% 

Wisconsin 

371073 

4701996 

8% 

Wyoming 

313998 

468087 

67% 

43-425   0—91  9 
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AVERAGE  PUBLIC  RADIO  AND  TV  COMMUNITY  SERVICE  GRANTS 

Mr.  Natcher:    Provide  a  table  which  shows  the  average  radio  and  TV 
Community  Service  Grant  for  1970,  1975,  1980,  1985,  and  the  years 
1990-1994  in  current  and  constant  dollars.    For  1994  show  both  the 
Presidents  and  CPB  funding  request. 

Mr.  Ledwig:     The  following  table  displays  the  data  requested  in 
current  dollars  and  in  constant  1990  dollars: 
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Average  Radio  and  TV  CPB  Community  Service  Grants 
Selected  Years  and  Projections  for  92-94 


Average 

Average 

Average 

Average 

Radio 

Radio  CSG 

Radio  CSG 

TV 

TV  CSG 

TV  CSG 

FiscaLYear 

Grantees 

Constant  $ 

Current  $ 

Grantees 

Constant  $ 

Current  S 

1969 

1970 

80 

$7,488 

$25,244 

123 

$22,032 

$74,275 

1971 

1972 

1973 

1974 

1975 

165 

22,623 

54,614 

155 

164,757 

397,741 

1976 

1977 

1978 

1979 

1980 

202 

62,771 

98,011 

171 

443,523 

692,518 

1981 

1982 

1983 

1984 

1985 

273 

80,903 

99,088 

181 

419,906 

514,289 

1986 

1987 

1988 

1989 

1990 

313 

115,476 

115,476 

194 

588347 

588,847 

1991 

318 

116,626 

111,072 

197 

621,074 

591,499 

1992 

330 

116,525 

105,692  [e] 

200 

630,614 

571,985 

1993 

340 

113,942 

98,427  [e] 

203 

625,928 

540,700 

1994-CPB 

350 

121,672 

100,100  [e] 

206 

678,031 

557,818 

1994-Pres. 

350 

113,680 

93,525  [e] 

206 

632,524 

520,379 

[e]  Estimated 
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IMPACT  OF  FUNDING  FORMULA  ON  PUBLIC  RADIO 

Mr.  Natcher:    Does  the  current  fixed  funding  formula  and  annual 

increase  in  the  number  of  stations  dilute  funding  for  radio  more 
than  television? 

Mr.  Ledwig:     As  the  following  table  demonstrates,  the  average 

Community  Service  Grant  (CSG)  provided  to  both  public  radio  and 
television  stations  has  either  decreased  or  grown  at  less  than  the 
inflation  rate  every  year  since  1988.    This  effect  is  more 
pronounced  for  public  radio  due  to  the  larger  number  of  new  radio 
stations  that  are  qualified  to  receive  CSG  support  every  year. 
Twenty-four  new  public  radio  stations  were  qualified  for  CSGs 
between  1987  and  1991;  over  the  same  period  only  14  public 
television  stations  were  qualified.    The  disparity  in  the  number 
of  new  stations  is  projected  to  increase  as  the  Corporation's 
radio  expansion  program  brings  more  new  radio  stations  into  the 
system;  32  new  radio  stations  and  nine  new  television  stations  are 
expected  to  be  qualified  for  CSG  support  between  1992  and  1994. 
Therefore,  a  growth  in  the  number  of  stations  and  the  fixed  amount 
awarded  for  CSG  growth  set  by  the  formula  does  result  in  a 
delution  in  grants  to  current  stations. 
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TOP  20  AND  BOTTOM  20  PUBLIC  RADIO  AND  TV  STATIONS 

Mr.  Natcher:    Provide  a  table  which  displays  the  following  information 
on  both  the  top  and  bottom  20  radio  and  television  stations 
according  to  total  CPB  support:    1)  total  station  operating 
income;  2)  number  of  subscribers;  3)  average  subscriber 
contribution;  4)  total  CPB  support  as  percentage  of  total  incomes; 
5)  amount  of  CPB  CSG;  6)  estimated  amount  of  satellite  replacement 
equipment;  7)  all  other  CPB  grant  support. 

Mr.  Ledwig:     Regarding  the  estimated  amount  of  satellite  replacement 
equipment  for  individual  stations,  neither  National  Public  Radio 
nor  the  Public  Broadcasting  Service  have  completed  the  bidding  and 
pricing  for  individual  stations.    RFPs  for  the  equipment  needed  at 
station  level  are  expected  to  be  completed  this  summer  or  fall. 
The  following  table  provides  the  remaining  data  requested: 
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TOTAL  OPERATING  REVENUES  AND  9JBSCIIPTIGN  REVENUE  FOR  PUBLIC  TELEVISION  GRANTEES 
(RANKED  BY  TOTAL  CPS  SUPPORT) 
FISCAL  TEAR  1909 


ALL  OTHER       TOTAL  CPB       OPERATING     GRANTS  AS  A  X  OF     NUMBER  OF    AVERAGE  SUBSCRIBER 
CALL/LOCATION  CSG        CPS  SUPPORT       SUPPORT  REVENUE       OPERATING  REVENUE  SUBSCRIBERS  CONTRIBUTION 


TOP  20  TV  STATIONS: 


MA 

UGBH-TV  BOSTON 

S3.832.083 

$11,419,282 

$15,251,365 

NT 

UNET-TV  NEW  YORK 

4,220.941 

6.501,439 

10,722,380 

PA 

UQEO-TV  PITTSBURGH 

1,670.717 
1,525,871 

5,606,795 

7.277,512 

DC 

UETA-TV  WASHINGTON 

3,436,832 

4,962,703 

NE 

KUON-TV  LINCOLN 

1,248,588 

2,655,659 

3,904,247 

CA 

KCET-TV  LOS  ANGELES 

2,010,337 

578,095 

2,588,432 

CA 

KQED-TV  SAN  FRANCISCO 

2,318,856 

93,811 

2.412,667 

IL 

UTTW-TV  CHICAGO 

2,005,945 

234,202 

2,240,147 

MO 

MART LAND  NETWORK 

1,649,291 

315,723 

1,965,014 

sc 

SOUTH  CAROLINA  NETWORK 

1,802.914 

87,938 

1,890,852 

NJ 

NEW  JERSEY  NETWORK 

1,651,105 

62,012 

1,713,117 

UA 

KCTS-TV  SEATTLE 

1,030,286 

604,173 

1,634,459 

MI 

WTVS-TV  DETROIT 

948,552 

618,660 

1,567,212 

CO 

KRMA- TV  DENVER 

1,484,945 

65,955 

1,550,900 

KT 

KENTUCKY  NETWORK 

1,187,129 

232,969 

1,420,098 

MM 

KTCA-TV  ST  PAUL/MINN 

958,776 

421,933 

1,380,709 

PA 

UHYY-TV  PHILADELPHIA 

1,227,497 

87,789 

1,315,286 

NT 

WNEO-TV  BUFFALO 

722,348 

566,600 

1,288,948 

NC 

NORTH  CAROLINA  NETWORK 

1,166,655 

47,104 

1,213,759 

TX 

KERA-TV  DALLAS 

1,086,314 

43,949 

1,130,263 

$89,262,114  17.09X  188,732  $68 

104,952,877  10.22  416,022  64 

34,436,058  21.13  55,200  56 

38,344,472  12.94  182,300  43 

12,632.000  30.91  32.816  41 

37,282,438  6.94  346,860  61 

32,263,038  7.48  253,750  57 

29,430,515  7.61  181,923  67 

21,223,915  9.26  67,803  45 

28,816,282  6.56  0  0 

17,921,753  9.56  17,290  69 

12,287,449  13.30  145,099  50 

11,167,724  14.03  83,022  71 

7,814,216  19.85  57,112  56 

15,999,869  8.88  21,131  77 

13,149,406  10.50  112,848  43 

16,191,486  8.12  149,000  46 

9,981,184  12.91  60,982  60 

15,922,882  7.62  74,035  47 

9,444.924  11.97  55,775  56 


BOTTOM  20  TV  STATIONS: 


AK 

KTUK- 

•TV 

BETHEL 

$331,562 

Oft 

KSYS- 

•TV 

MEDFORD 

318,319 

MO 

KMOS- 

■TV 

UARRENSaURG 

317.517 

KCVC- 

■TV 

RIVERTON 

316,656 

KS 

K0CO- 

■TV 

BUNKER  HILL 

315,034 

ME 

WMEA- 

■TV 

BIDDEFORO 

314,724 

MT 

KUSM- 

■TV 

BOZENAN 

314,684 

IL 

WQPT- 

•TV 

NOLI HE 

310,833 

OK 

KXON- 

■TV 

CLAREHORE 

308,377 

AS 

KGTF- 

•TV 

GUAM 

306,139 

TX 

KOCV 

•TV 

ODESSA 

302,948 

TX 

KACV- 

■TV 

ANARILLO 

292,889 

a 

UUSF 

•TV 

TAMPA 

261,804 

FL 

VCEU 

■TV 

DAYTONA  BEACH 

262,100 

IN 

WFWA 

■TV 

FORT  WAYNE 

249,260 

KT 

WKYU 

■TV 

BOWLING  GREEN 

192,000 

CA 

KVCR- 

■TV 

SAN  BERNARD 10 

196.277 

IN 

WYIN- 

•TV 

HERRILLVILLE 

185,659 

SC 

WNSC' 

•TV 

ROCK  HILL 

172,345 

FL 

WSFP- 

■TV 

FT  MYERS 

15,718 

$       0  $331,562  $1,120,885 

12,716  331,035  758,245 

12,845  330,362  956,751 

12,772  329,428  747,992 

12,745  327,779  1,747,777 

12,732  327,456  785,866 

12,731  327,415  713,686 

12,888  323,721  813,291 

12,476  320,853  672,244 

11,847  317,986  804,178 

12,208  315,156  823,920 

11,049  303,938  1,089,036 

19,220  281,024  1,783,748 

0  262,100  1,134,805 

10,066  259,326  1,612,268 

7,757  199,757  752,396 

0  196,277  1,312,412 

0  185,659  569,950 

0  172,345  607,798 

7,701  23,419  1,430,125 


29.58X 

0 

$  0 

43.66 

5,413 

44 

34.53 

1,251 

41 

44.04 

299 

33 

18.75 

5,091 

32 

41.67 

1,190 

48 

45.88 

326 

15 

39.80 

1,301 

40 

47.73 

0 

0 

39.54 

269 

197 

38.25 

1,898 

44 

27.91 

1,351 

84 

15.75 

1,110 

67 

23.10 

0 

0 

16.08 

8,157 

46 

26.55 

0 

0 

14.96 

3,600 

51 

32.57 

2,750 

50 

28.36 

0 

0 

1.64 

8,229 

54 

SOURCE:  STATION  GRANTS  AND  CERTIFICATION 
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TOTAL  OPERATING  REVENUES  MB  SUBSCRIPTION  REVENUE  FOR  PUBLIC  RADIO  GRANTEES 
(RANKED  BY  TOTAL  CPB  SUPPORT) 
FISCAL  TEAR  1989 


ALL  OTHER     TOTAL  CPB     OPERATING     GRANTS  AS  A  X  OF       NUMBER  OF    AVERAGE  SUBSCRIBER 
CALL/LOCATION  CSC        CPB  SUPPORT     SUPPORT  REVENUE       OPERATING  REVENUE    SUBSCRIBERS  CONTRIBUTION 

TOP  20  RADIO  STATIONS: 


MM 

KSJN' 

FN  MINNEAPOLIS 

$940,983 
265,028 

$803,652 

$1,744,635 

$11,595,711 

15.05X 

36,174 

$46 

PA 

WHYY- 

•FN  PHILADELPHIA 

I'mi'ict 

25,000 

47 

MD 

WJHU- 

FN  BALTIMORE 

610,208 

1 0B '  US. 

i'noo'aAA 

49.52 

5,624 

46 

NY 

WNYC- 

FM  NEU  YORK 

550,398 

i  linni? 

17.36 

34,300 

36 

tL 

WBEZ- 

FN  CHICAGO 

Ha'ni7 

725   51 7 
717j2o 

18,500 

54 

AM  MADISON 

360  232 

3  205A10 
5  0«'5I* 

??*37 

0 

0 

r« 

KLON- 

FM  LONG  BEACH 

350050 

336  732 

6A7  601 

?3  50 

58 

r» 

KUSC- 

FM  LOS  ANGELES 

155  121 

1£3  2^2 

£77115 

2*71£  MD 

v'cla'-ns? 

22  32 

?2"?o 

2? 'inn 
3i  07? 

61 

m 

WERN- 

FM  MADISON 

Ztt'bqi 

27 

UY 

WNYC- 

AM  NEU  YORK 

I3n'ni3 

404  iTL. 

2  6A0  ISA 

I'??;' 12? 

1£  700 

36 

ul 

WBUR- 

FM  BOSTON 

111  A03 

478  435 

IB  IA 

20  003 

UU 

KNOW- 

AM  ST  PAUL 

110650 
in?  11? 

467  SO? 

103? 

0*707 

3277I 

iT 

r» 

KCRW- 

•FN  SANTA  MONICA 

296860 

398973 

9  035  10A 

1060 

A7 

UU 

UVPN- 

FN  CHARLESTON 

145 *421 

397*800 

1  782  761 

99  31 

4*840 

54 

CA 

KPBS- 

FN  SAN  DIEGO 

285 *540 

95*758 

3A1 *307 

1  881*500 

20  97 

16*632; 

56 

MA 

UGBH 

FN  BOSTON 

275  '  555 

1'073'noi 

I,  Sfi 

60 

wtcsu- 

FM  KENT 

?6n5AA 

07*637 

1 ' A21 ' 73? 

10*66 

0  370 

53 

r-n 

KCFR- 

FM  DENVER 

IftAOfVI 
266  202 

160173 

356  074 

1  004  25? 

i«7n 

13'lon 

27 

nr 

WETA- 

FM  WASHINGTON 

87  845 

2  549*790 

1380 

24  606 

56 

n* 

TU 

WPLN- 

FM  NASHVILLE 

' 

A7  15n 

' 

3£1  a2a 
' 

1306 

,08 

OTTO 

N  20  RADIO  STATIONS: 

UI 

WXPR- 

FM  RHINELANDER 

$52,969 

$18,229 

$71,198 

$202,825 

35.10X 

1,200 

$55 

NM 

KENU-FN  PORTALES 

51,138 

19,548 

70,686 

198,754 

35.56 

82 

12 

NV 

KCEP- 

FN  LAS  VEGAS 

50.934 

17,919 

68,853 

298,322 

23.08 

0 

0 

MA 

WICN- 

FN  WORCESTER 

51,194 

17,452 

68,646 

265,416 

25.86 

1,170 

54 

TX 

KANU- 

FM  COLLEGE  STAT 

50,845 

16,769 

67,614 

205,802 

32.85 

1,021 

53 

NM 

KTDB- 

FM  PINE  HILL 

51,565 

16,041 

67,606 

175,607 

38.50 

0 

0 

CO 

KUVO- 

FM  DENVER 

42,730 

24,482 

67,212 

361,071 

18.61 

1,500 

64 

ND 

KEYA- 

FM  BELCOURT 

48,245 

18,496 

66,741 

261,941 

25.48 

0 

0 

UT 

KPCW- 

FM  PARK  CITY 

46,922 

16,056 

62,978 

210,047 

29.98 

373 

83 

CA 

KBBF- 

FM  SANTA  ROSA 

47,273 

15,244 

62,517 

150,455 

41.55 

150 

26 

LA 

WRBH- 

FM  NEW  ORLEANS 

46,969 

15.310 

62,279 

381,415 

16.33 

2,308 

25 

IN 

WNIN- 

FM  EVANSVILLE 

60,027 

0 

60,027 

286,275 

20.97 

1,860 

70 

IA 

KBBG- 

FM  WATERLOO 

45,267 

14.243 

59,510 

161,256 

36.90 

392 

75 

IL 

UOCB- 

■FM  GLEN  ELLYN 

36,889 

19,604 

56,493 

364,469 

15.50 

189 

32 

GA 

WSVH- 

FM  SAVANNAH 

52,349 

0 

52,349 

343,834 

15.23 

0 

0 

IN 

UBAA- 

AM  WEST  LAFAYET 

50,551 

0 

50,551 

380,989 

13.27 

0 

0 

TN 

UUTC- 

FM  CHATTANOOGA 

35,601 

10,874 

46,475 

251,020 

18.51 

533 

176 

AK 

KCHU- 

AM  VALOEZ 

23,627 

17,349 

40,976 

361,979 

11.32 

520 

61 

KS 

KRPS- 

FM  PITTSBURG 

23,627 

7,520 

31,147 

380,349 

8.19 

0 

0 

GA 

WUGA- 

■FM  ATHENS 

23,627 

7,349 

30,976 

140,852 

21.99 

0 

0 

SOURCE:  STATION  GRANTS  AND  CERTIFICATION 
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Mr.  Natcher:    For  these  same  four  sets  of  stations,  provide  a 
percentage  breakdown  of  how  the  average  CSG  is  used. 

Mr.  Ledwig:     For  the  top  20  public  television  stations,  the 

percentage  breakdown  of  how  the  average  Community  Service  Grants 
is  used  is  as  follows: 


Programming 

61.10% 

Promotion 

15.62% 

Administration 

22.61% 

Capital 

0.68% 

For  the  bottom 

20  public  television  stations: 

Programming 

48.89% 

Promotion 

12.17% 

Administration 

27.05% 

Capital 

11.89% 

For  the  top  20 

public  radio  stations: 

Programming 

59.71% 

Distribution 

18.79% 

Administration 

19.20% 

Capital 

2.30% 

For  the  bottom 

20  public  radio  stations: 

Programming  44.95% 

Distribution  9.52% 

Adminstration  33.76% 

Capital  11.78% 
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FUNDING  FOR  OUTREACH  ALLIANCE 

Mr.  Natcher:    How  much  are  you  spending  in  1991  for  the  Outreach 
Alliance  and  how  are  these  funds  being  used? 

Mr.  Ledwig:      In  Fiscal  Year  (FY)  1991,  Corporation  for  Public 

Broadcasting's  (CPB)  Television  Program  Fund  will  spend  $1,125,000 
on  public  television  outreach  by  supporting  the  Public  Television 
Outreach  Alliance  (PTOA).    The  PTOA  consists  of  a  national 
coordinating  office  and  four  regional  offices. 

Each  year  since  1985,  the  PTOA  has  led  and  supported  local  public 
television  stations  in  creating  television  projects  with 
community  impact,  helping  those  stations  act  as  a  catalyst  for 
local  community  action.    These  annual  national  outreach  campaigns 
come  under  an  umbrella  theme.    In  FY  1991,  this  theme  is  "All 
Together  Now:  The  Year  of  the  Family,"  and  in  FY  1992,  the  theme 
will  be  "Elections." 

The  PTOA  pursues  its  outreach  objectives  each  year  in  two 
fundamental  ways:    by  financially  supporting  the  production  of  a 
high-quality  public  television  program  that  addresses  that  year's 
broad  outreach  theme,  and  by  developing  and  distributing  national 
outreach  and  promotional  materials  in  support  of  that  program  and 
other  related  programs.    The  program  produced  with  FY  1990  funds, 
"Cool  Moves"  was  distributed  by  Public  Broadcasting  Service  (PBS) 
to  stations  during  April  of  1991.    Other  programming  related  to 
the  theme  of  "All  Together  Now:  The  Year  of  the  Family"  included 
Bill  Moyers'  "All  Our  Children"  and,  coming  during  the  fall  of 
1991,  the  six-part  series  "Childhood"  and  the  three-part  series 
"Children  in  Poverty." 

PTOA's  development  and  distribution  of  supporting  materials 
result  in  community-based  activities  related  to  that  year's 
outreach  theme.    For  example,  PTOA  has  made  available  to  stations 
rules  and  guidelines  for  local  "storyboard"  contests  to  be  held  in 
local  high  schools.    In  these  contests,  students  design 
"storyboards"  (pictorial  representations  designed  to  be 
transformed  into  video)  addressing  the  theme  "I  Can  Change  the 
World,"  designed  focus  on  the  positive  achievements  of  teenagers. 
Winning  entries  are  made  into  local  public  service  announcements 
and  broadcast  on  the  local  public  television  station. 

MINORITY  PROGRAMMING  INITIATIVE 

Mr.  Natcher:    How  much  funding  are  you  committing  to  the  minority 
programming  initiative  and  how  are  these  funds  used? 

Mr.  Ledwig:     Minority,  or  multicultural,  programming  is  not 

restricted  to  any  one  area  of  the  Corporation's  TV  Program  Fund, 
but  is  a  priority  in  all  television  program  funding  decisions  and 
activities.    Within  this  overall  funding  activity,  however,  the  TV 
Program  Fund  has  designated  $3  million  of  its  FY  1991  programming 
funds  as  guaranteed  for  a  multicultural  program  initiative  in 
addition  to  normal  multicultural  efforts. 

This  $3  million  in  FY  1991  funds  will  be  used  in  two  fundamental 
ways.    First,  the  TV  Program  Fund  is  granting  $200,000  to  each  of 
five  multicultural  television  production  consortia,  total  of  $1 
million.    Second,  a  $2  million  solicitation  is  dedicated  to 
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multicultural  programming. 

The  consortia  consist  of  the  Native  American  Public  Broadcasting 
Consortium,  the  National  Black  Programming  Consortium,  the 
National  Latino  Communications  Center,  the  National  Asian  American 
Telecommunications  Association,  and  the  Pacific  Islander  task 
force.    Each  consortium  will  use  its  $200,000  grant  during  FY  1991 
to  solicit  programming  proposals  for  funding,  to  engage  in 
coproduction  with  other  public  television  producers,  and  to 
otherwise  make  discretionary  programming  grants.    (These  grants  to 
the  consortia  are  in  addition  to  $840,000  in  other  FY  1991  support 
money  that  the  Corporation  supplies  to  the  consortia  for  operating 
costs.) 

The  Multicultural  Solicitation  is  designed  to  grant  $2  million  to 
multicultural  public  television  programming.    The  TV  Program  Fund 
will  operate  this  solicitation  and  be  responsible  for  the  final 
funding  determinations.    Advising  the  Fund  will  be  the 
Multicultural  Programming  Board.    This  Board  is  a  grouping  of  17 
members  representing  public  television  station  professionals, 
minority  independent  producers,  community  activists,  and  media 
arts  representatives. 

STATUS  OF  EXISTING  AND  NEW  SATELLITES 

Mr.  Natcher:    When  will  the  existing  satellites  run  out  of  fuel  and 
when  will  the  new  satellites  become  operational? 

Mr.  Ledwig:     The  satellite  from  which  both  public  television  and 

public  radio  have  been  acquiring  transponder  service  (Westar  IV  by 
Hughes  Communications)  is  scheduled  to  run  out  of  maneuvering  fuel 
this  year.    Public  television  has  already  moved  its  transponder 
activity  onto  Spacenet  I  awaiting  the  launch  of  Tel  star  401  by 
AT&T  in  the  summer  of  1993.    Public  radio  will  move  off  that  same 
satellite  later  this  summer  and  will  use  interim  service  from 
Westar  VI  while  awaiting  the  launch  of  Galaxy  VI,  a  new  Hughes 
Communication  satellite,  that  will  provide  its  permanent  service 
in  1993. 

STATUS  OF  SATELLITE  REPLACEMENT 

Mr.  Natcher:    Briefly  describe  the  satellite  replacement  budget  and 
equipment  installation  by  year. 

Mr.  Ledwig:     The  current  budgets  and  timelines  for  both  the 
television  and  radio  satellite  replacement  programs  being 
supervised  by  the  Public  Broadcasting  Service  (PBS)  and  National 
Public  Radio  (NPR),  respectively  follow.    These  documents  are  part 
of  the  reporting  requirements  placed  on  both  PBS  and  NPR  by  the 
terms  of  contracts  that  CPB  has  negotiated  with  both  parties. 

In  summary,  both  public  television  (via  PBS)  and  public  radio  (via 
NPR)  have  entered  into  contracts  with  companies  that  will  provide 
new  satellite  services  from  the  year  1993  to  2005. 

Through  a  contract  with  Hughes  Communications,  NPR  has  purchased 
two  C-Band  transponders  on  a  new  satellite  that  Hughes  will  launch 
in  1993.    In  the  interim,  NPR,  in  consultation  with  all  eligible 
interconnection  public  radio  entities,  will  design,  purchase,  and 
install  new  or  refurbished  ground  equipment  and  support  hardware 
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necessary  to  effectively  extend  the  public  radio  interconnection 
system  through  to  the  year  2005. 

The  total  budget  for  public  radio's  second  generation  satellite 
system  is  $54  million  over  the  life  of  the  project.    Space  costs, 
including  transponder  leases  and  purchases,  insurance  and  the 
satellite  operating  support  system  which  manages  the  transponder 
capacity,  account  for  $30.26  million  (56%)  of  that  total.  Ground 
equipment  for  stations  and  national  facilities,  plus  limited 
construction  costs,  amount  to  $20.13  million  (37%).  Project 
administration  costs,  including  prime  contractor  expenses  for  some 
major  components  as  well  as  temporary  project  staff  and  expenses, 
are  budgeted  at  $3.6  million  (7%)  over  the  life  of  the  project. 

The  activities  supported  by  the  satellite  funding  began  in 
FY  1990,  with  the  negotiation  of  contracts  for  leasing  and 
purchasing  transponder  capacity  for  the  period  1991  until  2005. 
FY  1991  activities  have  included:    Design  of  the  major  new 
operating  system  needed  to  replace  obsolete  equipment  and 
software;  construction  projects  to  bring  existing  uplink 
facilities  into  compliance  with  revised  FCC  regulations;  and 
review  of  new  technological  advances  in  program  acquisition 
equipment  to  determine  the  best  equipment  options  for  the  public 
radio  system.    In  FY  1992,  equipment  will  be  purchased  to  give 
each  public  radio  station  improved  capabilities  to  receive 
satellite  delivered  programming,  to  more  easily  integrate  that 
programming  into  their  local  schedules,  and  to  utilize  new 
technologies  where  appropriate.    In  FY  1993,  public  radio  hopes  to 
be  able  to  support  the  construction  of  additional  receiving  and 
transmitting  antennas  at  stations  without  such  facilities  at 
present.    This  will  enhance  the  overall  public  radio  effort  to 
expand  services  to  unserved  and  underserved  audiences.    It  will 
make  possible  greater  diversity  in  the  sources  of  programs 
upl inked  to  the  public  radio  satellite  transponders.    The  major 
equipment  deliveries  to  stations  which  will  begin  in  FY  1992  will 
be  completed  with  FY  1993  funding  and  will  result  in  a  robust  and 
enhanced  system  to  support  public  radio's  programming  efforts  into 
the  next  century. 

Under  terms  of  a  comparable  agreement  between  PBS  and  AT&T,  public 
television  stations  have  purchased  a  total  of  six  transponders  on 
an  AT&T  satellite  to  be  launched  in  1993.    Five  of  these 
transponders  will  be  Ku-Band  while  one  will  remain  a  C-Band.  Like 
NPR,  PBS  is  designing,  bidding  and  arranging  for  the  installation 
of  all  necessary  ground  based  hardware.    This  will  include  new 
Ku-Band  facilities  and  refurbished  C-Band  equipment  at  all 
interconnected  stations.    Stations  will  also  receive  hardware  that 
will  allow  them  to  exploit  the  interactive  capabilities  of  the  new 
Ku-Band  environment.    However,  full  exploitation  of  this  capacity 
must  await  further  expenditures  not  now  included  in  the  project 
budget. 

In  addition,  both  projects  include  funds  needed  to  refurbish  and 
expand  uplink  facilities  for  both  systems. 
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Mr.  Natcher:    What  are  the  final  satellite  replacement  costs  for  radio 
and  television,  and  how  will  the  Federal  funding  be  allocated 
between  them? 

Mr.  Ledwig:     At  the  present  time,  both  the  Public  Broadcasting 

Service  (PBS)  and  National  Public  Radio  (NPR)  are  in  the  midst  of 
negotiations  with  vendors  of  ground  segment  hardware  components, 
the  outcome  of  which  will  go  far  toward  determining  the  actual 
final  project  costs.    Because  the  negotiations  are  not  completed, 
the  estimated  costs  of  the  radio  project  ($54  million)  and  the 
television  project  ($168  million)  have  not  been  revised.    Both  NPR 
and  PBS  are  committed  to  completing  their  projects  at  the  lowest 
costs  possible  consistent  with  market  conditions,  technological 
demands  on  the  new  systems,  and  the  need  to  assure  the  highest 
quality  system  over  the  projected  12  year  useful  life  of  the  new 
services. 

With  the  agreement  of  the  Corporation,  PBS  and  NPR  have  agreed  to 
allocate  all  federal  funds  according  to  a  3:1  ratio  with  3/4  of 
the  federal  appropriation  going  to  the  television  system  and  1/4 
going  to  the  radio  system.    This  ratio  is  roughly  equal  to  the 
cost  differences  between  the  two  systems. 

As  noted  above,  although  the  present  project  budget  for  the 
television  project  remains  at  approximately  $168  million,  PBS  is 
pledged  to  bring  those  costs  down  more  in  line  with  Federal 
funding  levels  through  contract  negotiations.    As  the  project 
proceeds,  final  costs  will  be  provided  to  the  Congress  by  PBS  as 


part  of  its  semi-annual  reporting  requirement. 
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TOTAL  RADIO  PROJECT  BUDGET  

REALIGNMENT  1/18/91 

RADIO  SYSTEM  COST  ELEMENTS 

(Dollar  Amo 

unts  in  Thousands) 

FY  1990 
COSTS 

FY  1991 
COSTS 

FY  1992 
COSTS 

FY  1993 
COSTS 

TOTAL 
BUDGET 

SPACE  COSTS  -    TOTAL:  330.261.000 

$219 

$8,902 

$9,520 

$8,286 

$26,927 

Transponders  and  Insurance 
Lease  and  purchase  of  two  transponders, 
plus  insurance  and  financing. 
System  life:  1991-2005 

Satellite  Operating  Support  System 
System  for  transponder  traffic  control, 
scheduling,  data  communications  and 
automatic  local  recording.  Replaces 
obsolete  hardware  and  software. 

S26 

$933 

$2,330 

$45 

$3,334 

GROUND  COSTS  -  TOTAL:  $20,132,000 

$992 

$8,574 

$2,237 

$11,803 

Downlink  Equipment  at  Stations 
Refurbishment  and  enhancement  of 
local  receive-only  terminals.  Will  expand 
service  to  previously  unserved  areas  and 
improve  efficiency  of  existing  equipment. 

Network  Technical  Control 
Main  Origination  Technical  Center  upgrade 
to  handle  two  transponder  operation  and 
expanded  public  radio  services. 

$858 

$788 

$210 

$1,856 

Uplink  Modifications 
For  compliance  with  new  FCC  rules  for 
uplinks,  12  of  the  22  public  radio  uplinks 
will  require  new  antennas.  All  uplinks 
must  be  equipped  for  two  transponder 
operation  and  addional  facilities  will 
improve  access  to  satellite  for  producers. 

$668 

$1,121 

$2,054 

$3,843 

New  Technology  &  Test  Equipment 
Digital  technology  for  public  radio  will  be 
vital  to  keeping  up  with  rapid  industry 
ch3riQ9  ds  smphssizsd  by  ConQrsss 

$2,630 

$2,630 

PROJECT  ADMIN.  •  TOTAL:  $3,627,000 

$404 

$1,023 

$1,400 

$800 

$3,627 

Prime  Contractor  for  some  installation 
projects,  along  with  temporary  project 
staff  and  related  expenses. 

GRAND  TOTAL  $54,020,000 

$649 

$13,376 

$23,733 

$16,262 

$54,020 
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ANNUAL  OPERATING  COSTS  FOR  RADIO  AND  TV 
INTERCONNECTION  SYSTEMS 

Mr.  Natcher:    What  are  the  projected  annual  operating  costs  for  the 
radio  and  television  interconnection  systems  and  how  much  is 
Federally  funded? 

Mr.  Ledwig:     Radio--The  annual  operating  costs  of  the  public  radio 
satellite  interconnection  system  are  approximately  $7  million  and 
are  fully  covered  by  station  and  producer  payments  and  receive  no 
direct  Federal  funding. 

Television—The  current  operating  costs  for  public  television's 
four-transponder  satellite  interconnection  system  are 
approximately  $9,836  million  per  year.    Of  that  amount,  50%  is 
funded  by  the  Corporation  for  Public  Broadcasting  with  Federal 
appropriations. 

SATELLITE  CAPACITY 

Mr.  Natcher:    Provide  a  table  which  shows  satellite  capacity  and  use 
projections  for  the  life  of  the  satellites  in  terms  of  transponder 
hours  for  radio  and  TV.    Include  number  of  transponders.  Also 
include  current  satellite  capacity  for  comparison. 

Mr.  Ledwig:     Radio  (tables  attached) --Publ ic  radio  does  not  breakdown 
the  use  of  its  transponder  capacity  in  terms  of  hours  because 
there  can  be  50  or  more  individual  channels  of  programming 
transmitted  over  a  single  transponder  at  any  given  time.  The 
measure  of  capacity  most  often  used  by  public  radio  is  the 
available  transponder  power.    Each  programming  channel  takes  a 
certain  amount  of  transponder  power,  so  each  channel  reserved  by  a 
user  takes  a  certain  percentage  of  available  transponder  power. 
The  first  chart  shows  current  and  recent  historical  usage  of  the 
single  transponder  owned  by  public  radio.    Although  there  have 
been  variations  in  the  usage  levels,  the  overall  trend  has  been 
increasing  use.    In  1988,  National  Public  Radio  (NPR)  contracted 
with  the  consulting  arm  of  Touche  Ross  to  review  usage  trends  and 
produce  estimates  of  future  requirements.    The  second  chart 
illustrates  their  finding  that  a  single  transponder  (1300  watts) 
would  be  filled  between  1990  and  1995. 

Expansion  of  public  radio  satellite  services  will  take  place 
through  long-term  growth,  and  the  only  way  to  assure  the  public 
radio  will  have  the  capacity  it  needs  by  the  year  2000  was  to 
purchase  the  capacity  when  it  was  first  made  available  by  the 
satellite  operating  company.    The  C-Band  transponder  capacity  on 
public  radio's  future  satellite  Galaxy  IV  was  already  more  than 
half  occupied  when  NPR  signed  its  contract  in  February  1990,  and 
that  capacity  will  not  even  be  in  use  until  1993.    If  public  radio 
waited  to  acquire  additional  capacity,  the  capacity  would  have  to 
be  on  another  satellite  which  would  require  the  complete 
duplication  of  ground  hardware  at  a  cost  much  higher  than  the 
current  project  budget. 

Television—The  public  television  satellite  interconnection  system 
is  used  primarily  to  distribute  programming  and  related  materials 
to  approximately  341  public  television  stations  located  throughout 
the  48  contiguous  states,  Hawaii,  Alaska,  Puerto  Rico,  and  the 
U.S.  Virgin  Islands.    The  programming  distributed  over  the  system 
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is  supplied  by  public  television  entities  (including  the  Public 
Broadcasting  Service  (PBS),  regional  public  television  networks, 
state  networks,  individual  public  television  stations  and  others) 
and  by  independent  producers  and  distributors. 

Public  television's  initial  objective  in  acquiring  a  replacement 
satellite  interconnection  system  was  to  secure  clearly  identified 
transponder  capacity  for  its  projected  needs,  recognizing  the 
timing  difficulties  in  matching  capacity  with  needs.    The  initial 
forecast  of  future  transponder  capacity  needs  (shown  below)  was  a 
conservative  estimate;  it  did  not  include  any  hours  for  the  new 
professional  development  service  for  teachers,  school 
administrators,  and  other  school  personnel  that  PBS  is  developing 
with  national  education  organizations  and  leading  educators.  This 
service  may  require  as  many  as  3,000  hours  of  transponder  time  in 
the  mid  1990's  and  6,000  transponder  hours  by  the  year  2000. 

In  addition,  a  number  of  public  television  entities  are  currently 
providing  specialized,  educational  services  to  their  local 
communities  and  are  using  purchased,  "occasional"  transponder 
capacity  on  a  number  of  different  satellites.    PBS  is  making 
efforts  to  meet  these  additional  capacity  requirements  as  well, 
through  the  incorporation  of  new  technologies  (digital  video 
compression)  to  expand  further  the  transponder  capacity  of  the 
replacement  system.    Using  these  technologies,  PBS  anticipates 
expanding  its  six-transponder  replacement  system  to  twelve  video 
channels  (including  data),  of  which  eight  channels  will  be 
dedicated  to  educational  programming. 


TRANSPONDER  UTILIZATION 
(Hours  Per  Year) 


1988 

1991-1995 

1995-2000 

National  Program  Service 

10,432 

10,432 

10,432 

Regional  and  Other 

7,235 

9,715 

9,715 

Adult  Learning  Service 

400 

700 

700 

Adult  Learning  Satellite  Service 

0 

2,000 

3,000 

Elementary/Secondary  Service 

0 

2,200 

4,500 

The  Business  Channel  * 

720 

1,000 

1,300 

Total  Hours 

18,787 

26,047 

29,647 

Number  of  Transponders  at 

Current  Utilization 

3.25 

4.51 

5.13 

Number  of  Transponders  Required 

4 

5 

6 

*  Previously  known  as  The  National  Narrowcast  Service. 
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Mr.  Natcher:    Will  there  be  excess  capacity,  and  if  so,  what  are  the 
expected  revenues  from  leasing  excess  capacity? 

Mr.  Ledwig:     Radio—Early  in  the  second  generation  system,  there  will 
likely  be  transponder  capacity  not  used  by  public  radio  services. 
The  growth  in  public  radio  use  will  extend  throughout  the  life  of 
the  system,  so  some  spare  capacity  is  needed  at  the  beginning  to 
accommodate  requirements  by  the  end  of  the  second  generation.  All 
revenues  derived  from  leasing  excess  capacity  have  been  used  in 
the  past  and  will  be  used  in  the  future  to  defray  operating  costs 
of  the  system.    If  history  is  any  guide,  approximately  $2  million 
may  be  gained  by  sharing  the  capacity  with  non-public  radio  users 
in  each  of  the  early  years.    That  will  help  to  off-set  the  $7  to 
$8  million  annual  cost  to  operate  the  system  for  the  benefit  of 
public  radio  stations  and  producers.    The  remaining  $5  or  $6 
million  of  system  operating  costs  are  paid  for  by  public  radio 
users.    As  more  public  radio  users  come  into  the  system,  there 
will  be  less  capacity  to  share  with  others,  but  a  doubling  of 
capacity  will  not  mean  a  doubling  of  the  revenues  from  non-public 
radio  users.    Portions  of  the  new  capacity  will  be  used 
immediately  by  expansion  of  public  radio  services. 

Television—As  noted  previously,  the  Public  Broadcasting  Service 
(PBS)  is  working  to  expand  the  utilization  capacity  of  the 
six-transponder  system  further  to  meet  more  recently  identified, 
increased  needs  of  the  system.    However,  because  much  of  the 
additional  capacity  will  require  transponder  usage  during 
in-school  hours,  some  unused  capacity  may  be  available,  such  as 
during  weekends  and  school  vacations.    In  this  event,  public 
television  would  market  the  excess  capacity  at  "then  current" 
rates  and  would  use  the  net  revenues  to  reduce  the  operating  costs 
of  the  satellite  interconnection  system,  as  is  its  current 
practice. 

USAGE  OF  SATELLITE  FOR  INSTRUCTIONAL  PROGRAMMING 

Mr.  Natcher:    How  much  satellite  time  will  be  dedicated  to 
instructional  programming  for  schools? 

Mr.  Ledwig:     Radio—Most  of  the  programming  transmitted  over  the 
public  radio  satellite  system  is  not  specifically  targeted  for 
schools,  although  many  stations  which  receive  the  programs  have 
outreach  programs  which  include  school  systems.    The  end  users  of 
most  public  radio  satellite  transmissions  are  stations  in 
communities  all  across  the  country. 

In  the  past  twenty  years,  public  radio  stations  have  become  more 
than  broadcast  signals.    Through  local  public  affairs  and  outreach 
programming,  public  radio  stations  increase  awareness  of 
significant  local  issues,  provide  a  forum  for  discussion  of  those 
issues,  and  encourage  the  development  of  possible  solutions. 
Several  examples  include: 

In  Bowling  Green,  Kentucky,  WKYU-FM  produced  a  13-week 
series  of  programs  called  "New  Ideas  in  Education"  which 
focused  on  the  state's  education  reform  legislation;  the 
series  was  distributed  to  other  Kentucky  public  radio 
stations. 
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WSKG-FM  in  Binghamton,  New  York  sends  a  monthly  newsletter 
to  more  than  11,000  educators  highlighting  programming  of 
interest  to  area  teachers,  along  with  suggestions  on  how  the 
programs  can  be  utilized;  the  station's  programming  is  also 
listed  on  "Curriculum  Connection,"  an  on-line  computer 
source  for  all  area  schools. 

In  Utah,  KUER-FM  in  Salt  Lake  City  works  with  the  state 
Office  of  Education  to  produce  a  weekly  radio  program 
designed  to  introduce  elementary  students  to  classical 
music;  the  state  was  forced  to  drop  music  education  in  many 
schools  due  to  budget  cutbacks.    The  program  has  been  well 
received  by  students,  teachers,  and  parents,  and  a  companion 
study  guide  is  now  being  prepared. 

At  KLRE/KUAR-FM  in  Little  Rock,  Arkansas,  students  from 
gifted  and  talented  programs  in  each  of  the  school 
district's  high  schools  participate  in  a  six-week  workshop 
to  learn  about  radio  broadcasting.    The  students  write, 
edit,  and  produce  their  own  stories  drawn  from  current 
events,  and  participate  in  the  broadcast  of  their  material. 
KDAQ-FM  in  Shreveport,  Louisiana;  KQED-FM  in  San  Francisco, 
California;  and  KSMU-FM  in  Springfield,  Missouri,  have 
similar  programs  in  place  at  their  stations. 

Television—As  noted  above,  we  anticipate  a  minimum  of  two 
transponders  (providing  eight  programming  channels)  will  be  fully 
dedicated  to  educational  services. 


NEW  SATELLITE  SERVICES 

Mr.  Natcher:    What  services  will  be  made  available  by  the  new 
satellite  that  are  not  currently  available?    How  will  the 
satellite  be  superior  to  that  envisioned  three  years  ago  when 
authorization  was  enacted? 

Mr.  Ledwig:     Radio—The  new  satellite  capacity  will  provide  several 
very  important  features  to  public  radio.    It  will:    (1)  allow 
public  radio  to  take  care  of  current  needs  which  are  not 
adequately  served;  (2)  make  available  additional  capacity  for 
specialized  programming  streams  for  unserved  and  underserved 
audiences  and  (3)  permit  an  orderly  transition  to  new  technologies 
for  the  public  radio  system  early  in  the  life  of  the  new  system. 
The  number  of  system  users  is  growing  faster  now  than  at  any  time 
in  its  history.    Public  radio's  general  emphasis  on  expansion 
indicates  that  growth  will  continue  for  the  foreseeable  future. 

The  future  to  be  served  by  the  transponders  acquired  with  the 
Federal  funds  stretches  farther  than  was  expected  when  the 
authorization  was  enacted.    The  first  planning  activities  assumed 
that  the  next  generation  of  satellites  would  have  approximately  a 
ten-year  lifetime.    That  would  have  taken  the  system  to  the  end  of 
this  century.    However,  by  the  time  public  radio  negotiated  actual 
contracts  for  space  capacity,  the  satellite  operators  were 
offering  plans  for  replacement  of  their  satellites  which  allowed 
public  radio  to  obtain  services  stretching  to  2005  (15  years)  for 
approximately  the  same  cost  that  had  been  expected  for  a  ten-year 
period. 
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Television  — Pub! ic  television  is  fortunate  in  being  required  to 
replace  its  satellite  interconnection  system  at  a  time  when 
technological  advancements  in  satellite  distribution  are 
progressing  at  a  rapid  pace.    When  Congress  enacted  the 
authorizing  legislation  three  years  ago,  the  project  plans 
included  sufficient  flexibility  to  integrate  emerging  new 
technologies  into  the  replacement  system.    Those  new  technologies 
include:    digital  television  transmission,  video  compression 
techniques  to  achieve  multiple  program  feeds,  interactive  audio, 
data  and  video,  and  advanced  or  high  definition  television  —  all  of 
which  have  critical  applications  in  the  educational  field. 

Public  television  positioned  itself  to  take  maximum  advantage  of 
these  new  capabilities  when  it  selected  a  transponder 
configuration  that  included  five  higher  power,  wider  bandwidth 
Ku-Band  (rather  than  C-Band)  transponders.    The  use  of  Ku-Band 
technology  will  allow  easy,  direct  access  by  schools  as  well  as 
public  television  stations,  both  to  and  from  the  satellite,  from 
any  location  in  the  nation.    In  addition,  Ku-Band  technology 
allows  the  incorporation  of  two-way,  interactive  television  into 
the  satellite  system. 

The  Tel  star  401  satellite  is  one  of  the  "new  generation" 
satellites,  which  will  provide  twelve  years  of  service  (rather 
than  ten  years)  because  of  advancements  made  in  satellite 
station-keeping  techniques.    Therefore,  public  television  will 
benefit  from  an  additional  two  years  of  service. 

STATELLITE  REPLACEMENT  AND  STATION  COSTS 

Mr.  Natcher:    Will  the  use  of  the  new  satellite  lower  station  costs  in 
any  way? 

Mr.  Ledwig:     Radio—The  benefits  to  public  radio  from  the  Federal 
Satellite  Fund  go  beyond  just  the  new  transponder  capacity.  The 
full  funding  of  the  satellite  project  has  brought  tremendous 
long-term  benefits  to  all  users  of  the  system.    The  replacement  of 
system  ground  hardware  with  new,  more  modern  equipment  should 
produce  lower  annual  maintenance  costs,  particularly  during 
warranty  periods  over  the  next  several  years.    The  ability  to 
support  additional  users  will  mean  that  the  basic  operating  costs 
of  the  system  will  be  spread  among  a  larger  universe,  driving  the 
cost-per-user  down  or  preventing  any  significant  increases  per 
user,  even  as  inflation  and  expansion  may  slowly  increase  the 
total  cost  of  operations. 

Television—When  public  television  transfers  to  Tel  star  401,  it 
will  expand  its  current  transponder  system  that  distributes  four 
video  channels  to  twelve  channels  of  video,  along  with  interactive 
data.    With  this  expansion  in  the  number  of  program  channels  that 
will  be  managed  by  public  television,  operating  costs  are  likely 
to  increase,  though  not  in  direct  proportion  with  the  increase  in 
capacity.    The  incorporation  of  video  compression  technology  into 
the  replacement  system  promises  to  make  possible  the  distribution 
of  eight  or  more  educational  programming  channels,  thus  expanding 
the  number  of  program  feeds  provided  by  the  interconnection 
system.    Any  such  expansion  in  programming  feeds  will  far  outweigh 
any  increase  in  operating  costs,  resulting  in  a  lower  per  unit 
operating  cost  (on  a  "per  program"  or  "per  programming  feed" 
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basis).    In  addition,  the  planned  VSAT  system  that  will  augment 
current  interactive,  distance-learning  activities  will  reduce 
present  station  costs  associated  with  operating  the  current 
delivery  systems. 

PUBLIC  BROADCASTING  STATIONS 

Mr.  Natcher:    Provide  a  table  which  shows  the  number  of  radio  and  TV 
stations,  audience  size,  total  cost  per  viewer  or  listener,  and 
CPB  appropriation  per  viewer  or  listener  for  the  period  1970-1990, 
at  five  year  intervals. 

Mr.  Ledwig:     The  following  tables  provide  the  data  requested: 
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NATIONAL  PROGRAMMING  PLAN 

Mr.  Natcher:    As  you  know,  you  have  contributed  $22.52  million  of  the 
total  $100  million  available  to  the  Public  Broadcasting  Service's 
new  national  programming  fund.    When  will  you  evaluate  whether  the 
programming  complies  with  your  needs  assessment? 

Mr.  Ledwig:      In  response  to  a  directive  contained  in  the  Public 
Telecommunications  Act  of  1988,  the  Corporation  for  Public 
Broadcasting  (CPB)  submitted  to  Congress  on  January  30,  1990, 
"Meeting  the  Mission  in  a  Changing  Environment:    A  Comprehensive 
CPB  Plan  for  Public  Television's  National  Program  Financing  in  the 
1990s."    In  early  1991,  CPB  and  the  Public  Broadcasting  Service 
(PBS)  formalized  the  plan  described  in  "Meeting  the  Mission"  in  a 
contract  between  the  two  organizations.    In  addition  to  providing 
CPB  funds  to  PBS,  this  contract  calls  for  CPB  to  annually  draft  a 
Statement  of  Programming  Objectives  (SPO)  based  on  a  needs 
assessment  of  the  American  public.    Based  on  this  SPO,  the  PBS 
Chief  Programming  Executive  (CPE)  annually  shapes  a  Program  Plan. 
This  plan  then  guides  the  CPE  in  financing  a  schedule  of  programs 
that  respond  to  the  needs  and  objectives  identified  in  the  latest 
SPO. 

The  initial  term  of  CPB/PBS  contract  calls  for  $22.52  million  of 
CPB's  national  television  programming  funds  to  be  put  under  the 
control  of  the  PBS  CPE  for  each  of  three  fiscal  years:    FY  1990, 
FY  1991,  and  FY  1992.    However,  extension  of  the  contract  for  each 
of  these  fiscal  years  is  not  automatic,  but  is  based  primarily  on 
the  results  of  a  CPB  evaluation  process  described  in  the  contract. 

According  a  schedule  given  in  the  contract,  CPB's  evaluation 
process  is  due  to  be  completed  by  September  30  of  each  fiscal  year 
during  the  term  of  the  agreement.    Based  on  the  results  of  this 
evaluation,  CPB  may  decide  to  either:    1)  extend  the  contract  for 
one  additional  year;  2)  terminate  the  contract  with  two  year's 
notice  to  PBS;  or,  3)  extend  the  contract,  but  withhold  a  limited 
amount  of  funds  during  the  extended  term. 

In  evaluating  the  CPB/PBS  contract,  CPB  will  ask  four  basic 
questions: 

1.  Is  the  Funding  Allocation  Plan,  as  implemented  in  the 
contract,  effective  in  meeting  the  objectives  of  the  Public 
Telecommunications  Act?    If  not,  is  it  capable  of  achieving 
effectiveness? 

2.  Is  the  most  recent  PBS  Program  Plan  consistent  with  the  most 
recent  CPB  Statement  of  Programming  Objectives? 

3.  Does  the  most  recent  PBS  National  Program  Service  schedule  of 
programs  meet  the  needs  and  objectives  identified  in  the  CPB 
Statement  of  Programming  Objectives? 

4.  Has  PBS's  overall  performance  under  the  terms  of  the  contract 
been  otherwise  satisfactory? 

In  addition  to  the  above  questions  that  are  suggested  in  the 
contract,  CPB  believes  it  important  to  include  in  the  evaluation 
the  criteria  that  it  used  in  formulating  the  CPB  plan.  These 
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criteria  were  identified  during  a  survey  of  public  television 
professionals  and  a  financial  analysis  of  national  programming. 
Specifically,  the  evaluation  will  ask  if  the  implementation  of  the 
plan  has  adequately  addressed: 

1.  National  public  television  programming  on  a  systemwide  basis; 

2.  A  systemwide  perception  of  a  lack  of  funds  identified  in 
CPB's  survey; 

3.  A  perceived  lack  of  coordination  and  planning  at  the  national 
level;  and, 

4.  The  need  to  increase  public  television's  ability  to  assume  a 
controlling  share  of  financing  for  programs. 

In  order  to  answer  these  questions,  CPB  will  consider  information 
that  PBS  provides  through  various  reports  required  by  the 
contract.    These  include  narrative  and  financial  reports  on 
program  funding  decisions  made  by  the  CPE,  and  other  regular 
reports.    The  PBS  National  Program  Policy  Committee  evaluations  of 
the  PBS  Program  Plan  and  the  national  program  schedule  (NPS)  will 
also  be  considered. 

CPB  will  draw  on  the  results  of  its  annual  review  of  national 
public  television  programming  done  as  part  of  the  needs  assessment 
process.    CPB  will  also  consider  more  discrete  measures,  such  as 
whether  station  and  PBS  funds  have  increased  proportionately  with 
CPB  funds,  and  whether  other  contract  obligations  such  as  those 
for  closed  captioning  and  CPB-funding  credit  have  been  adequately 
met. 

Because  one  of  CPB's  criteria  in  developing  its  Plan  was 
addressing  national  public  television  program  financing  on  a 
systemwide  basis,  CPB  believes  it  is  important  to  widen  its 
sources  of  information  used  in  its  evaluation.    To  do  this,  CPB 
plans,  beginning  with  the  FY  1992  evaluation,  to  include  a  census 
of  public  television  station  general  and  program  managers,  and  a 
sample  of  independent  and  station  producers.    The  intent  will  be 
to  examine  whether  and  how,  from  their  perspectives,  public 
television  program  financing  has  changed  as  a  result  of  the  Plan's 
implementation.    This  will  build  on  the  survey  work  commissioned 
by  CPB  during  its  formation  of  the  Plan,  and  described  in  "Meeting 
the  Mission." 

The  schedule  for  each  year's  evaluation  calls  for  CPB  and  PBS  to 
begin  discussions  of  the  preliminary  results  of  the  evaluation  by 
July  1  of  each  fiscal  year.    The  evaluation  is  due  to  be  completed 
by  August  30  of  each  fiscal  year,  with  the  goal  of  executing  a 
renewed  agreement,  if  warranted,  by  September  30  of  each  fiscal 
year. 

The  FY  1991  evaluation  will  concentrate  on  inquiring  into  the 
specific  implementation  of  the  elements  of  the  plan  as  they  are 
contained  in  the  contract.    These  specialized  components  include, 
but  are  not  limited  to: 

1.  Have  the  PBS  member  stations  transferred  authority  to  PBS  to 
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expend  Station  Program  Cooperative  (SPC)  and  non-SPC  funds? 

2.  Has  PBS  developed  a  Program  Plan  based  on  the  results  of  the 
needs  assessment  as  embodied  in  the  CPB  Statement  of 
Programming  Objectives?    Because  most  funding  commitments  for 
FY  1991  and  FY  1992  were  made  prior  to  the  availability  of 
the  first  CPB  SPO,  commitments  may  not  be  consistent  with  the 
SPO.    However,  commitments  made  after  receipt  of  this  first 
SPO  will  take  the  SPO  into  account  to  the  extent  reasonable. 

3.  Has  PBS  complied  with  its  reporting  requirements  under  the 
contract?   These  reports  include: 

A.  Written  narrative  reports  on  NPS  programs  selected. 
Interim  reports  will  be  restricted  to  NPS  programs  that 
receive  $100,000  or  more  of  funding. 

B.  Quarterly  financial  reports  on  NPS  programs  funded. 
Interim  reports  will  be  restricted  to  NPS  programs  that 
receive  $100,000  or  more  of  funding. 

C.  The  availability  of  records  of  interest  earned  on  CPB 
funds. 

D.  Ancillary  income  from  NPS  programs  received  by  PBS  or 
reported  to  PBS  by  producers  during  the  previous  fiscal 
year. 

The  FY  1992  evaluation  will  build  on  this  foundation,  allowing  for 
a  more  comprehensive  analysis  of  the  information  sources  described 
in  the  previous  section,  as  well  as  a  census  of  public  television 
stations  and  a  survey  of  station  and  independent  producers. 

CPB  ADMINISTRATIVE  COSTS 

Mr.  Natcher:    Provide  a  ten-year  table  on  CPB's  administrative  costs 
which  includes  percentage  of  total  appropriations  for  each  year. 


Mr.  Ledwig:     A  table  showing  the  Corporation's  total  appropriation 
and  total  operating  costs  per  year  as  a  percentage  of  total 
appropriations  follows: 
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CPB  Administrative  Costs  as  Percent 
of  Annual  Federal  Appropriation  1969-Present  [1] 


CPB  Admin.  Budget 
Federal       Expenses        %  of  Total 
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4.5% 
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[1]  Includes  CPB's  direct  programming  costs  as  well  as  general  and 

administrative  costs 
[2]  excludes  amounts  transferred  to  the  Independent  Television 

Service 

Source:  Office  of  Budget  and  Administration   May  6, 1991 
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Mr.  Natcher:    What  have  been  the  significant  administrative  cost 

increases  which  will  require  you  to  raise  your  administrative  cap 
from  4.6  percent  to  5  percent  in  1994? 

Mr.  Ledwig:     The  Corporation  for  Public  Broadcasting's  (CPB)  request 
is  not  based  on  specific  cost  increases.    Rather,  the  request  is 
made  to  allow  CPB  to  meet  costs  not  covered  by  the  formula  and  to 
enable  CPB  to  manage  new  legislative  directives.    In  1989-1990, 
the  General  Accounting  Office  reviewed  our  general  operations  and 
concluded  that  our  expenditures  for  administrative  costs  were 
proper  and  our  definition  of  what  costs  were  to  be  financed  by 
administrative  funds  and  which  by  program  funds  was  reasonable  and 
appropriate  given  current  legislative  language. 

Consequently,  CPB  is  asking  Congress  to  give  us  more  flexibility 
to  allow  us  to  allocate  available  operating  resources  in  a  manner 
that  is  most  operationally  efficient.    As  we  become  more  involved 
with  long-range  strategic  planning,  audience  and  program  research, 
and  other  activities  most  efficiently  coordinated  at  the  national 
level,  CPB  needs  that  flexibility.    Such  actions  are  quite 
difficult  now  with  fixed  funding  levels  and  arbitrary  spending 
categories. 

Additionally,  it  is  important  to  note  that  CPB  is  now  fully 
absorbing  the  costs  of  the  Congressional ly  mandated  Inspector 
General  Amendments  Act,  certain  independent  television  service 
costs,  and  other  similar  requirements  that  were  not  taken  into 
consideration  when  the  current  legislative  language  was  adopted. 

In  summary,  our  record  of  spending  for  direct  cost  activities 
(program  selection,  grants  management  and  similar  activities)  and 
CPB's  general  and  administrative  costs  are  well  below  acceptable 
bounds  for  an  appropriation  of  our  size  (4-5  percent)  compared 
with  approximately  12  percent  at  the  National  Endowments  for  the 
Arts  and  the  Humanities. 

CPB  STAFF 

Mr.  Natcher:    Provide  a  copy  of  the  1989,  1990,  and  1991  staffing 
plan.    Include  the  Corporation's  average  salary  for  each  year. 

Mr.  Ledwig:     The  following  table  reflects  the  Corporation's  fiscal 
year  staffing  plans  for  FY  19989,  1990,  and  the  current  year.  The 
table  includes  all  authorized  CPB  positions  for  those  years. 
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CORPORATION  FOR  PUBLIC  BROADCASTING 
Authorized  Staff  by  Fiscal  Year 


FY  FY  FY 

1989         1990  1991 

Office/Department 
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Senior  Vice  President  Station  Relations/  Treasurer 

2 

2 

2 

Station  Relations 

6 

5 

7 

System  EEO  Support 

2 

2 

2 

Financial  Management 

5 

5 

5 

Personnel 

4 

4 

4 

Budget  and  Administration 

6 

5 

3 

Office  Services 

3 

4 

4 

Computer  Services 

7 

7 

7 

Business  Affairs/Station  Grants 

11 

11 

11 

Subtotal 

46 

45 

45 

Human  Resources  Development 

7 

0 

0 

Audit-Office  of  the  Inspector  General 

11 

11 

11 

Policy  Development  And  Planning 

7 

7 

8 

Total  CPB  Staff 

117.0 

109.0 

110.0 

Average  Salary- All  Authorized  Positions 

$40,417 

$42,502 

$44,935 

Source:  Office  of  Budget  and  Administration     May  6, 1991 
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Mr.  Natcher:    If  your  education  initiative  is  fully  funded,  how  many 
additional  staff  will  be  required  to  administer  this  new 
responsibility  and  how  will  your  administrative  budget  be 
impacted? 

Mr.  Ledwig:     A  fully  funded  Education  Initiative  will  require 
approximately  1  percent  of  the  $76  million  additional 
adminstration  costs  including  personnel  costs  for  4  professional 
and  2  administrative  positions. 

CPB  BOARD  EXPENSES 

Mr.  Natcher:    What  were  the  total  costs  attributable  to  the  Board  in 
1990? 


Mr.  Ledwig:     For  fiscal  year  1990  (October  1,  1989  -  September  30, 
1990),  the  Corporation  spent  $114,000  in  per  diem  fees  to  Board 
members  and  travel  expenses  for  attendance  at  CPB  Board  meetings 
and  other  public  broadcasting  events  representing  the  Corporation. 
During  this  period,  there  were  nine  CPB  Board  members  from  all 
regions  of  the  country. 

COSTS  OF  CURRENT  CPB  OFFICE  SPACE 

Mr.  Natcher:    What  is  the  total  rent  cost  and  rate  for  the  current 
office  space  and  how  does  that  compare  to  your  old  office  space? 

Mr.  Ledwig:     The  Corporation  for  Public  Broadcasting  (CPB)  signed  a 
lease  for  42,760  square  feet  of  office  space  at  901  E  Street, 
N.W.,  in  1989  and  moved  into  that  space  on  April  1,  1990,  from  its 
prior  location  at  1111  16th  Street,  N.W.    Total  fiscal  year  1991 
occupancy  expenses  for  the  new  building  are  running  at  between  $35 
and  $36  per  square  foot,  nearly  identical  to  the  estimates 
developed  for  CPB  by  the  lease  consultants  the  Corporation 
retained  to  help  evaluate  and  negotiate  a  new  lease  as  the  lease 
for  1111  16th  Street  was  expiring.    As  part  of  the  consultants 
market  analysis,  they  evaluated  the  option  of  CPB  remaining  at  the 
1111  16th  Street  location  and  negotiating  an  extension  of  our 
lease  for  that  site  (approximately  40,000  square  feet).  That 
analysis  projected  a  lease  cost  of  $36-$37  per  square  foot  for 
that  space  in  1991.    Similar  figures  for  future  years  were  equally 
comparable  between  the  two  facilities. 

Based  on  a  comparison  of  these  projected  rents  and  on  the  age  and 
quality  of  the  building  at  1111  16th  Street,  CPB  management 
recommended  that  the  Corporation  relocate  to  901  E  Street. 
However,  based  on  the  increasing  operating  costs  of  1111  16th 
Street  over  time  (due  to  its  age  and  inefficiency),  the  cost 
savings  over  the  term  of  the  lease  in  operating  expenses  of  the 
new  location  over  the  old  will  be  significant. 

CONGRESSIONAL  SUPPORT  FOR  PUBLIC  BROADCASTING 

Mr.  McDade:     What  is  the  total  amount  of  funding  that  Congress 

provided  over  and  above  the  Administration's  requests  during  the 
period  1987-1991? 

Mr.  Ledwig:     The  following  table  summarizes  the  requests  made  by  the 
President  and  final  action  on  CPB  funding  for  fiscal  years  1987 
through  1992: 
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Fiscal  Year 


President's 
Request 


Actual 
Appropriation 


1987 

1988 

1989 

1990* 

1991* 


$100,000,000 
214,000,000 
214,000,000 
214,000,000 
214,000,000 


$200,000,000 
214,000,000 
228,000,000 
229,391,000 
242,060,000 


Mr.  McDade:     Do  you  think  that  funding  for  programs  provided  by 
Congress  over  and  above  what  the  Administration  has  requested 
should  be  presumed  to  be  unwarranted? 

Mr.  Ledwig:     When  Congress  created  the  Corporation  in  1967,  it  did  so 
with  the  intent  of  eventually  providing  long-range  funding  for 
public  broadcasting,  as  recommended  by  the  first  Carnegie 
Commission  report,    Public  Television:    A  Program  for  Action. 

In  the  early  1970s,  Congress,  in  an  effort  to  provide  a  more 
secure  form  of  funding  for  public  broadcasting,  established  a 
federal  match  to  public  broadcasting's  efforts  to  raise  nonfederal 
support  for  its  programs  and  services.    This  match,  which 
traditionally  has  varied  between  a  2.5:1  and  a  2:1  ratio  (whereby 
the  federal  government  would  appropriate  one  dollar  for  every  two 
dollars  raised  by  the  stations),  was  a  way  to  determine 
appropriate  federal  support  for  public  broadcasting.  This 
principle  was  established  on  the  belief  that  it  would  be  an  ideal 
system  for  generating  local  funding  support.  Historically, 
federal  appropriations  never  equaled  the  existing  ratio,  nor  has 
it  met  the  present  2.5:1  ratio  that  exists  under  the  current 
legislation.    If  Congress  were  to  appropriate  in  accordance  with 
the  authorized  ratio,  it  would  need  to  appropriate  approximately 
$400  million  for  fiscal  year  1994  based  on  an  industry  income  of 
$1.4  billion  in  fiscal  year  1990. 

Public  broadcasting  was  created,  and  its  development  supported  by 
Congress,  as  an  alternative  to  commercial  television  and  radio. 
With  critical  federal  support,  it  has  provided  the  American  people 
with  innovative  programs  of  high  quality  and  abundant  creativity. 
The  contributions  and  continued  support  of  the  federal  government 
to  public  telecommunications  are  evident  throughout  the  system. 
It  is  an  industry,  rapidly  growing,  in  reasonably  good  health,  and 
able  to  garner  support  from  a  variety  of  sources.    It  has  a  loyal, 
small,  but  growing  audience  in  each  local  community  served  by 
public  broadcasting.    Its  capabilities  to  deliver  programs  to  the 
public  far  surpass  those  of  any  similar  system  anywhere  in  the 


While  federal  support  for  public  broadcasting  has  not  reached  the 
proportional  levels  first  envisioned  when  CPB  was  created, 
Congress  has  recognized  the  value  of  the  many  services  it  provides 
to  the  Nation  by  providing  critical  support  that  is  then  leveraged 
many  times  over.    To  provide  the  level  of  support  necessary  to 
make  these  services  possible,  to  ensure  the  leveraging  capability, 
and  to  protect  the  federal  investment  in  public  broadcasting, 
Congress  has  found  it  necessary  to  fund  public  broadcasting  at 
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levels  above  the  Administration's  recommendations. 

JOURNALISTIC  STANDARDS  IN  PUBLIC  BROADCASTING 

Mr.  McDade:     Are  there  journalistic  standards  that  public  television 
reporting  is  expected  to  meet? 

Mr.  Ledwig:     Yes,  there  are  such  journalistic  standards  specified  in 
PBS's  "Program  Policies"  document,  adopted  the  Public  Broadcasting 
Service  (PBS)  Board  of  Directors  on  April  29,  1987.    This  document 
updated  PBS's  earlier  "Document  on  Journalism  Standards  and 
Practices",  adopted  in  April  1972. 

This  "Program  Policies"  document  guides  PBS  staff  in  accepting  or 
rejecting  potential  programs  for  distribution  to  PBS  member 
stations.    Programs  that  PBS  believes  meets  these  standards 
carries  the  PBS  logo.    Those  programs  PBS  believes  do  not  meet 
these  standards  are  not  distributed  by  PBS. 

The  Corporation  for  Public  Broadcasting  (CPB)  directly  funds  many 
public  television  programs.    In  making  production  grants  for  these 
programs,  CPB  funding  agreements  call  for  grantees  to  meet  all 
applicable  tests  of  journalistic  ethics,  as  reflected  in  the 
journalism  standards  of  the  resulting  program's  distributor  -- 
PBS. 

Mr.  McDade:     What  reaction  do  you  have  when  you  see  a  product  on 
public  television  that  does  not  meet  any  sort  of  reasonable 
standards? 

Mr.  Ledwig:     Programming  broadcast  (or  otherwise  distributed)  over 
public  television  is  subject  to  many  tests  of  standards,  as  well 
as  general  guidelines  at  the  Public  Broadcasting  Service  (PBS). 
Adding  to  this,  the  caliber  of  staff  at  PBS,  the  Corporation  for 
Public  Broadcasting,  public  television's  production  organizations, 
and  public  television's  broadcasting  stations  helps  to  ensure  the 
highest  standards  and  ethics  for  public  television  programming. 
But  our  system  is  structured  so  that  the  local  station  has  the 
final  judgment  on  what  is  broadcast  and  presumably  that  judgment 
reflects  what  the  local  station  believes  is  appropriate  for  its 
local  community. 
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CPB's  Appropriations 
Request  for  FY  1994 


On  behalf  of  public  broadcasting  audiences  throughout  the  United  States,  Puerto  Rico, 
the  Virgin  Islands,  Guam  and  American  Samoa,  the  Corporation  for  Public  Broadcasting 
(CPB)  is  requesting  that  Congress  authorize  and  appropriate  for  1994: 

•        $279  million  to  the  Public  Broadcasting  Fund,  and 

»         $76  million  for  a  separate,  new 

Public  Telecommunications-For-Education  Fund. 

This  proposed  new  fund  would  be  separate  and  distinct  from  the  Public  Broadcasting 
Fund,  and  its  resources  would  be  used  exclusively  to  accelerate  the  development, 
implementation,  and  expanded  utilization  of  education  services  using  public 
telecommunications  in  American  schools  and  homes.  The  fund  would  help  us  achieve 
specific  goals  set  for  American  education  by  the  President,  Congress,  and  the  nation's 
governors. 


Comparing  CPB's  Request  to  the  President's  Budget 

The  President's  FY  1992  Budget  recommends  that  Congress  appropriate  only  $260 
million  for  the  Public  Broadcasting  Fund  for  FY  1994.  The  President's  recommendation 
would  allow  for  only  a  2.6  percent  increase  over  FY  1993  funding  levels  and  only  2.7 
percent  over  FY  1992  levels.  Additionally,  it  ignores  CPB's  proposal  to  expand  the 
development  and  delivery  of  education  services  using  public  broadcasting  assets  already 
in  place.  While  the  President  noted  that  public  broadcasting  plays  a  vital  role  in  the 
educational  and  cultural  development  of  our  nation,  the  administration  budget  leaves  CPB 
at  a  below-maintenance  level  of  funding  at  time  when  we  can  offer  a  cost-effective, 
reasonable  proposal  to  improve  American  education.  A  detailed  comparison  of  the 
President's  proposal  and  the  CPB  request  can  be  found  on  page  40.  The  following  table 
summarizes  that  comparison: 
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CPB's  Request  Compared  to  the 
President's  Budget 


CPB's  CPB's 
FY  1993  FY  1994 

Appropriation  Request 


President's 


FY  1990 
Budget 


Public  Broadcasting  Fund 
Satellite  Replacement  Fund 
Public  Telecommunications- 


$253,309,000 
65,327,000 


$279,000,000 
0 


$260,000,000 
0 


For-Education  Fund 


 Q 

$318,636,000 


76.000.000 
$355,000,000 


 Q 

$260,000,000 


Precedent  for  Advance  Funding  of  CPB 

CPB's  advance  request  for  appropriations  for  FY  1994  during  the  FY  1992  budget  cycle 
is  consistent  with  the  practice  adopted  by  Congress  of  considering  appropriations  to  CPB 
through  the  Public  Broadcasting  Fund  two  years  in  advance  of  the  budget  year  when 
funds  are  released  by  the  Department  of  the  Treasury  to  the  Corporation  for  Public 
Broadcasting. 
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Highlights  of  CPB's  Request 


CPB  is  requesting  that  Congress  appropriate  $355  million  for  FY  1994,  $36.4 
million  more  than  was  appropriated  for  public  broadcasting  for  FY  1993.  These 
funds  would  support  two  distinct,  but  complementary,  public  telecommunications 
activities: 

$279  million  for  the  Public  Broadcasting  Fund  to  partially  support 
the  creation  of  high-quality  programming  and  other  services  available  through 
America's  public  broadcasting  system;  and, 

•     $76  million  for  a  new  Public  Telecommunications-For-Education 
Fund  to  be  used  exclusively  to  create  and  deliver  educational  programming 
and  services  to  all  Americans  using  the  most  advanced,  cost-efficient 
telecommunications  technologies  available. 

CPB's  request  is  being  made  with  a  full  appreciation  of  and  a  concern  for  the 
demands  being  placed  presently  on  all  federal  resources.  However,  the  request  also 
is  based  upon  the  knowledge  that  the  opportunities  for  using  public  broadcasting  and 
its  non-broadcasting  endeavors  as  a  foundation  for  helping  America  deal  with 
education  issues  and  social  problems  are  so  great,  and  the  potential  rewards  so 
significant,  that  they  must  be  adequately  funded,  even  at  a  time  when  federal  funds 
are  as  limited  as  they  are  now. 

Today,  all  governments  are  being  forced  to  stretch  resources  to  meet  basic  public 
service  needs.  In  this  environment,  new  ideas  and  exciting  cost-saving  applications 
of  new  technologies  can  be  easily  overlooked,  especially  by  the  public  sector. 
Government  leaders  must  be  vigilant  for  innovative  ways  to  meet  their  public  service 
responsibilities  more  efficiently  and  less  expensively  than  they  do  now.  CPB 
believes  that  the  existing  nationwide  system  of  local  public  broadcasting  stations, 
supported  nationally  by  CPB,  with  help  from  the  business  and  education 
communities,  and  private  foundations,  can  help  government  meet  critical  public 
service  objectives  in  the  1990s,  especially  in  the  area  of  improved  education  services. 
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Fiscal  Year  1994  Request 

Public  Broadcasting  Fund 
$279  million 

CPB  is  requesting  that  Congress  appropriate  $279  million  for  the  Public 
Broadcasting  Fund  in  FY  1994.  Federal  support  at  that  level  will: 

•  allow  CPB  to  help  focus  the  substantial  resources  of  the  American  public 
broadcasting  system  on  helping  individuals  and  local  communities 
understand  and  deal  with  issues  facing  them  in  this  decade; 

•  bring  high-quality  public  radio  services  to  listeners  throughout  the 
country,  including  to  more  audiences  and  communities  not  currently 
served  by  public  radio; 

•  challenge  public  radio  and  public  television  to  reach  beyond  the  traditional 
modes  of  delivery  and  to  use  their  new  satellite-based  interconnection 
technologies  to  expand  and  improve  all  public  telecommunications 
services  being  delivered  to  the  American  public;  and 

•  allow  CPB  to  continue  to  directly  encourage  the  creativity  of  independent 
producers,  producers  of  programming  of  special  interest  to  minorities  and 
producers  of  programs  for  children,  thus  assuring  expanded  diversity 
within  public  broadcasting. 

Today,  public  broadcasting  is  the  media  of  choice  for  educational  children's 
programs,  documentaries,  and  news  and  information  programs.  While  some 
traditional  public  broadcasting  programming  genres  are  increasingly  available  on 
cable  program  services,  no  cable  service  or  even  a  combination  of  such  services, 
provides  the  consistent,  high-quality,  and  in-depth  programming  that  is  available 
daily  on  public  broadcasting  to  nearly  all  American  households.  And  cable  services 
are  becoming  more  costly  and  less  comprehensive,  not  more,  as  they  compete  for 
advertising  and  subscription  revenues. 

A  1990  Roper  survey  of  the  general  public  found  public  television  to  be  more 
"interesting"  and  "informative"  and  3  rimes  more  "educational."  "stimulating."  and 
"serious"  than  anv  cable  or  network  television  programming  service.  American 
public  broadcasting  provides  audiences  with  a  distinct,  high-quality  television  and 
radio  alternative  that  consistently  challenges  its  audiences  to  expand  their  knowledge, 
think  about  issues  that  affect  them  and  their  neighbors,  and  understand  the  world  in 
which  they  live.  This  public  recognition  of  the  value  of  public  broadcasting  is  the 
foundation  of  CPB's  request  to  Congress  for  the  Public  Broadcasting  Fund  in 
FY  1994. 
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Fiscal  Year  1994  Request 

Public  Telecommunications-For-Education  Fund 
$76  million 

In  addition  to  asking  for  sustaining  general  support,  CPB  is  requesting  that  Congress 
separately  appropriate  $76  million  to  establish  a  new  Public  Telecommunications- 
For-Education  Fund  in  FY  1994.  This  new  fund  would  be  used  exclusively  to: 

•  support  direcdy  the  integration  of  new  telecommunications  technologies 
into  the  fabric  of  local  education  systems  through  community  outreach 
efforts  directed  and  managed  by  locally-supported  public  broadcasting 
stations  throughout  the  country; 

•  produce  programming  and  other  education  services  for  that  environment; 

•  provide  equal  access  to  the  most  advanced  learning  materials  to  every 
student  in  every  state  at  a  very  low  cost,  thereby  serving  as  a  cost- 
effective  tool  to  help  local  schools  achieve  national  goals  for  American 
education;  and 

•  develop  and  distribute  instructional  programming  and  services  aimed  at 
putting  state-of-the-art  educational  resources  into  the  hands  of  educational 
institutions  and  teachers  throughout  the  United  States. 

CPB's  request  to  establish  a  new  fund,  separate  from  the  Public  Broadcasting  Fund 
would  be  the  third  phase  of  a  multi-vear  plan  now  underway  within  public  broadcasting 
to  hglp  the  United  Stages,  achieve  specific  education  goals  fry  the  year  2Q0Q.  CPB's 
proposal  is  premised  on  the  conclusion  that  the  existing  public  broadcasting 

infrastructure  including  more  than  700  locally-based  broadcast  facilities  and 

production  staffs,  experienced  in  creating  outreach  activities  and  developing  ancillary 

educational  services  is  a  substantial  national  asset  that  could  make  a  significant 

contribution  to  helping  solve  problems  in  American  education  in  this  decade. 

Plan  Would  Put  In  Use  a 

New  "Public  Telecommunications  Highway" 

In  the  early  1990s,  public  broadcasting  will  replace  its  current  satellite-based  program 
distribution  system  with  a  major  new  "telecommunications  highway"  using  satellite 
technology  that  will  be  significantly  superior  to  even  the  services  envisioned  by 
Congress  three  years  ago,  when  it  authorized  $200  million  in  federal  support  for  its 
acquisition.  This  new  "highway"  will  vastly  multiply  the  ways  we  can  use  public 
telecommunications  to  distribute  educational  and  informational  programs  throughout 
the  United  States,  and  it  will  help  control  the  costs  of  bringing  those  programs  to 
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everyone,  including  those  unable  to  afford  cable  service  or  simply  not  served  by 
cable.  These  new  satellite  systems  and  the  new  technological  advances  emerging 
with  them  are  part  of  a  revitalized,  nationwide  public  telecommunications 
infrastructure  that  is  in  place  or  under  construction  today  and  will  be  in  full  service  by 
1993.  These  new  systems  uniquely  position  public  broadcasting  to  help  the  nation 
solve  some  pressing  problems,  especially  in  the  development  and  delivery  of 
education  services. 

CPB  proposes  to  focus  the  Public  Telecommunications-For-Education  Fund 

on  finding  ways  to  use  this  "public  telecommunications  highway"  to  develop  and 
deliver  education  services  that  will  help  educate  Americans  where  they  live,  work  or 
attend  school,  and  to  do  so  effectively  and  at  a  low  cost.  Public  telecommunications 
provides  an  appropriate,  cost-effective  way  for  the  federal  government  to  help  all  local 
governments  deal  with  critical  education  and  budget  issues  without  intruding  on  the 
rights  and  responsibilities  of  local  and  state  governments.  At  the  same  time,  these  new 
services  will  help  states  meet  new  equity  arguments.  Advanced  educational 
telecommunications  services,  available  through  public  broadcasting,  can  help  these 
states  bring  equal  education  services  to  all  of  their  students. 

These  new  education  services  will  be  developed  in  cooperation  with  American 
businesses  and  educators  throughout  the  country,  thus  ensuring  that  the  interests  of 
future  employers  and  teachers  are  part  of  any  proposed  solutions  to  identify  education 
problems.  This  approach  also  ensures  that  specific  education  goals  are  set  and  that 
the  cost  of  meeting  these  goals  is  shared  by  all  who  will  benefit  from  that  success. 
The  best  European  national  education  systems  make  extensive  use  of  educational 
telecommunications. 

A  Commitment  to  Help  Achieve  the 
Nation's  Education  Goals 

Last  year,  CPB,  with  strong  support  from  the  public  broadcasting  system,  began  to 
direct  more  of  public  broadcasting's  capacity  toward  improving  education  services. 
Through  partnerships  with  business  and  education,  CPB  has  begun  to  pursue  ways 
to  develop  programming  and  delivery  mechanisms  that  combine  the  substantial 
experience  and  capacity  of  public  broadcasting  with  that  of  these  two  concerned 
groups.  This  effort  links  the  need  of  American  businesses  to  have  a  competitive, 
well-educated  workforce  with  the  ability  of  public  telecommunications  to  develop  and 
deliver  high-quality  education  prograiriming  to  students  anywhere  in  the  United  States 
at  a  very  low  cost.  Using  this  approach,  students,  teachers,  state  and  local 
governments  and  the  business  community  all  benefit  from  the  economies  available 
from  using  the  "public  telecommunications  highway." 

Federal  support  for  the  Public  Telecommunications-For-Education  Fund  is 

crucial  to  the  long  term  success  of  this  plan.  Federal  appropriations  would  help 
ensure  that  non-commercial,  educational  uses  for  new  telecommunications 
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technologies  are  a  top  priority  of  program  producers  and  developers  of  new 
telecommunications  technologies  throughout  the  coming  decade.  Students,  teachers, 
and  parents  would  be  the  direct  beneficiaries  of  the  federal  appropriation. 


IN  SUMMARY 

Using  critical,  sustained  federal  support  since  1969,  CPB  has  helped  non-commercial, 
public  radio  and  television  stations  become  vital  local  institutions  throughout  the  United 
States.  In  addition,  CPB  has  helped  link  local  public  broadcasting  stations  to  a 
comprehensive  national  public  telecommunications  system.  That  system  can  now 
effectively  help  their  communities  consider  and  solve  problems  at  the  local  level  and 
address  wider,  national  issues  at  the  same  time.  Public  broadcasting  stations  are  a 
communication  resource  in  their  communities  and  have  repeatedly  demonstrated  their 
value  locally  and  nationally.  Today,  approximately  85  cents  of  every  dollar  of  station 
operating  revenues  comes  from  non-CPB  sources,  most  from  private  donors.  During 
the  past  twenty  four  years,  American  public  broadcasting  has  become  a  national 
resource  with  strong  local  roots  and  community  assets  that  daily  affect  the  lives  of  their 
audiences. 

Over  the  same  period,  CPB  has  directly  supported  the  production  of  some  of  the  truly 
outstanding  radio  and  television  programming  produced  anywhere  in  the  world.  These 
programs  are  often  the  products  of  creative,  independent  producers  who  bring  a 
diversity  of  color  and  culture  to  audiences  throughout  the  country  or  a  consortia  of 
public  broadcasting  stations  with  the  ability  to  aggregate  production  funds  needed  to 
produce  major,  continuing  series  essential  to  the  general  health  of  the  system. 

Using  a  mix  of  federal  funds  from  CPB  and  from  a  wide  variety  of  other  contributors, 
public  broadcasting  educates  and  informs  audiences  and  builds  awareness  of  the  world 
around  us.  A  great  portion  of  the  energy  of  the  entire  system  is  directed  toward  helping 
people  understand  and  solve  problems  in  their  communities  and  throughout  the  nation. 
Public  broadcasting's  ability  to  capitalize  on  these  resources  and  on  new 
technologies  and  telecommunications  services  that  are  on  the  horizon, 
will  depend  on  all  funders,  including  the  federal  government,  continuing 
to  support  this  unique  American  medium,  public  broadcasting. 

Consequently,  CPB  requests  that  Congress  consider  the  value  that  the  nation  receives 
from  its  investment  in  public  broadcasting  now  and  the  value  it  will  receive  in  the 
future,  especially  in  the  area  of  enhanced  and  expanded  education  services.  That  value 
exceeds,  by  any  measure,  the  cost.  The  actual  return  on  the  federal  investment  is 
substantial,  and  growing.  CPB's  request  for  $355  million  for  public  broadcasting  in 
FY  1994  is  made  with  the  certain  knowledge  that  it  will  return  real,  measurable  value  to 
all  Americans  far  in  excess  of  the  dollars  appropriated.  The  record  of  past  performance 
has  been  established,  and  the  potential  for  the  future  performance  is  clear. 

Details  supporting  CPB's  FY  1994  Appropriations  Request  follow. 
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Material  Supporting 
CPBfs  FY  1994  Request 


Since  1975,  Congress  has  appropriated  funds  directly  into  the  Public  Broadcasting 
Fund  to  provide  limited  federal  support  for  American  public  broadcasting.  By  law,  every 
dollar  of  federal  support  must  be  matched  by  $2.50  from  non-federal  sources.  All  station 
grants  must  be  matched  by  specific  non-federal  support  to  the  station.  [Appendix  B 
provides  a  history  of  all  federal  appropriations  in  the  Fund].  Today,  every  dollar  of  federal 
appropriations  is  effectively  matched  by  nearly  $5.00  from  non-federal  contributors. 

Federal  funds  have  been  used  by  CPB  to  make  grants  to  local  public  television  and  radio 
stations  to  help  build  facilities,  to  recruit  and  develop  staff,  and  to  help  them  produce, 
acquire,  and  distribute  non-commercial  radio  and  television  programming  that  is 
consistently  better  than,  and  frequently  superior  to,  that  regularly  available  from  any  other 
media.  From  that  same  pool  of  federal  funds,  CPB  has  actively  supported  public  television 
and  radio  programming  produced  by  independent  producers,  minorities,  and  women. 
Additionally,  some  federal  funds  have  been  used  to  assure  that  all  eligible  stations  are 
interconnected  and  that  minorities  and  women  are  active  participants  in  all  aspects  of 
production  and  station  operations. 

In  the  24  years  since  Congress  passed  the  Public  Broadcasting  Act  of  1967,  public 
broadcasting  has  grown  from  an  informal  consortia  of  non-commercial,  educational  public 
television  and  radio  stations  to  a  professional,  not-for-profit  broadcasting  service  of  more 
than  318  public  radio  and  more  than  300  public  television  stations  in  all  50  states,  Puerto 
Rico,  the  Virgin  Islands,  Guam  and  American  Samoa.  During  that  same  period,  total 
public  broadcasting  income  has  risen  from  approximately  $250  million  in  1972  to  $1.5 
billion  in  1989,  the  last  year  for  which  complete  data  are  available. 

Today,  public  radio  and  television  stations  generate,  on  average,  over  85  percent  of  all  of 
their  operating  revenues  from  non-CPB  sources,  with  more  than  53  percent  of  their  funds 
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coming  directly  from  private  contributors  most  of  these  non-federal  funds  come 

directly  from  private  citizens  (23%)  and  businesses  (76%).  Federal  appropriations  are 
pivotal  to  attracting  this  non  federal  money.  Definitive  federal  support  for  public 
broadcasting  attracts  other  funders  and  has  the  effect  of  multiplying  the  value  of  each 
federal  dollar.  This  multiplier  effect  can  act  in  reverse  if  federal  support  declines.  Many 
states,  for  instance,  tie  their  support  to  their  station's  federal  support.  [See  1989  chart 
showing  all  public  broadcasting  revenues  by  source  in  Appendix  D]. 

Public  Broadcasting  A  Consistent  Source  of  Quality  Programs 

Today,  public  radio  and  television  regularly  deliver  into  virtually  every 
American  home,  commercial-free,  consistently  good  programming  that  is 
not  matched  by  any  other  radio  or  television  program  service.  Often  the 
breadth  and  scope  of  these  programs  belies  the  modest  national  budgets  behind  them. 
Spectacular  examples  of  this  process  abound  on  the  air.  For  instance,  while  not  as  visible 
as  The  Civil  War,  but  equally  appreciated  by  its  target  audiences  in  the  same  television 
season,  Eves  on  the  Prize  II  eloquently  documented  the  decade  of  social  turmoil  following 
the  Supreme  Court's  1954  decision  on  Brown  vs.  Board  of  Education.  By  doing  so,  it 
became  another  public  broadcasting  program  that  will  become  a  mainstay  of  social  studies 
and  history  courses  in  high  schools  and  colleges  for  years  to  come.  As  a  result,  high- 
quality  video  history  is  brought  into  classrooms  at  little  or  no  cost  to  the  schools 
themselves. 

While  The  Civil  War,  funded  by  CPB,  dominated  the  television  scene  in  the  fall  of  1990, 
public  radio  was  producing  the  acclaimed  The  Class  of  2000— The  Prejudice  Puzzle.  This 
CPB-funded  project  combined  an  excellent,  high-quality  program  produced  for  national 
distribution  with  locally  produced  complementary  programming  to  help  communities  frame 
the  issue  on  their  own  terms.  This  approach  spawned  dozens  of  national  and  local  events 
and  activities  in  communities  throughout  the  country.  The  prejudice  and  stereotypes 
experienced  by  The  Class  of  2000  became  readily  apparent  to  all  listeners. 

Recently,  the  proliferation  of  media  choices  has  raised  the  volume  on  competition  for 
viewers  and  listeners  and  some  might  question  the  need  for  tax-based  support  for  any  radio 
and  television  service.  The  best  answer  to  that  question  lies  in  a  1990  Roper  survey  of  the 
general  public  that  found  public  television  to  be  more  "interesting"  and  "informative"  and  2 
times  more  "educational."  "stimulating."  and  "serious"  than  anv  cable  or  network  television 
programming.  Public  television  has  achieved  this  level  of  recognition  on  a  total  annual 
budget  that  would  not  cover  the  annual  costs  of  sports  programming  alone  on  one  major 
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network. 


This  recognition  of  the  value  which  audiences  place  on  public  broadcasting  services  forms 
the  foundation  for  CPB's  request  to  Congress  in  FY  1994.  The  value  is  apparent  in  the 
interest  audiences  have  in  the  programming  that  comes  into  their  homes  and  schools  each 
week.  The  fact  that  thev  consider  "public  broadcasting"  as  more  "serious."  more 
"educational"  and  more  "stimulating"  than  commercial  fare  portends  the  role  of  public 
broadcasting  as  a  primary  source  of  "education"  programming  in  a  media  age  where 
distance  learning  and  new  telecommunications  become  accepted  parts  of  our  national 
education  system. 

Because  this  opportunity  exists  and  the  infrastructure  is  in  place,  CPB  is  asking  Congress  to 
appropriate  $355  million  for  1994,  including  $279  million  for  general  assistance  to  both  the 
public  radio  and  television  systems  and  $76  million  specifically  to  support  projects  that  will 
focus  emerging  telecommunications  technologies  on  solving  problems  facing  American 
public  education  in  the  1990s.  The  benefits  derived  from  this  federal  investment  in  public 
telecommunications  will  vastly  outweigh  the  150  of  each  revenue  dollar  that  actually  comes 
to  public  television  and  radio  stations  from  Congress  through  CPB. 


Requested  Changes 


CPB's  CPB's 

FY  1993  FY  1994  Requested 

Appropriation  Request  Change 

Public  Broadcasting  Fund             $253,309,000  $279,000,000  +$25,691,000 
Public  Telecommunications 

For-Education  Fund                              0  76,000,000  +76,000,000 

Satellite  Interconnection  Fund  PI        65.327.000   Q  -65.327.000 

$318,636,000  $355,000,000  +$36,364,000 


CPB  is  proposing  legislation  to  be  considered  by  the  appropriate  House  and  Senate  committees  to  provide 
die  statutory  basis  for  this  fund  and  activities  that  will  result  from  its  creation.  This  Appropriations 
Request  is  based  on  the  premise  that  such  authorizing  legislation  will  be  enacted. 

In  1988,  Congress  authorized  the  appropriation  of  $200  million  to  support  the  replacement  of  public 
broadcasting's  satellite  interconnection  system  for  FY  1991  through  FY  1993.  A  total  of  $198,387,000 
was  appropriated  for  this  project  during  that  time. 
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Proposal  to  Create  a 

Public  Telecommunications-For-Education 

Fund 

A  UNIQUE  OPPORTUNITY 

During  the  past  year,  CPB  has  set  in  motion,  with  the  support  of  the  public  broadcasting 
industry  and  the  business  community,  a  multi-year  plan  to  significantly  expand  the  role  of 
public  broadcasting  in  developing  and  delivering  new  educational  programs  and  services 
using  emerging  telecommunications  technologies,  especially  the  new  Ku-band  satellite 
system  that  will  be  put  in  service  in  1993  for  use  by  public  television  stations  nationwide. 
The  plan  uses  public  broadcasting's  accumulated  experience  and  capital  infrastructure  as  a 
foundation  from  which  public  broadcasting  plans  to  make  a  significant,  cost-effective 
contribution  to  American  education,  both  formal  and  informal,  in  the  1990s. 

The  plan  is  based  on  the  fact  that  public  broadcasting  is  uniquely  positioned,  by  virtue  of 
available  skills,  resources,  educational  experience,  technical  facilities  and  know-how,  to 
help  the  nation  achieve  its  national  education  goals  this  coming  decade.  By  combining  the 
existing  assets  of  American  public  broadcasting  with  vital,  new  telecommunications 
resources,  and  by  bringing  together  interested  business,  education  and  community  leaders 
who  also  understand  the  urgent  need  to  improve  American  education,  CPB  believes  that 
public  broadcasting  can  create  a  highly  cost-effective  collection  of  services  and  programs 
that  will  help  restore  national  educational  achievement  to  levels  second  to  none  in  the 
world. 

A  PLAN  BASED  ON  USING  THE  EXISTING  INFRASTRUCTURE 

Today,  there  are  CPB-assisted  public  radio  and  television  stations  operating  in  all  50  states, 
reaching  almost  all  communities.  More  than  70  million  homes  watch  public  television  each 
month.  In  September  1990  alone,  more  than  50  million  households  watched  The  Civil  War 
on  public  television. 
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Across  the  United  States,  these  public  broadcasting  stations  deliver  educational  programs 
and  services  to  the  nation  daily,  using  a  wide  range  of  contemporary  telecommunications 
technologies  including  interactive  computer  systems,  fiber  optics,  video  cassettes,  video 
discs,  and  other  state-of-the-art  tools.  Programs  from  public  broadcasting  stations  are  used 
in  four  of  every  five  schools  in  the  country,  by  two  of  every  three  teachers,  and  are  viewed 
by  three  of  every  four  students.  In  total,  three  of  every  four  public  television  stations  air 
instructional  programming  in  cooperation  with  local  schools.  In  1989  alone,  250,000 
students  enrolled  in  43  college  level  courses  distributed  by  public  broadcasting  stations 
throughout  the  United  States.  The  record  of  public  broadcasting's  involvement  and 
commitment  to  using  innovations  in  technology  to  make  educating  people  easier,  more 
effective  and  less  cosdv  is  strong  and  growing  stronger  each  year. 

In  addition  to  this  existing  infrastructure,  public  broadcasting  will  put  in  service  in  1993 
new  satellite-based  telecommunications  resources  that  will  greatly  expand  the  education 
services  available  from  local  public  radio  and  television  stations.  By  aggressively  utilizing 
these  new  systems  and  existing  station  facilities,  CPB  believes  public  broadcasting  can 
very  efficiendy  develop  and  deliver  educational  programs  and  services  throughout  the 
United  States.  The  active  participation  of  public  broadcasting  in  guiding  the  development 
of  these  new  telecommunications  technologies  will  also  help  ensure  that  all  advances  in 
telecommunications  services  are  available  to  children,  teachers,  and  parents  in  schools 
throughout  the  country  at  the  lowest  possible  cost. 

With  limited,  but  definite  federal  support,  and  the  cooperation  and  support  of  the  education 
community  and  major  American  businesses  nationwide,  public  broadcasting  can  develop 
education  services  and  programs  second  to  none  and  integrate  them  efficiently  and 
economically  into  the  nation's  education  system  at  all  levels  through  its  network  of  local 
stations.  This  national  investment  in  the  application  of  technology  to  teaching  and  learning 
is  essential  for  the  country  to  compere  with  other  nations  that  are  already  making  such  an 
investment. 


A  CPB  PLAN  TO  CREATE  NEW  EDUCATION  SERVICES 

These  existing  public  broadcasting  services  alone,  however,  will  not  be  able  to  accelerate  at 
the  rate  of  change  needed  in  American  education  today  to  meet  national  education  goals. 
New,  aggressive  applications  of  emerging  technologies  must  be  discovered,  developed, 
tested  and  put  in  place;  new,  challenging  programming,  which  is  costly  to  produce,  must 
be  made;  and  teachers,  and  community  and  business  leaders  must  be  made  aware  of  how 
the  integration  of  these  new  services  into  their  classrooms  will  help  them  solve  their  local 
education  problems.  These  changes  must  be  implemented  during  a  time  of  dramatic,  rapid 
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technological  changes.  To  further  complicate  the  problem,  these  changes  are  occurring  at  a 
time  when  all  levels  of  government  are  stretched  to  their  budget  limits. 

What  Public  Broadcasting  Is  Doing  Now:  1991-1992 

Today,  public  broadcasting  is  laying  the  groundwork  and  investing  the  time  and  resources 
necessary  to  move  forward  with  plans  to  establish  these  education  services  in  1994.  That 
effort  includes  continuing  the  vast  array  of  education  services  now  being  delivered  to 
schools  around  the  country  every  day.  Public  television  stations  throughout  the  country 
bring  "educational"  programs  into  more  than  64,000  schools,  including  technologically 
innovative  efforts  such  as  the  Satellite  Education  Research  Consortium  (SERC),  which 
now  transmits  satellite  classes  to  over  5,300  students  in  more  than  600  schools  in  more 
than  20  states.  Similarly,  Learning  Link,  a  computer-based,  public  broadcasting  financed 
network,  brings  teachers  together  with  others  in  their  field  to  share  classroom  resources 
nationwide.  Programs  such  as  these  (and  many  others  throughout  the  country)  serve  as 
models  for  what  could  be  the  technical  future  of  education  services  delivery  in  the  United 
States. 

However,  the  simple  continuation  of  these  projects  will  not  be  enough  to  prepare  public 
broadcasting  for  the  expansion  of  services  possible  in  FY  1994.  To  be  prepared  to  move 
quickly  and  effectively  when  resources  are  appropriated  for  the  proposed  Public 
Telecommunications-For-Education  Fund,  CPB  and  public  broadcasting  have 
started  building  coalitions  of  interested  community  leaders  from  business  and  education  and 
state  and  local  governments.  These  groups  and  individuals  are  equally  committed  to 
working  together  to  solve  the  problem  of  declining  educational  achievement  in  our 
communities.  In  1991  and  1992.  efforts  will  continue  to  further  develop  these  emerging 
partnerships  because  thev  are  the  key  to  success.  These  partnerships  bring  to  the  forefront 
the  willingness  of  the  public  broadcasting  community  to  commit  resources  and  people,  and 
to  join  together  with  other  interested  groups  to  address  education  problems  in  their 
communities. 


What  Public  Broadcasting  Will  Be  Doing:  1992-1994 

In  1992  and  1993,  public  broadcasting  plans  to  conduct  a  major  "educational  issues 
awareness  campaign"  to  bring  the  full  economic  and  social  costs  of  poor  education  systems 
and  declining  achievement  and  the  benefits  of  good  education  to  the  attention  of  all 
Americans.  This  effort  will  use  skills  developed  by  public  broadcasting  in  very  successful 
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grassroots  outreach  campaigns  of  the  past  decade  such  as  Project  Literacy  United  States 
(PLUS).  While  this  awareness  campaign  is  underway,  funds  will  also  be  dedicated  to 
research  and  development  work  needed  to  test  and  evaluate  emerging  technologies, 
curriculum  designs,  and  delivery  mechanisms  so  that  any  funds  available  from  the  Public 
Telecommunications-For-Education  Fund  will  be  directed  toward  those  activities  most 
likely  to  be  the  most  cost-effective,  and  educationally  sound  ideas. 

Motivating  Communities  and  Individuals  to  Act: 
The  Outreach  Alliance  Model 

Public  broadcasting  has  a  record  of  unqualified  success  in  merging  volunteer  networks  and 
telecommunications  resources  to  make  it  easier  for  communities  to  mobilize  and  implement 
solutions  to  local  problems  that  often  have  national  ramifications.  In  the  1980s,  public 
broadcasting  produced  the  PLUS  series  to  help  communities  address  the  issue  of  low 
literacy  rates.  Today,  550  Literacy  Task  Forces  and  200  Mentoring  Task  Forces, 
composed  of  thousands  of  volunteers,  are  still  in  operation  nationally,  helping  individuals 
learn  to  read.  Similarly,  more  than  8,000  Chemical  People  Task  Forces  are  still  active, 
nearly  a  decade  after  Mrs.  Reagan  first  launched  the  drug  outreach  effort  on  public 
broadcasting.  These  programs  are  the  product  of  the  Public  Television  Outreach  Alliance 
(PTOA\  a  public  broadcasting  project  funded  by  CPB,  to  encourage  community 
involvement. 

A  second  success  story  lies  behind  the  success  of  the  PTOA,  and  it  is  equally  important  to 
understanding  the  potential  role  public  broadcasting  can  play  in  contemporary  America. 
Through  community-focused,  outreach  programs,  public  broadcasting  has  been  able  to  set 
in  motion  nationwide,  community-based  awareness  campaigns  that  outlive  the  national 
attention  given  to  the  original  effort.  A  single  public  broadcasting  "outreach"  program, 
accompanied  by  local  efforts  at  hundreds  of  public  broadcasting  stations,  can  become  the 
catalyst  for  making  individuals,  public  institutions,  and  communities  more  aware  of  their 
problems  and  can  provide  them  with  a  means  of  becoming  directly  involved  in  issues  that 
affect  their  lives  and  their  communities. 

This  process  accelerates  the  involvement  of  affected  people  in  developing  and  implementing 
solutions  to  their  own  problems,  often  with  limited  or  no  help  from  government  at  any 
level.  While  not  all  problems  can  be  solved  without  finite,  public  resources,  many  can  be 
mitigated  by  having  a  community  marshall  its  many  local  resources  and  attack  the  problems 
directly.  Programs  that  motivate  citizens  to  participate  in  solving  local  problems  locally 
create  a  logrolling  effect  that  can  generate  a  national  solution  to  an  otherwise  unsolvable 
"national"  problem.  No  federal  agency  could  solve  the  problem  of  illiteracy  faster,  or  more 
effectively  than  neighbors  teaching  neighbors  to  read.  No  anti-drug  program  can  keep 
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children  away  from  drugs  better  than  parents  helping  other  parents  understand  and  defend 
their  neighborhoods  against  drugs.  Public  broadcasting  can  help  people  recognize  the 
value  of  helping  themselves.  Bureaucracies,  whether  public  or  private,  local,  state  or 
national,  cannot  motivate  individuals  to  act.  People  must  be  shown  that  becoming  involved 

is  in  their  own  best  interest  Public  television  and  radio  can  do  that  and  do  so  on 

a  wide  variety  of  issues,  locally  and  nationally,  every  year.  CPB  strongly  believes  that  this 
proven  model  for  stimulating  citizen  involvement  is  readily  applicable  to  the  issues  facing 
society  today  when  our  national  fiscal  health  is  less  robust  and  discretionary  public  dollars 
are  more  scarce  than  ever. 

CPB'S  FY  1994  BUDGET  PROPOSAL: 
A  Dedicated  Fund  for  Educational  Services 

To  take  advantage  of  these  resources  and  the  opportunities  ahead,  CPB  is  requesting  that 
Congress  create  a  separate  fund  in  FY  1994,  solely  to  encourage  the  development  of  new 
technologies  and  services  for  use  in  the  public  telecommunications  education  environment, 
to  produce  programming  for  that  environment,  and  to  directly  support  the  integration  of 
these  new  products  and  services  into  local  education  systems. 

This  new  Public  Telecommunications-For-Education  Fund,  managed  by  CPB  but 
separate  from  funds  appropriated  for  general  support,  would  be  used  exclusively  to 
develop  and  distribute  programming  and  other  education  services  via  new  and  enhanced 
technologies.  It  would  take  advantage  of  CPB's  ability  to  identify  needs  and  target 
resources  for  those  needs  efficiently,  with  minimal  red  tape.  The  fund  would  focus  on 
putting  state-of-the-art  educational  resources  into  the  hands  of  school  teachers  and  parents, 
throughout  the  United  States.  The  fund  would  be  used  to  expand  the  use  of  existing  and 
emerging  technologies  which  could  be  developed  nationally,  for  a  fraction  of  the  cost  of 
similar  programs  developed  locally.  This  approach  would  ensure  that  top  quality 
educational  materials  would  be  available  equally  to  all  schools,  and  that  these  materials 
result  from  the  thoughtful  cooperation  of  business  leaders,  educators,  and 
telecommunications  experts  within  public  broadcasting. 

Federal  support  of  this  effort  would  provide  Congress  with  one  of  the  most  cost-effective 
vehicles  available  for  ensuring  that  national  education  goals  are  attainable  locally,  where 
uniquely,  local  needs  and  often  limited  education  budgets  prevent  actions  that  are  otherwise 
in  the  national  interest  These  Federal  funds  would  produce  programming  and  education 
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services  that  would  be  made  available  throughout  the  country,  thus  assuring  that  students. 
rich  or  poor,  rural  or  urban,  could  be  exposed  to  the  education  thev  will  need  to  excel  bv 
the  year  2QQQt 

Capitalizing  on  a  Major,  New  'Telecommunications  Highway" 

These  new  programs  and  services  would  travel  on  a  major  new  "telecommunications 
highway.  "  provided  by  new  public  broadcasting  satellite  interconnection  systems  that  will 
come  into  full  service  in  1993.  With  funding  from  the  federal  government,  public 
broadcasting  is  establishing,  in  1993,  new  satellite-based  distribution  systems  that  will 
significantly  multiply  the  ways  we  will  be  able  to  use  public,  non-commercial 
telecommunications  hardware  to  distribute  educational  and  informational  programs 
throughout  the  United  States.  These  new  satellite  services  are  crucial  to  using  national 
public  telecommunications  facilities  to  educate  and  inform  all  citizens...  regardless  of  their 
education  levels,  language  skills,  or  cultural  backgrounds... for  less  than  it  would  cost  state 
and  local  school  systems  to  do  so  individually. 

Today,  experiments  with  satellite  delivery  services  are  allowing  master  teachers  to  bring 
their  knowledge  and  enthusiasm  into  remote  rural  schools  or  into  the  most  challenging 
inner  city  school  on  a  very  limited  basis.  These  programs  are  only  examples  of  the 
beginning  of  ways  to  apply  new  telecommunications  technologies  to  bringing  talented 
teachers  and  students  together  at  low  per  student  costs  and  to  ensure  that  all  students  have 
reasonable  access  to  advanced  education  opportunities. 

Where  Funds  Will  Go 

All  federal  resources  appropriated  into  the  fund  will  go  toward  the  specific  national  goals 
set  by  CPB,  in  consultation  with  all  involved  parties,  to  help  ensure  that  (1)  all  funds 
would  leverage  the  extensive  resources  already  available  to  public  broadcasting  at  the  local, 
community  level;  and  that  (2)  the  plan  would  directly  support  the  public-private  partnership 
being  put  in  place  between  public  broadcasting  and  the  national  business  community. 

If  the  $76  million  requested  is  appropriated  by  Congress,  CPB  would  distribute  available 
funds  to  the  following  activities: 
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Public  Telecommunications  -For-Educalion  Fund 
Planned  Allocations 

A.  Research  and  Development  $7,600,000 
CPB  would  use  these  funds  to: 

(1)  make  grants  for  the  application  of  tools  and  technologies  that 
promise  to  bring  technological  efficiencies,  in  addition  to  the  ones 
we  already  have,  to  the  creation  and  delivery  of  education 
programming  and  services; 

(2)  evaluate  the  usefulness  of  these  developments; 

(3)  plan  the  appropriate  integration  of  such  tools  and  technologies;  and, 

(4)  pilot  test  such  tools  and  technologies. 

B.  Program  Production  $30,400,000 

CPB  would  use  these  funds  to  support  the  development  and  production  of 
specific  educational  programming  and  ancillary  educational  materials  to  be 
distributed  via  public  broadcasting's  expanded  telecommunications  highway 
and  other  non-broadcast  technologies.  Supported  programming  would  focus 
on  specific  education  objectives  key  to  national  education  goals. 

C.  Education  Service  Grants  $38,000,000 

CPB  would  use  these  funds  to  make  individual  grants  to  public  radio  and 
television  stations  that  use  the  resources  of  their  station  to  support  objectives  of 
the  Public  Telecommunications-For-Education  Fund  at  the  local  level. 
Stations  meeting  specific  performance-related  eligibility  requirements  would  be 
awarded  Education  Service  Grants  to  be  used  to  support  and  leverage  local 
initiatives. 
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Goals  of  the  CPB  Plan 

After  six  months  of  in-depth  discussion  with  business,  education,  and  governmental 
leadership,  CPB's  effort  has  become  focused  on  the  following  general  programmatic  goals: 

•  to  develop  a  comprehensive  package  of  instructional  and  motivational  materials 
for  use  by  pre-school  aged  children  while  in  the  care  of  day  care  providers  and  at 
home; 

•  to  leverage  all  existing  technologies  and  new  ones  as  they  are  proven  effective  to 
assure  that  state-of-the-art  tools  are  being  used  to  address  critical  education 
issues; 

•  to  develop  programming  that  supports  a  kindergarten  to  grade  12  curriculum 
(i.e.,  K-12)  that  will  utilize  the  most  advanced  instructional  designs  available, 
including  interactive,  modularization  and  other  emerging  applications  of 
technology  to  instructional  programming  such  as  video-disc  to  ensure  the  highest 
possible  return  investment; 

•  to  develop  a  collection  of  instructional  services  aimed  at  improving  student  and 
teacher  skills  in  math  and  science  using  all  appropriate  technologies; 

•  to  develop  comprehensive,  in-service  training  for  teachers  to  ensure  that  they 
bring  the  most  current  information  in  their  field  into  the  classroom  regardless  of 
their  school's  financial  resources  or  geographic  location; 

•  to  develop  a  universally  available  literacy  program  that  guarantees  free, 
accessible,  literacy  training  for  any  American  who  wants  it; 

•  to  use  public  telecommunications  resources  to  develop  and  deliver  job  skills 
retraining  to  ensure  that  America's  labor  force  has  the  resources  to  respond  to  the 
need  to  learn  new  skills  to  compete  in  today's  international  labor  market;  and, 

•  to  develop  and  maintain  an  ongoing,  comprehensive  effort  to  make  Americans 
aware  of,  and  to  encourage  their  participation  in,  solving  local  and  national 
education  problems,  including  encouraging  their  commitment  to  develop  and 
sustain  high-quality,  drug-free  school  systems  in  their  communities. 
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What  Will  The  Federal  Government  Receive  For  Its  Investment  ? 

In  addition  to  the  substantial  continuing  involvement  of  public  broadcasting  in  current 
educational  programs  and  services,  Congress  could  be  assured  of  the  active  commitment  of 
CPB,  leaders  from  within  public  broadcasting,  and  public  broadcasting  stations  throughout 
the  United  States  to  work  toward  achieving  national  goals  for  education.  Specifically, 
federal  support  for  the  new  Public  Telecommunication-For-Education  Fund  will 
return  direct  benefits  to  the  country,  if  funding  is  forthcoming. 

First  public  broadcasting  will  use  its  media  resources  to  provide  a  continuing,  high- 
profile,  national  forum  for  discussing  issues  relating  to  American  education  performance. 
problems  and  possible  solutions.  This  effort  at  the  national  level  will  be  supplemented  by 
similar  forums  at  the  community  level  throughout  the  country,  thus  providing  all  concerned 
parties  with  a  forum  for  forging  consensus  and  undertaking  action  in  their  communities. 

Second.  Congress  will  greatly  increase  the  return  on  its  investment  in  new  satellite 
interconnection  systems,  far  greater  than  imagined  when  it  authorized  $200  million  for  that 
project  in  1988.  Accelerating  change  in  education  services  and  improvements  in  education 
performance  is  absolutely  critical  if  the  country  is  to  reach  the  goals  set  for  the  year  2000. 
CPB  is  already  committing  funds  for  planning  research  and  awareness  building  to  ensure 
that  public  broadcasting  is  prepared  in  FY  1994  to  exploit  these  new  technologies  when 
targeted  federal  funds  become  available. 

Third.  CPB  can  assure  Congress  that  any  advances  in  telecommunications  technologies  are 
widely  available  to  all  sectors  of  society,  specifically  including  the  public  sector,  at  the  most 
reasonable  costs  possible  and  that  those  advances  are  applied  directly  to  solving  problems 
that  will  have  serious  national  consequences  if  unsolved.  Additionally,  Congress  is 
assured  that  it  is  using  scarce  national  funds  to  create  solutions  to  problems  that  affect  every 
state  and  local  government  in  the  nation.  The  savings  that  can  accrue  to  all  levels  of 
government  from  applying  new  emerging  technologies  to  problems  in  the  public  sector 
benefit  everyone. 

Fourth,  public  broadcasting  will  directly  involve  business  leaders  and  educators  in  defining 
problems  and  possible  solutions  to  education  problems  both  locally  and  at  the  national 
level. 

Finally.  Congress  will  be  able  to  make  a  direct,  cost-effective  contribution  toward 
achieving  national  goals  for  education  through  the  leveraging  of  assets  already  in  place 
within  American  public  broadcasting. 
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IN  CONCLUSION 

The  President  and  Congress  have  identified  education  as  one  of  the  main  domestic  priorities 
in  the  FY  1992  budget  and  for  the  102nd  Congress.  Through  this  proposal,  CPB  is 
offering  both  Congress  and  the  President  a  way  of  assertively  addressing  national  problems 
in  education  in  a  very  efficient  way  by  applying  emerging  new  technologies  and  available 
resources.  The  infrastructure  is  in  place  within  public  broadcasting  to  take  immediate 
advantage  of  all  available  federal  funds.  CPB  and  public  broadcasting  are  committed  to 
laying  the  groundwork  necessary  to  act  quickly  and  comprehensively  in  FY  1994,  when 
funds  become  available.  This  preparation  assures  that  Congress,  the  President,  and  the 
American  people  will  get  a  significant,  immediate  return  on  their  investment  if  funds  are 
appropriated. 
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Proposal  to  Increase  Funding  For 

The  Public  Broadcasting  Fund 


THE  OPPORTUNITY 

Appropriations  to  the  Public  Broadcasting  Fund  provide  approximately  14  percent  of 
the  operating  revenues  of  public  television  and  20  percent  of  the  operating  revenues  of 
public  radio  in  the  United  States  (1989  data).  However,  the  impact  on  the  nation's  public 
broadcasters  and  producers  of  television  programs  is  greater  than  these  percentages 
suggest.  Appropriated  federal  funds  represent  the  most  secure,  known  revenues  for  many, 
if  not  most,  stations.  Advance  funding  from  Congress  sets  actual  appropriations  levels  two 
years  before  stations  receive  their  funds  from  CPB.  Consequently,  these  funds  are  the 
base  from  which  stations  and  program  producers  build  their  station  services  and  plan  actual 
program  productions.  These  first  federal  funds  attract  state  government  and  foundation 
support  which  in  turn  allows  stations  and  producers  to  create  the  programs  that  attract 
viewers  and  their  direct  support.  This  cycle  of  funding  explains  the  financial  dilemma  for 
public  broadcasting  and  shows  why  federal  funds  are  so  critical.  Federal  funds  are  the 
magnet  that  draws  all  other  funds  to  the  system.  Producers  use  CPB  grants  as 
development  money,  stations  use  CPB  grants  to  assure  state  support,  and  stations  use  CPB 
funded  programs  to  attract  viewer  and  listener  support. 

In  exchange  for  this  federal  contribution,  American  citizens  enjoy  the  use  of  thousands  of 
hours  of  radio  and  television  programming  that  educates,  informs,  and  enlightens  children 
and  adults  alike.  In  addition,  they  benefit  from  nearly  700  locally  focused  public  radio  and 
television  stations  throughout  the  country.  (See  Appendix  F  for  CPB-supported  stations, 
listed  by  state). 

CPB's  request  for  $279  million  in  general  programming  support  amounts  to  less  than 
$1.08  annually  for  every  American,  less  than  36  cents  a  month  for  a  family  of  four.  The 
benefits  that  accrue  from  this  modest  federal  investment  far  exceed  the  amount  invested. 
The  value  of  this  investment  can  easily  be  returned  to  society  by  the  production  of  a  single 
program.  A  whole  generation  of  school  children  and  many  adults  will  understand  our 
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country's  heritage  better  by  having  watched  The  Civil  War  or  Eves  On  The  Prize  II. 
Copies  of  these  programs  will  be  in  schools  and  libraries  for  decades,  making  it  possible 
for  generations  of  Americans  to  understand  more  clearly  than  ever  before  our  nation's 
history.  These  programs,  and  along  with  hundreds  of  other  successful  programs  that  are 
produced  each  year,  would  not  have  been  produced  by  a  commercial-based  system  where 
entertainment  values  control  virtually  all  programs,  including  news  and  public  affairs. 

Public  broadcasting  is  one  of  the  most  diverse  and  inexpensive  methods  available  today  for 
informing  viewers  and  listeners  about  local,  regional  and  national  events  and  issues  that 
affect  their  lives.  It  mirrors  the  needs  and  concerns  of  local  communities  throughout  the 
country  because  stations  are  integral  parts  of  the  communities  from  which  they  also  receive 
the  bulk  of  their  financial  support  Local  public  television  or  radio  stations  are  the  one 
source  of  information  over  which  citizens,  at  the  community  level,  have  ultimate  control. 
In  fact,  CPB  grant  eligibility  rules  require  local  support  to  be  in  place  before  a  station  can 
receive  any  federal  funds.  These  local  efforts  determine  the  viability  of  each  station  and 
now  provide  more  than  four  of  every  five  operating  dollars  for  the  average  station. 

THE  NEED  FOR  FEDERAL  SUPPORT 

CPB  is  asking  Congress  to  appropriate  $279  million  to  the  Public  Broadcasting  Fund 
for  the  general  support  of  public  broadcasting  in  FY  1994,  $25.7  million  or  (10.2  percent) 
more  than  FY  1993  appropriated  levels  of  $253.3  million.  These  FY  1994  funds  would  be 
used  to  continue  current  support  levels  for  existing  public  broadcasting  services  through 
FY  1994,  to  develop  new  programming  services  and  to  fulfill  other  responsibilities  placed 
on  CPB  by  Congress.  A  large  portion  of  the  increase  in  funds  would  simply  assist 
producers  and  stations  in  absorbing  some  of  the  increase  in  general  costs  due  to  inflation 
between  FY  1992  and  FY  1994.  Additionally,  the  expanded  education  services  proposal 
presented  later  depends  heavily  on  the  health  and  continued  vitality  of  the  underlying  public 
broadcasting  system.  A  key  element  of  that  proposal  is  the  involvement  of  stations 
throughout  the  system  Public  broadcasting  stations,  especially  those  in  economically 
troubled  parts  of  the  country,  will  need  sustained  general  support  from  CPB  to  be  active 
partners  in  the  education  services  project 

Congressional  appropriations  into  the  Public  Broadcasting  Fund  have  not  increased 
materially  in  two  years  and  have  not  begun  to  keep  pace  with  the  increase  in  the  national 
cost  of  goods  and  services. 
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Recent  Appropriations  to  CPB 


Fiscal  Year 

FY  1989 
FY  1990 
FY  1991 
FY  1992 
FY  1993 


Amount 


%  Change 


$228,000,000 
229,391,000 
242,060,000 
251,030,000 
253,309,000 


0.6% 
5.5% 
3.6% 
0.9  % 


As  this  table  shows,  appropriations  to  CPB  have  increased  only  1 1  percent,  or  $25.3 
million,  over  the  last  five  budget  years,  an  average  annual  rate  of  2.6  percent.  Using  a 
conservative  annual  inflation  rate  of  four  percent,  Congress  would  have  to  appropriate 
more  than  $277  million  in  FY  1994,  simply  to  bring  federal  support  back  up  to  the  level 
reached  in  FY  1989.  During  that  same  five  year  period,  at  least  1 1  new  public  television 
stations  and  19  new  public  radio  stations  have  become  eligible  for  CPB  grants.  These  new 
stations,  while  adding  needed  service  to  areas  not  served,  have  further  diluted  the  funds 
available  for  all  stations  over  the  past  five  years. 

Consequently,  CPB's  request  for  $279  million  for  FY  1994  will  simply 
restore  federal  appropriations  for  general  system  support  through  the 
Public  Broadcasting  Fund  to  the  funding  levels  reached  in  FY  1989. 
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CPB  REQUESTS  $279  MILLION  FOR  GENERAL  SUPPORT 

CPB  requests  that  $279  million  be  appropriated  into  the  Public  Broadcasting  Fund  for 
FY  1994  to  be  used  for  the  purposes  specified  by  Congress  in  the  Public  Broadcasting  Act 
of  1967,  as  amended.  Congress  has  specified  an  allocation  formula  in  statute  for  all  funds 
appropriated  to  CPB  from  the  Public  Broadcasting  Fund.  That  formula  has  two  stages. 
The  first  allocates  funds  to  system  support  projects,  station  grants  and  programming  and 
funds  for  CPB's  own  operations.  The  second  stage  specifies  the  allocation  of  funds  set 
aside  for  public  radio  and  television  stations  and  programming.  CPB  is  proposing  to 
modify  this  formula  to  allow  CPB  to  retain  5  percent  of  appropriated  funds  for  CPB 
corporate  operations.  Current  law  allows  CPB  to  use  approximately  4.5  percent  for  such 
costs.  This  compares  with  about  10  percent  authorized  for  government  agencies 
performing  similar  functions. 

The  result  of  these  statutory  provisions,  including  the  assumption  that  CPB's  requested 
changes  will  be  put  in  effect  for  FY  1994,  is  reflected  in  the  following  table. 

The  Distribution  of  Appropriations 

($  in  millions,  rounded  to  nearest  $100,000) 

Enacted  Requested 

FY  1993  FY  1994 

Appropriation  Funds  Change 

PUBLIC  BROADCASTING  FUND 


Programming  Support 


Television: 

-  Community  Service  Grants 

$127.1 

$139.7 

+$12.6 

-  Program  Production 

42.4 

46.$ 

$169.5 

$186.3 

+$16.8 

Radio: 

-  Community  Service  Grants 

$39.5 

$43.5 

+$4.0 

-  Program  Production 

16.9 

1$.<? 

±L2 

$56.4 

$62.1 

+$5.7 

Other  System  Support 

$15.2 

$16.7 

+$1.5 

Corporate  Operations  (*) 

12.2 

13.9 

±L2 

$27.4 

$30.6 

+$3.2 

Total 

$253.3 

$279.0 

+$25.7 

(*)  Capped  by  Public  Law  100-626  for  1989  and  adjusted  by  statutory  formula  for  FY  1993. 
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THE  PUBLIC  BROADCASTING  FUND 

Under  legislative  provisions  proposed  for  FY  1994  by  CPB,  66.8  percent  of  all 
appropriated  funds  would  go  to  public  television  stations  or  to  producers  of  television 
programs  (67.1  percent  under  current  law)  and  22.3  percent  would  go  to  public  radio 
stations  or  to  producers  of  public  radio  programs  (22.4  percent  under  current  law).  Six 
percent  must  go  to  system  support  activities  (no  change  from  current  law)  while  the 
remaining  5  percent  would  be  available  for  CPB's  direct  operating  costs  (4.5  percent  under 
current  law). 

Within  these  limits,  CPB  is  tasked  with  the  responsibility  for  developing  rules,  regulations 
and  procedures  that  assure  that  these  funds  are  used  to  further  the  goals  Congress  has  set 
for  the  Corporation  (47  U.S.C.  §  396  (g)): 

•  facilitate  the  full  development  of  public  telecommunications  in  which  programs  of 
high-quality,  diversity,  creativity,  excellence,  and  innovation,  which  are  obtained 
from  diverse  sources,  will  be  made  available  to  public  telecommunications  entities, 
with  adherence  to  objectivity  and  balance  in  all  programs  or  series  of  programs  of  a 
controversial  nature; 

•  assist  in  the  establishment  and  development  of  one  or  more  interconnection 
systems  to  be  used  for  the  distribution  of  public  telecommunications  services  so 
that  all  public  telecommunications  entities  may  disseminate  such  services  at  times 
chosen  by  the  entities; 

•  assist  in  the  establishment  and  development  of  one  or  more  systems  of  public 
telecommunications  entities  throughout  the  United  States;  and, 

•  carry  out  its  purposes  and  functions  and  engage  in  its  activities  in  ways  that  will 
most  effectively  assure  the  maximum  freedom  of  public  telecommunications 
entities  and  systems  from  interference  with,  and  control  of,  program  content  or 
other  activities. 

CPB's  request  for  $279  million  for  FY  1994  would  be  used  to  pursue  these  goals  through 
the  following  programs  and  activities. 
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Direct  Support  of  Public  Television 

In  FY  1994,  $186.3  million  would  be  used  directly  to  support  public  television  through 
direct  station  grants  and  partially  to  support  the  direct  costs  of  producing  public  television 
programs  and  ancillary  materials  that  exploit  the  educational  value  of  such  programs.  By 
law,  75  percent  of  these  funds  must  be  distributed  to  individual  public  television  stations  in 
the  form  of  general  operating  grants,  and  twenty-five  percent  must  be  used  by  CPB  to 
directly  support  the  creation  and  production  of  television  programming.  A  full 
appropriation  of  the  $279  million  requested  for  the  Public  Broadcasting  Fund  would  result 
in  the  following  changes  in  these  public  television  allocations  in  FY  1994  compared  to  FY 
1993: 


Requested  Change  in  Allocations  to 

Public  Television:  FY  1993-1994 
($  in  millions,  rounded  to  nearest  $100,000) 

Enacted  CPB's 
FY  1993  FY  1994 

Appropriation        Request  Change 


Direct  Support  of  Public  Television 
Community  Service  Grants 
Television  Programming 
Total 


$127.1  $139.7  +$12.6 

42.4  46.6  +4.2 

$169.5  $1863  +$16.8 


Community  Service  Grants:  Public  Television 
Current  CPB  Program 

In  FY  1990,  CPB  provided  Community  Service  Grants  to  194  public  television  licensees. 
The  average  grant  was  for  approximately  $600,000,  with  grants  ranging  from  over  $5 
million  for  the  largest  stations  in  the  system  to  $275,000,  the  base  grant  awarded  for  being 
on  the  air  and  meeting  all  other  eligibility  criteria.  To  receive  a  television  Community 
Service  Grant,  a  station  must  meet  the  following  general  eligibility  criteria  [specific, 
detailed  criteria  are  available  from  CPB]: 
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The  station  must: 

•  be  a  full  power,  on-the-air,  UHF  or  VHF  station  operating  under  a  non- 
commercial educational  license  granted  by  the  FCC; 

•  be  headed  by  a  manager  with  programming  and  budget  responsibility  and 
authority; 

•  have  a  full-time  staff  of  ten,  five  of  whom  must  be  regular  full-time 
employees,  none  of  whom  can  be  paid  for  with  CSG  funds;  and, 

•  have  at  least  $450,000  in  non-federal  income  and  be  able  to  demonstrate 
financial  viability  and  local  support. 

In  addition  to  these  specific  criteria,  stations  must  meet  other  program  production  and 
broadcasting  requirements  that  have  been  established  by  CPB  in  consultation  with  the 
public  television  community.  Grants  to  all  certified  stations  are  released  in  two  payments 
made  in  November  and  February  of  each  CPB  Fiscal  Year. 

Allocation  of  Additional  FY  1994  Funds:  $12.6  million 

If  CPB's  full  request  is  funded,  $12.6  million  in  additional  CSG  funds  would  be 
distributed  to  eligible  public  television  stations  in  FY  1994  above  that  now  planned  for  FY 
1993.  This  would  mean  that  the  average  CSG  might  grow  by  $65,000  between  FY  1993 
and  FY  1994,  if  no  new  stations  become  eligible  for  a  CPB  grant  during  the  year. 

Direct  Program  Production  Assistance:  Public  Television 

Current  CPB  Program 

In  FY  1990,  $38.4  million  was  allocated  directly  to  public  television  national  program 
production  from  a  total  appropriation  of  $229.4  million.  These  funds,  along  with  a  portion 
of  CPB's  interest  income,  were  used  to: 

•  provide  significant  sustaining  support  to  major  public  television  series  such 
as  American  Playhouse.  Great  Performances.  Frontline.  The 
MacNeil/Lehrer  NewsHour.  WonderWorks.  Reading  Rainbow  and  Square 
One  TV: 

•  underwrite  a  multimillion  dollar  commitment  to  the  independent  television 
production  community; 
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•  establish  a  multimillion  dollar  pool  of  programming  dollars  targeted 
specifically  toward  programs  produced  by  minorities; 

•  provide  partial  funding  for  18  separate  television  productions  through  a 
national,  competitive  "open  solicitation"  (both  series  and  individual 
programs)  ranging  from  a  one-hour  documentary  about  the  epic  trek  of  the 
Kiowa  Indians,  to  renewed  funding  for  a  fifth  season  of  American  Masters: 
and, 

•  fund  the  fourth  year  of  the  Public  Television  Challenge  Fund  (a  $5  million 
pool  of  production  funds,  matched  dollar-for-dollar  with  funds  from 
individual  stations)  that  will  result  in  the  production  of  a  new  documentary 
on  the  History  of  Baseball  bv  the  producer  of  the  Civil  War,  and  in  the 
production  of  a  weekly  series  aimed  at  teaching  geography  to  9  to  13-year- 
olds  entided  Where  In  The  World  Is  Carmen  Sandiego?: 

These  and  similar  projects  were  the  direct  beneficiaries  of  FY  1990  appropriated  funds 
earmarked  for  public  television  program  production  and  selected  for  funding  by  CPB. 


Allocation  of  Added  FY  1994  Funds:  $4.2  million 

CPB  would  use  any  additional  funds  available  in  FY  1994  to  support  and  expand  national 
public  television  programming  projects  similar  to  the  ones  cited  above.  These  programs 
would  continue  to  be  available  to  eligible  public  television  stations  throughout  the  country. 
Any  new  programming  selected  for  support  by  CPB  will  reflect  programming  priorities 
established  by  an  annual  assessment  of  programming  needs  conducted  in  cooperation  with 
the  entire  public  broadcasting  system. 

The  added  funds  requested  for  FY  1994  would  allow  CPB  to  expand  its  role  as  a  catalyst 
for  programming  innovation  and  experimentation  within  American  public  broadcasting 
while  also  attracting  more  outside  funding  as  CPB's  annual  report  documents.  CPB 
program  support  is  a  prime  factor  in  attracting  other,  non-federal  contributions. 
Consequently,  the  addition  of  $4.2  million  in  direct  programming  support  can  be  expected 
to  attract  four  to  five  times  that  amount  in  non-federal  support  to  public  broadcasting. 

This  process,  whereby  CPB  funding  attracts  outside  funding  to  programming  projects 
conceived  and/or  nurtured  by  CPB,  is  evidence  of  the  power  of  federal  funds  to  attract 
other  non-federal  funds  to  public  broadcasting.  The  results  of  this  leveraging  process  is 
that  more  than  five  dollars  are  raised  throughout  the  system  for  every  one  federal  dollar 
invested.  If  that  ratio  were  to  hold  for  1994,  the  $4.2  million  added  to  national 
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programming  support  will  result  in  the  contribution  of  more  than  $20  million  in  additional 
non-federal  support  and  in  more  than  $24  million  in  high-quality,  national  programming 
that  can  be  expected  to  reach  millions  of  Americans  when  it  airs  on  public  television. 


Under  law,  CPB  would  allocate  22.3  percent  of  the  $279  million  or  $62.1  million  to 
direcdy  support  public  radio  in  1994  if  its  proposals  were  adopted  (22.4  percent  or  $62.4 
million  under  current  law).  Seventy  percent  of  these  funds  must,  in  turn,  be  allocated  to 
Community  Service  Grants  to  individual  stations  while  30  percent  is  allocated  to  national 
programming  (23  percent  to  stations  in  the  form  of  program  grants  and  7  percent  to  be 
directly  awarded  by  CPB  to  program  producers  of  national  programs  through  a  competitive 
selection  process).  A  full  appropriation  of  the  $279  million  requested  for  the  Public 
Broadcasting  Fund  would  result  in  the  following  changes  in  these  public  radio  allocations 
in  FY  1994  compared  to  FY  1993: 


Direct  Support  of  Public  Radio 


Requested  Change  in  Allocations  to 

Public  Radio:  FY  1993-1994 
($  in  millions,  rounded  to  nearest  $100,000) 


Enacted 
FY  1993 
Appropriation 


CPB's 
FY  1994 
Request 


Change 


Direct  Support  of  Public  Radio 
Community  Service  Grants 
Program  Production/Acquisition  Grants 
Radio  Programming 


$39.5 
13.0 

$56.4 


$43.5 
14.3 

$62.1 


+$4.0 
+1.3 
+0.4 

+$5.7 


Total 
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Community  Service  Grants:  Public  Radio 


Current  CPB  Program 

In  FY  1990,  CPB  provided  Community  Service  Grants  to  313  public  radio  stations.  The 
average  grant  was  approximately  $1 15,000,  with  grants  ranging  from  a  basic  grant  of 
$23,000  to  grants  of  more  than  $800,000  for  larger  stations  in  the  system.  To  receive  a 
radio  Community  Service  Grant,  a  station  must  meet  the  following  general  eligibility 
criteria  [specific,  detailed  criteria  are  available  from  CPB]  and  the  station  must: 

•  be  an  AM  or  FM  radio  station  operating  under  a  non-commercial  educational 
license  granted  by  the  FCC  with  sufficient  power  to  provide  primary  signal 
coverage  in  the  community  of  license; 

•  have  a  minimum  of  five  full-time  regular  employees  of  which  at  least  three 
must  be  managers  or  professional  positions.  These  positions  cannot  be  paid 
for  with  federal  funds;  and, 

•  have  a  minimum  non-federal  annual  income  of  $150,000,  and  must  be  able 
to  demonstrate  its  financial  viability  prior  to  being  qualified  for  a  CPB  grant. 

In  addition  to  these  specific  criteria,  stations  must  meet  other  program  production  and 
broadcasting  requirements  that  have  been  established  by  CPB  in  consultation  with  the 
public  radio  community.  Grants  to  all  certified  stations  are  released  in  two  payments  made 
in  November  and  February  of  each  CPB  Fiscal  Year. 

Allocation  of  Added  FY  1994  Funds:  $4.0  million 

In  1990,  at  the  direction  and  with  the  encouragement  of  Congress,  CPB  adopted  a  program 
to  expand  the  number  of  public  radio  stations,  especially  those  that  reach  areas  of  the 
country  not  being  served  by  existing  stations  and  stations  providing  unique  services  that 
address  the  specific  needs  of  particular  audiences.  However,  adequate  federal  funding  for 
financing  this  directive  was  not  forthcoming  from  Congress.  Limited  funding  for  several 
grant  programs  to  address  these  two  needs  has  been  set  aside  from  funds  designated  for 
station  grants.  This  effort  to  expand  public  radio,  while  endorsed  by  the  public  radio 
community,  is  putting  a  significant  drain  on  funds  that  otherwise  would  go  to  existing 
public  radio  stations. 
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As  a  result  of  the  adopted  Public  Radio  Expansion  Plan,  general  Community  Service 
Grants  grew  by  only  $1,000  between  FY  1990  and  1991,  or  less  than  9/10ths  of  one 
percent  while  the  federal  appropriation  grew  by  5.5  percent.  During  this  same  period, 
national  price  indexes  showed  that  the  general  inflation  rate  was  more  than  five  percent  By 
expanding  the  number  of  eligible  stations  receiving  CPB  grant  funds,  CPB  is  forced  to 
spread  available  funds  across  more  stations,  thus  effectively  penalizing  existing  public 
radio  stations  by  cutting  their  CSGs,  to  bring  public  radio  service  to  unserved  areas.  This 
problem  will  grow  as  more  stations  seek  to  join  the  system.  Thus,  CPB  is  put  in  the 
position  of  choosing  between  new  stations  bringing  first  service  to  new  areas  or  audiences, 
or  ensuring  that  currendy  eligible  stations  remain  financially  viable.  Both  groups  are 
critical  to  the  health  of  public  radio.  Neither  is  being  well  served  by  current  federal  funding 
levels. 

Since  appropriations  for  FY  1992  ($251  million)  and  FY  1993  ($253.3  million)  will  allow 
no  significant  additional  growth  in  the  pool  of  funds  available  for  radio  Community  Service 
Grants,  the  expected  growth  in  the  number  of  grant-eligible  stations  will  continue  to  erode 
the  value  of  Community  Service  Grants  to  any  individual  station.  CPB's  FY  1994  request 
would  allow  CPB  to  raise  the  radio  pool  by  $4.0  million,  or  slighdy  less  than  10  percent 
While  this  amount  would  hardly  restore  lost  buying  power,  it  would  help  stabilize  existing 
stations  that  will  have  not  experienced  any  growth  in  their  CSGs  in  more  than  four  years. 

The  sustained  health  of  all  existing  public  radio  grantees  is  considered  essential  to  the 
economic  viability  of  the  entire  public  radio  system  The  economics  of  public  radio 
requires  many,  often  small,  public  radio  stations  to  contribute  to  the  good  of  the  whole 
system.  If  many  public  radio  stations  are  put  at  risk  due  to  economic  events  beyond  their 
control,  the  very  health  of  the  entire  system  is  at  risk. 

Over  the  next  several  years,  the  number  of  public  radio  stations  receiving  assistance  from 
CPB  is  expected  to  grow  faster  than  the  growth  of  available  funds.  At  current  funding 
levels,  stations  already  receiving  CPB  support  are  having  their  own  grants  reduced  to  allow 
for  system  expansion.  Additional  federal  support  would  be  needed  in  FY  1994  and  beyond 
to  allow  for  growth  and  to  help  mitigate  the  cumulative  effects  of  inflation  on  station 
operating  budgets. 
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Direct  Program  Production  Assistance:  Public  Radio 
Current  CPB  Program 

As  required  by  current  law,  CPB  supports  the  production  of  public  radio  programming 
through  two  distinct  programs:  National  Program  Production  and  Acquisition  Grants 
(NPPAGs)  and  direct  grants  to  producers  of  public  radio  programs.  In  FY  1990,  $15.4 
million  was  directly  allocated  to  these  two  programs.  In  1990,  stations  used  their  grants  to 
support  much  of  the  nationally  distributed  public  radio  service,  while  CPB  directed  its 
resources  to  support  programs  as  diverse  as  Marketplace,  a  daily  magazine  of  international 
business,  and  After  Columbus,  a  documentary  series  that  will  examine  the  Columbian 
Quincentenary  from  the  viewpoint  of  native  peoples.  These  and  similar  programs  are 
discovered  and  supported  by  CPB  until  they  have  had  a  chance  to  be  tested  by  the  public 
radio  marketplace,  where  they  are  eventually  expected  to  find  sustaining  financial  support 

National  Program  Production  and  Acquisition  Grants  (NPPAGs) 

In  FY  1990,  CPB  made  NPPAG  grants  to  313  individual  public  radio  stations,  averaging 
nearly  $43,000,  with  some  as  small  as  $8,500  and  the  largest  approximately  $300,000. 
Stations  used  these  grants  to  produce  or  acquire  national  public  radio  programming  or  to 
promote  or  distribute  such  programming.  These  grants,  while  more  restrictive  than  CSGs, 
are  experiencing  the  same  pressure  from  new  stations  coming  into  the  public  radio  system 

Funds  specifically  allocated  to  radio  NPPAGs  would  increase  by  $1.3  million  to  $14.3 
million,  if  Congress  appropriates  the  full  $279  million  requested.  This  increase  would  help 
existing  stations  maintain  their  current  schedules  while  allowing  more  stations  to  benefit 
from  national  prograrriming  supported  by  the  added  funds. 

Direct  Support  of  National  Programming 

If  Congress  appropriates  $279  million  to  the  Public  Broadcasting  Fund  in  FY  1994,  an 
additional  $400,000  would  be  allocated  to  CPB's  radio  program  fund  toward  the 
production  of  radio  programming.  CPB  uses  these  funds  to  create  new  series  or  program 
strands  that  might  not  otherwise  be  produced,  be  aired,  or  succeed  initially  in  the  public 
broadcasting  marketplace  without  CPB's  support  CPB  specifically  targets  resources 
allocated  to  its  radio  program  fund  toward  programming  that  shows  innovation  in  the 
medium  and  takes  programmatic  risks. 
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These  programming  goals  are  consistent  with  the  direction  Congress  has  given  CPB  for  the 
application  of  funds  allocated  to  radio.  Combined  with  the  new  satellite  system,  these 
projects  would  help  bring  diverse  public  radio  programming  to  all  areas  of  the  country 
where  such  service  is  technically  possible  and  to  diverse  audiences  in  markets  already 
serviced  by  a  public  radio  outlet 
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System  Support  Activities 

CPB  is  required  by  law  to  allocate  six  percent  of  all  appropriated  funds  to  projects  that  will 
contribute  to  the  general  welfare  of  public  broadcasting.  If  Congress  appropriates  $279 
million,  as  requested  by  CPB,  funds  set  aside  by  Congress  for  such  projects  would  grow 
from  $15.2  million  to  $16.7  million. 


Requested  Change  in  Allocations  to 
System  Support  Activities:  FY  1993-1994 
($  in  millions,  rounded  to  nearest  $100,000) 

Enacted  CPB's 
FY  1993  FY  1994 


System  Support  Activities 


Appropriation        Request  Cfongg 


$15.2  $16.7  +$1.5 


System  Support  Activities 

Current  CPB  Program 

CPB  uses  these  funds  to  support  one-half  of  the  satellite  interconnection  operating  costs  for 
public  television,  to  underwrite  the  costs  of  music  copyright  royalties  and  other  fees  for 
both  public  radio  and  television,  and  to  underwrite  projects  and  activities  that  benefit  from 
coordinated  planning  and  implementation  at  the  national  level  or  where  national  economies 
of  scale  are  available  that  benefit  the  entire  system.  Nearly  half  of  each  year's  pool 
goes  to  interconnection  operations  and  royalties  payments,  effectively 
leaving  CPB  with  approximately  3  percent  of  all  appropriated  funds  for 
"discretionary"  projects  to  carry  out  other  Congressional  mandates 
authorized  or  directed  in  our  legislative  history.  In  FY  1990,  CPB  used  some  of 
these  latter  resources  to  initiate  a  System  Development  Fund  (SDF)  that  has  been  designed 
to  target  scarce  discretionary  funds  to  the  most  needed  non-production  areas  of  public 
broadcasting.  In  FY  1990,  the  SDF  completed  its  first  round  of -grants  making.  During 
that  competitive  process,  projects  such  as  The  Family  Literacy  Alliance,  an  18-month 
collaboration  to  fight  illiteracy,  expand  viewership,  and  create  affordable  community 
outreach  program  models  for  public  television,  received  limited  SDF  support 
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Allocation  of  Added  FY  1994  Funds:  $1.5  million 

Any  funds  added  to  System  Support  would  be  allocated  by  the  CPB  Board  consistent  with 
opportunities  and  needs  that  become  apparent  during  the  annual  CPB  budget  development 
process.  Resources  in  this  program  area  represent  the  sole  source  of  totally  unrestricted 
funds  under  current  law  available  to  CPB.  CPB  has  tried  to  direct  these  funds  toward 
projects  that  have  significant  benefits  to  large  portions  of  the  public  broadcasting 
community  but  where  alternative  sources  of  funding  are  scarce  or  non-existent,  such  as 
radio  reading  services  from  blind  listeners,  training  programs  for  station  staffs,  and  direct 
support  of  new  stations  through  grants  for  engineering  and  technical  assistance. 
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CPB  Administrative  Expenses 

In  1988,  Congress  set  CPB's  budget  for  administrative  expenses  for  FY  1989  at  a  fixed 
level  of  $10.2  million  and  allows  CPB  to  adjust  that  amount  annually  based  on  the  change 
in  the  Consumer  Price  Index  or  4  percent  whichever  is  larger.  CPB  is  preparing  to  ask 
Congressional  authorizing  committees,  with  jurisdiction  over  the  Public  Broadcasting  Act 
of  1967,  to  reestablish  a  specific  limit  of  5  percent  which  had  existed  in  public  law  prior  to 
1989.  CPB  believes  that  having  reasonable  and  prudent  resources  for  CPB's  own  direct 
and  indirect  administrative  responsibilities  is  essential  to  fulfilling  the  oversight  and 
leadership  tasks  placed  on  CPB  by  Congress.  CPB  uses  these  funds  for  all  direct  costs  of 
the  Corporation  as  well  as  for  costs  associated  with  selection  panels,  system  consultants 
and  other  costs  directly  supporting  the  stations  or  the  program  selection  process.  Full 
accountability  for  a  fixed  percent  of  all  available  funds  is  the  best  way,  in  CPB's  opinion, 
to  assure  that  CPB's  operating  decisions  are  not  dictated  by  accounting  procedures. 
Government  agencies  performing  similar  functions  are  allowed  about  12  percent  of  their 
appropriations  for  these  purposes. 

Requested  Change  in  Allocations  to 
CPB  Administrative  Expenses:  FY  1993-1994 
($  in  millions,  rounded  to  nearest  $100,000) 

Enacted  CPB's 
FY  1993  FY  1994 

Appropriation        Request  Change 

Administrative  Expenses 

$122  $13.9  +$1.7 

Current  CPB  Program 

CPB  currently  uses  its  administrative  funds  to  fully  fund  all  the  labor  and  logistical  costs  of 
operating  the  Corporation,  including  (1)  the  costs  of  selecting  programs  through  a 
Congressionally  required  advisory  panel  review  process,  (2)  overseeing  the  appropriate 
execution  of  grants  and  contracts  approved  for  funding,  (3)  auditing  the  activities  of 
program  producers,  and  (4)  conducting  administrative  activities.  It  performs  all  of  these 
tasks  with  a  staff  of  approximately  1 10  regular  employees. 
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Included  in  these  costs  are  the  costs  associated  with  the  implementation  of  relevant 
provisions  of  the  Inspector  General  Act,  as  well  as  the  costs  associated  with  numerous 
periodic  reporting  requirements  placed  on  CPB  by  Congress  in  recent  years. 

Allocation  of  Additional  FY  1994  Funds:  $1.8  million 

CPB  firmly  believes  that  the  record  has  shown  that  CPB  has  been  a  responsible  custodian 
of  all  appropriated  federal  funds  including  all  funds  used  for  the  general  support  of  the 
Corporation.  Full  discretion  over  five  percent  of  appropriated  funds  from  the  Public 
Broadcasting  Fund,  authority  similar  to  recent  public  law,  would  allow  CPB  to  continue  all 
current  efforts  in  support  of  the  ongoing  public  broadcasting  system. 

SUMMARY 


CPB  is  asking  Congress  to  appropriate  $279  million  for  general  support  of  public 
broadcasting  in  FY  1994,  $25.7  million  more  than  the  amount  Congress  appropriated  for 
FY  1993.  This  10  percent  increase  would  allow  CPB  to  support  modest  increases  in 
support  for  stations  and  would  allow  CPB  to  expand  its  support  of  national  programming 
in  both  television  and  radio  in  some  areas.  Most  importantly,  it  would  reverse  the  erosion 
of  the  buying  power  of  federal  grants  experienced  in  recent  years  and  would  return  federal 
support  to  levels  last  reached  in  FY  1989. 

In  addition,  CPB  would  use  these  federal  funds,  in  concert  with  $76  million  in  funds 
requested  to  be  appropriated  into  the  Public  Telecommunications-For-Education 
Fund,  to  help  the  country  deal  with  pressing  social  issues  and  improve  American 
educational  achievement.  Federal  support  for  FY  1994,  at  the  levels  requested  by  CPB, 
would  make  American  public  broadcasting  an  essential  part  of  the  problem-solving 
infrastructure  of  the  country. 

Because  of  the  exciting,  new  education  services  and  other  programming 
opportunities  that  lie  ahead,  the  argument  for  federal  support  is  strong.  If 
the  country  is  to  capitalize  on  these  new  opportunities,  increased  support 
from  all  contributors,  including  the  federal  government  is  essential. 
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President's  Proposal  for  FY  1994 


The  President  has  proposed  that  Congress  appropriate  only  $260  million  to  the  Public 
Broadcasting  Fund  in  Fiscal  Year  1994  for  general  system  support,  and  has  ignored 
CPB's  request  that  it  be  given  additional  resources  specifically  to  develop  and  distribute 
new  education  services  intended  to  help  solve  problems  in  education  throughout  the 
country.  While  the  administration  acknowledges  that  public  broadcasting  plays  a  vital 
role  in  the  educational  and  cultural  development  of  our  nation,  it  claims  that  proposed 
funding  levels  will  allow  CPB  to  maintain  and  improve  public  service  programming 
and  to  meet  the  needs  of  American  public  telecommunications  without  additional  funds 
in  FY  1994.  The  following  table  compares  CPB's  FY  1994  request  to  the  President's 
proposal  for  FY  1994.  M 


CPB's  Request  Compared  to  the 
President's  Recommendations 


CPB's  CPB's  President's 

FY  1993  FY  1994  FY  1990 

Appropriation  Request  Budget 

Public  Broadcasting  Fund                    $253309,000  $279,000,000  $260,000,000 

Satellite  Replacement  Fund  65327,000  0  0 
Public  Telecommunications 

For-Education  Fund   Q  76.000.000   Q 

$318,636,000  $355,000,000  $260,000,000 


[1]  In  his  1992  Federal  Budget,  the  President  is  submitting  a  request  to  Congress  for  the  Public 
Broadcasting  Fund  for  FY  1994,  two  years  beyond  the  current  budget  year.  This  procedure  is 
consistent  with  the  practice  of  "advance  funding"  for  CPB  which  has  been  adopted  by  Congress  and  the 
President 
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COMPARISON  OF  THE  PRESIDENTS 
PROPOSALS  WITH  CPB'S  REQUEST 


Because  CPB  distributes  federal  funds  according  to  an  allocation  formula  established 
by  Congress,  the  President's  proposal  would  result  in  the  following  reductions  in 
available  funds  by  activity  as  compared  to  the  funding  levels  requested  by  CPB  for  FY 
1994: 


Comparison  of  FY  1994  Proposals 
by  Spending  Categories 
Set  by  Law 

($  in  millions,  rounded  to  the  nearest  $100,000) 


CPB's  President's 

Proposed  Proposed 

FY  1994  FY  1994 

Budget  Budget  Difference 

Television 


Community  Service  Grants  (CSGs)    $139.7  $130.3  -$9.4 

Program  Production                        46.6  43.4  -3.2 

$186.3  $173.7  -$12.6 

Radio 


Community  Service  Grants  (CSGs) 
Programming  Grants 
National  Program  Production  and 
Acquisition  Grants  (NPPAGs) 

System  Support 

Other  System  Support 
Corporate  Operations 


Total 

Public  Telecommunications- 
For-Education  Fund 


$43.5  $40.6  -$2.9 

14.3  13.3  -1.0 

$62.1  $58.0  -$4.1 

$16.7  $15.6  -$1.1 

$30.6  $28.3  -$2.3 

$279.0  $260.0  -$19.0 

$76.0  $0  -$76.0 
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CPB's  Position  On  The  President's 
Proposal  For  General  Support 

The  administration's  1994  proposal  for  CPB  appropriations  would  continue  the  recent 
trend  of  allowing  federal  support  for  public  broadcasting  through  CPB  to  decline 
relative  to  inflation,  thus  diminishing  relative  value  of  that  federal  support  An 
appropriation  of  $260  million  will  not  even  maintain  the  fiscal  status  quo  and  it  also 
does  not  approach  the  levels  necessary  to  meet  the  needs  of  public  radio  and  television 
and  their  audiences. 

Federal  support  for  public  broadcasting  must  be  judged  against  the  benefits  the  service 
delivers  to  taxpayers  and  to  the  nation  as  a  whole.  The  benefits  returned  to  society 
from  the  federal  investment  in  public  broadcasting  far  exceed  the  cost  of  that  support 
Public  broadcasting  is  demonstrably  a  very  effective  tool  that  can  be  used  to  help 
educate  and  inform  the  public  efficiently  and  effectively  at  a  cost  far  lower  than  many 
other  options  available  at  the  national  level.  With  a  new  interconnection  system  under 
construction  that  will  provide  service  until  the  year  2005,  the  infrastructure  is  in  place  to 
take  full  advantage  of  this  valuable  national  resource.  Now  is  not  the  time  to  under- 
invest  in  public  broadcasting. 

The  President's  Proposal 

The  President's  proposal  is  $19  million,  or  seven  percent  below  CPB's  requested  FY 
1994  funding  level  for  general  system  support  ($260  million  compared  to  CPB's 
request  for  $279  million).  More  importantly,  the  administration's  proposal  would 
provide  only  a  2.6  percent  increase  in  federal  funding  over  the  $253.3  million  already 
appropriated  for  FY  1993.  (This  latter  amount  was  reduced  by  sequestration  from 
$259,565,000  originally  appropriated).  The  President's  proposal  fails  to  keep  pace 
with  inflation;  ignores  the  additional  number  of  stations  qualified  to  receive  CPB 
assistance;  and,  would  allow  the  fiscal  erosion  of  the  value  of  federal  support  to 
continue  for  another  year.  On  the  other  hand,  CPB's  request  would  allow  the  federal 
government  and  audiences  everywhere  to  gain  from  the  substantial  benefits  and 
opportunities  available  from  using  public  broadcasting  effectively  to  help  deal  with 
issues  facing  the  country. 
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CPB's  federal  funds  are  allocated  by  statutory  formula.  The  formula  for  that  allocation 

is: 

ALLOCATION  OF  CPB'S  FEDERAL  FUNDS 


Allocated  I 
System  Support 


6.0%  |  Appropriated 
Funds 


4.6% 
(current  law) 

5% 
(proposed) 


of  all 
Appropriated  Funds 


Allocated 
to  Station  Grants 
or  Programming 


All  funds  reserved  by  law  for  direct  station  grants  or  grants  to  producers  of  programs 
are  allocated  by  the  following  formula: 

Balance  of  all 
Appropriated  Funds 
(89.4  %Current  Law 
89  %  Proposed) 


Allocated  to  Station  Grants 
or  Programming 


I 


75% 


(75%) 


(25%) 


To  Television  I 

To  Television  ■ 
CSGs  1 — 

To  Television  M  

Programming  ■ 

(70%) 


To  Radio 

NPPAGs  |  (23%) 


To  Radio 
Program  Fund  I  (7%) 
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A  comparison  of  how  CPB's  FY  1994  request  compares  to  the  President's 
recommendations  at  each  major  activity  level  follows. 

Impact  of  the  President's  Recommendations: 
Direct  Support  For  Public  Television 

This  program  category  includes  funds  for  (1)  grants  to  stations  for  operational  and 
programming  support;  and,  (2)  grants  to  help  produce  public  television  programs  for 
national  distribution. 


Comparison 
CPB  vs.  Administration 
Direct  Public  Television  Support 

($  in  millions,  rounded  to  the  nearest  $100,000) 


CPB's 
Proposed 
FY  1994 
Budget 


President's 
Proposed 
FY  1994 
Budget 


Difference 


Direct  Support  For  Public  Television 

Community  Service  Grants             $139.7  $130.3  -$9.4 

Program  Production                        46.6               43.4  -3.2 

$186.3  $173.7  -$12.6 


Federal  support  for  CPB  at  the  $260  million  level  would  seriously  restrict  CPB's  ability 
to  expand  support  for  national  programming  or  for  projects  aimed  at  increasing 
programming  opportunities  for  minority  and  independent  producers.  In  addition,  the 
reduced  growth  in  CSG  funds  available  under  the  administration's  proposal  would 
make  it  difficult  for  individual  stations  to  sustain  their  current  program  schedules 
because  the  costs  of  producing  high-quality  programming  is  rising  faster  than  revenues. 
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Impact  of  the  President's  Recommendations: 
Direct  Support  For  Public  Radio 

This  category  includes  funds  that  underwrite:  (1)  grants  to  public  radio  stations  for 
operations  and  programs;  (2)  grants  to  help  stations  produce  or  purchase  public  radio 
programming;  and,  (3)  funds  to  support  the  development  and  production  of  innovative 
radio  programming  that  might  not  otherwise  be  initially  viable  in  the  public  radio 
marketplace. 


Comparison 
CPB  vs.  Administration 
Direct  Public  Radio  Support 

($  in  millions,  rounded  to  the  nearest  $100,000) 

CPB's  President's 
Proposed  Proposed 


FY  1994  FY  1994 

Budget         Budget  Difference 


Direct  Support  For  Public  Radio 

Community  Service  Grants 
Programming  Grants 
Program  Production 


$43.5  $40.6  -$2.9 

14.3  13.3  -1.0 

_4J  Ai  ^2 

$62.1  $58.0  -$4.1 


At  the  $260  million  appropriations  level,  public  radio  would  continue  to  experience  a 
severe  loss  of  station  buying  power  as  the  effects  of  inflation  cut  into  the  fixed  pool  of 
available  funds  while  the  number  of  eligible  stations  grows,  thus  increasing  the  number 
of  grantees  for  the  same  pool  of  funds.  Marginally-funded  stations  and  stations  in 
thinly  populated  communities,  where  CPB  support  is  critical  to  staying  on  the  air, 
would  risk  failure.  At  this  funding  level,  plans  to  expand  the  support  of  new  and 
emerging  stations  would  have  to  be  severely  curtailed.  In  addition,  limited  overall 
resources  would  drastically  reduce  funds  that  support  the  development  of  new 
programming  which  would  be  targeted  toward  audiences  that  are  not  now  reached  by 
current  programming. 
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Impact  of  the  President's  Recommendations: 
System  Support  Activities  and  CPB  Direct  Costs 

Congress  sets  aside  six  percent  of  appropriated  funds  for  CPB  to  use  to  provide  general 
support  for  public  broadcasting.  By  law,  CPB  must  apply  the  bulk  of  these  funds  to 
underwrite  certain  fixed  system  costs  that  benefit  large  portions  of  the  public 
broadcasting  community,  such  as  payments  for  music  copyright  and  television 
interconnection  system  operating  costs.  Funds  in  these  areas  are  also  used  to  support 
systemwide  training  programs;  programs  that  encourage  program  and  institute  diversity 
within  public  broadcasting;  and,  other  programs  that  help  develop  and  support  the 
infrastructure  of  public  broadcasting. 

CPB's  direct  costs  for  salaries,  rent  and  other  logistics  would  be  limited  by  law  to 
$12.7  million  for  FY  1994,  regardless  of  the  level  of  federal  appropriations.  Under 
proposed  legislation  such  spending  would  be  limited  to  5  percent  of  appropriated 
funds.  At  the  President's  recommended  funding  level,  this  would  limit  CPB  spending 
for  direct  costs  to  $12.7  million,  while  that  figure  would  rise  to  $13.9  million  if 
Congress  appropriated  $279  million,  as  requested  by  CPB. 


Comparison 
CPB  vs.  Administration 
System  Support  Activities 

($  in  millions,  rounded  to  the  nearest  $100,000) 

CPB's  President's 

Proposed  Proposed 

FY  1994  FY  1994 

Bydget  Budget  Difference 

System  Support  Activities 

Other  System  Support                    $16.7  $15.6  -$1.1 


At  the  $260  million  level,  CPB  would  have  to  limit  its  support  for  system  support 
activities  by  directing  more  of  its  limited  discretionary  funds  toward  activities  that  provide 
more  generic  support  to  the  system  as  a  whole,  such  as  music  royalties.  Such  a  change 
would  reduce  CPB's  ability  to  create  training  programs,  conduct  research  or  undertake 
system  outreach  efforts  that  directly  benefit  smaller  groups  within  the  industry. 
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IN  CONCLUSION 

The  President's  proposal  for  federal  support  for  public  broadcasting  for  FY  1994  fails 
again  to  capitalize  on  the  value  created  over  the  past  twenty-four  years  by  federal  support 
for  public  broadcasting.  At  a  time  when  resources  could  be  directed  at  clearly  cost- 
effective  solutions  to  identified  problems  on  the  domestic  side  of  the  federal  budget,  the 
President  has  proposed  another  "business  as  usual"  budget  for  CPB.  Funding  at  the 
proposed  level  would  allow  public  broadcasting  to  survive,  but  deny  it  the  resources 
needed  to  substantially  help  address  these  outstanding  domestic  problems. 

In  contrast,  CPB  and  public  broadcasting  are  asking  Congress  to  enable  us  to  make  major 
contributions  to  solving  these  problems,  especially  in  the  area  of  developing  and 
delivering  education  services,  using  a  "highway"  already  under  construction  and  paid  for 
by  the  federal  government. 

CPB's  proposal  to  Congress  for  FY  1994  is  built  around  the  resources 
public  broadcasting  already  has:  up-to-date  hardware,  experienced  and 
dedicated  Staff  to  gem  the  public,  and  radio  and  television  stations 
involved  in  communities  in  every  state.   These  resources  are  available 
today  to  work  toward  solving  problems  in  our  country.  We  are  working 
now  for  that  to  happen.   Congressional  support  at  the  requested  total  $355 
million  will  allow  CPB  to  bring  these  forces  together  in  FY  1994  and 
focus  them  on  educating  and  informing  all  Americans,  effectively  and  at  a 
very  low  cost. 
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Appropriations  Language 
Proposed  by  the  President  for  the 
Corporation  for  Public  Broadcasting 
for  FY  1994 


"PUBLIC  BROADCASTING  FUND" 


For  payment  to  the  Corporation  for  Public  Broadcasting,  as  authorized  by  the 
Communications  Act  of  1934,  an  amount  which  shall  be  available  within 
limitations  specified  by  the  Act,  for  the  fiscal  year  [1993,  $326,505,000, 
of  which  $66,940,000  shall  be  available  for  section  396(k)(10)  of  said  Act] 
1994,  $260,000,000:  Provided,  That  no  funds  made  available  to  the 
Corporation  for  Public  Broadcasting  by  this  Act  shall  be  used  to  pay  for 
receptions,  parties,  or  similar  forms  of  entertainment  for  Government  officials 
or  employees:  Provided  further,  That  none  of  the  funds  contained  in  this 
paragraph  shall  be  available  or  used  to  aid  or  support  any  program  or  activity 
from  which  any  person  is  excluded,  or  is  denied  benefits,  or  is  discriminated 
against,  on  the  basis  of  race,  color,  national  origin,  religion,  or  sex: 
Provided  further,  That  funds  provided  herein  for  fiscal  year 
1994  shall  be  available  pending  authorization.  (Departments  of 
Labor,  Health  and  Human  Services,  and  Education,  and  Related 
Agencies  Appropriations  Act,  1991.) 


[  ]  =  proposed  deleted  language 

Bold         =  proposed  new  language 
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APPENDIX  A 


Comparison  of  CPB's 
FY  1994  Request 
And 

FY  1993  Appropriations 


CPB's 

CPB's 

Enacted 

Requested 

FY  1993 

FY  1994 

Appropriation 

Appropriation 

Change 

SYSTEM  SUPPORT 

Television: 

-  Community  Service  Grants 

$127,063,384 

$139,674,375 

+$12,610,991 

-  Program  Production 

42,354,461 

46.558.125 

+4,203,664 

$169,417,845 

$186,232,500 

+$16,814,655 

Radio: 

-  Community  Service  Grants 

$39,530,831 

$43,454,250 

+$3,923,419 

-  Program  Production 

12,988,702 

14,277,825 

+1,289,123 

-  Program  Fund 

3.953.083 

4,345,425 

+392.342 

$56,472,616 

$62,077,500 

+$5,604,884 

Other  System  Support 

$15,198,540 

$16,740,000 

+$1,541,460 

Corporate  Operations  [*] 

12,220,000 

13.950.000 

+  1.730,000 

$27,418,540 

$30,690,000 

+3,271,460 

Satellite  Replacement 

$65,327,000 

$0 

-$65,327,000 

Public  Telecommunications- 

For  Education  Fund 

$0 

$76,000,000 

+$76,000,000 

Total 

$318,636,000 

$355,000,000 

+$36,364,000 

[*]  Set  by  Statute,  recommended  for  change  in  FY  1994 
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APPENDIX  B 

CORPORATION  FOR  PUBLIC  BROADCASTING 
APPROPRIATIONS  HISTORY 
($  in  Millions) 

Administration 


FY 

Request  Sent  To 

HOUSE 

SENATE 

Year 

Congress 

Allowance 

Allowance 

Appropriation 

Public  Broadcasting  Fund 

$9.0 

\a) 

$6.0 

$5.0 

iy/\j 

(a\ 
W 

$15.0 

$15.0 

1971 

$22.0 

\at 

$27.0 

$23.0 

107? 

17/4 

$35.0 

$35.0 

$35.0 

$35.0 

1973 

$45.0 

$45.0 

$45.0 

$35.0 

1974 

$45.0 

$55.0 

$50.0 

1975 

$60.0 

$60.0 

$65.0 

$610 

1976 

$70.0 

$785 

$785 

$785 

TO 

$17.0 

$17.5 

$175 

$17.5 

1977 

$70.0 

$96.7 

$103.0 

$103.0 

1978 

$80.0 

$107.1 

$121.0 

$119.2 

1979 

$90.0 

$120.2 

$140.0 

$120.2 

1980 

$120.0 

$145.0 

$172.0 

$1510 

1981 

$162.0 

$162.0 

$162.0 

$1610 

1982 

$172.0 

$172.0 

$172.0 

$1710 

1983 

$172.0 

$172.0 

$172.0 

$137.0 

1984 

$110.0 

$110.0 

$130.0 

$137.5 

1985 

$85.0 

$130.0 

$130.0 

$150.5 

1986 

$75.0 

$130.0 

$130.0 

$1595 

1987 

$186.0 

(a) 

$238.0 

$200.0 

1988 

$214.0 

(a) 

$214.0 

$214.0 

1989 

$214.0 

$214.0 

$238.0 

$228.0 

1990 

$214.0 

$238.0 

$248.0 

$229.4  (b) 

1991 

$214.0 

(a) 

$245.0 

$2411 

1992 

$242.1 

$2411 

$260.0 

$251.0 

1993 

$259.6 

$259.6 

$275.0 

$253.3 

Satellite  Fund  (c) 

1991 

$0.0 

(a) 

$575 

$56.8 

1992 

$0.0 

$710 

$805 

$76.3 

1993 

$0.0 

$46.9 

$66.9 

$653 

President's 

FY  1992  Budget 

FY 

Request  Sent  To 

HOUSE 

SENATE 

Year 

Congress 

Allowance 

Allowance 

Appropriation 

1994 

$260.0 

-TBD- 

-TBD- 

-TBD- 

(a)  Allowance  not  included  in  House  Bill  because  of  the  lack  of  authorizing  legislation. 
Senate  allowance  considered  by  House  Confereees  at  conference  on  Appropriation 
Bill(s). 


(b)     Reduced  FY  1990  Sequestration. 
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APPENDIX  C 


PUBLIC  BROADCASTING  REVENUE  BY  SOURCE 
FISCAL  YEARS  1979-1989 
(In  Thousands  of  Current  Dollars) 


£      §  S 

ON  ON  OS 


£    £    £  £ 


S3 


^  in 

00  00 
OS  ON 


00  OS 

00  00 

OS  ON 

l-H  rH 


CPB 

Federal  Grants  &  Contracts 


—  State  &  Local  tax-based 
~  Private 
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APPENDIX  E 


CORPORATION  FOR  PUBLIC  BROADCASTING 


Projected  Public  Broadcasting  Nonfederal  Income  and 
Resulting  Federal  Matching  Fund  Limitations  (1) 
($  in  Millions) 


Fiscal 
Year 


Actual  or 
Projected 
Nonfederal 
Income  (2) 


Matching 


Funds  (3) 


Federal 


Actual 
Funds 
Authorized 


Actual 
Funds 
Appropriated 


1984 
1985 
1986 
1987 
1988 
1989 
1990 
1991 
1992 
1993 
1994 


$807.3 
$917.1 
$948.3 
$1,0513 
$1,120.3 
$1,284.7 
$1,336.1 
$1,389.6 
$1,445.1 
$1,502.9 
$1,563.1 


Projected 
Projected 
Projected 
Projected 
Projected 


Actual 
Actual 
Actual 
Actual 
Actual 
Actual 


$323.8 
$367.7 
$403.7 
$458.6 
$474.2 
$420.6 
$448.1 
$513.9 
$534.4 
$555.8 
$578.1 


$145.0 
$153.0 
$162.0 
$200.0 
$214.0 
$238.0 
$254.0 
$245.0 
$265.0 
$285.0 
-TBD- 


$137.5 
$150.5 
$159.5 
$200.0 
$214.0 
$228.0 
$229.4 
$242.1 
$251.0 
$253.3 
-TBD- 


(1 )  Section  396(k)(l  )(C)  of  the  Public  Broadcasting  Act  of  1 967,  as  amended,  limits  federal 
appropriations  to  CPB  to  an  amount  equal  to  a  portion  of  funds  raised  from  nonfederal 
sources.  The  current  matching  provision  requires  that  $2.50  in  nonfederal  support 

be  raised  for  every  $1.00  of  federal  appropriations.  Actual  appropriations  have 
not  approached  these  levels. 

(2)  Nonfederal  income  is  projected  using  forecasts  of  national  economic  data  from  the 
President's  Fiscal  Year  1991  Budget  Message.  Revenue  Data  for  FY  1990  are  not  yet 


(3)      The  level  of  potential  federal  matching  funds  is  determined  by  matching  nonfederal 
income  earned  in  the  second  preceding  year,  at  a  ratio  of  $1  federal  dollar  for  every 
$2  dollars  of  nonfederal  income  for  years  prior  to  1989.  PL  100-626,  the  Public 
Telecommunications  Act  of  1988  changed  that  to  $1  federal  dollar  for  every  $230. 
Those  years  affected  by  this  change  are  in  Bold. 
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APPENDIX  F 

Radio  Grant  Recipients 
Janaury  1, 1991 


Birmingham 

Alabama 

WBHM-FM 

12/5/76 

Mobile 

WHIL-FM 

9/5/79 

Huntsville 

WLKH-rM 

tn/ii  inc. 
1U/1J//0 

Troy 

WTSU-FM 

3/1/77 

Tuscaloosa 

WUAL-FM 

1/4/82 

Homer 

Alaska 

KBBI-AM 

8/4/79 

Barrow 

KBRW-AM 

12/22/75 

Sitka 

KCAW-FM 

3/6/82 

Valdez 

KCHU-AM 

8/6/86 

Dillingham 

_ 

KDLG-AM 

11/75 

Petersburg 

KFSK-FM 

9/14/77 

Haines 

KHNS-FM 

10/80 

Kodiak 

KMXT-FM 

6/14/76 

Kotzebue 

_ 

KOTZ-AM 

3/3/73 

Ketchikan 

KRBD-FM 

5/76 

Anchorage 

KSKA-FM 

8/1/78 

McGrath 

KSKO-AM 

7/1  /81 

Wrangell 

KSTK-FM 

7/2/77 

_  m 

KTCO-FM 

1 /26/74 

Fairbanks 

KUAC-FM 

9/20/62 

Bethel 

_  _ 

KYUK-AM 

5/15/70 

Yuma 

Arizona 

KAWC-AM 

7/11/70 

3/5/51 

Flagstaff 

VKT  A  1 1  Eli 

KJNAU-rM 

11/28/83 

Tucson 

KUAT-AM 

10/7/68 

lucson 

KUAT-FM 

5/19/75 

12/17/83 

state  University 

Arkansas 

KASU-FM 

5/17/57 

Fay  ette  v  llle 

KUAF-FM 

1/1/73 

Little  Rock 

'KUAR-FM 

9/71 

San  Francisco 

California 

KALW-FM 

5/41 

Pacific  Grove 

KAZU-FM 

10/7/77 

Santa  Rosa 

KBBF-FM 

5/73 

San  Luis  Obispo 

KCBX-FM 

7/5/75 

1977 

Santa  Monica 

yrow  CM 

9/1/48 

San  Mateo 

KCSM-FM 

10/12/64 

Northridge 

KCSN-FM 

11/3/63 

Salinas 

KHUl_-rM 

10/87 

Areata 

KHSU-FM 

1960 

Long  Beach 

KLON-FM 

1/3/50 

_  m 

10/60 

Pasadena3 

9/57 

Berkeley 

KPFA-FM 

North  Hollywood 

San  Francisco 

KQED-FM 

,  „ 

6/6/69 

Fresno 

KSJV-FM 

7/4/80 

Stockton 

KUOP-FM 

9/22/47 

Los  Angeles 

KUSC-FM 

4/1/46 

Santa  Cruz 

KUSP-FM 

4/24/72 

San  Bernadino 

KVCR-FM 

12/2/53 

Fresno 

KVPR-FM 

10/15/78 

Sacramento 

KXPR-FM 

4/79 

Denver 

Colorado 

KCFR-FM 

1/2/70 

Fort  Collins 

KCSU-FM 

9/64 

Boulder 

KGNU-FM 

5/78 

Grand  Junction 

KPRN-FM 

1/2/85 

Colorado  Springs 

KRCC-FM 

4/51 

Ignado 

KSUT-FM 

6/76 

Greeley 

KUNC-FM 

1/1/67 

Denver 

KUVO-FM 

8/29/85 

Hartford 

Connecticut 

WPKT-FM 

6/11/78 

Fairfield 

Connecticut 

WSHU-FM 

7/64 

Washington,  DC 

WAMU-FM 

10/23/61 

WDCU-FM 

5/8/82 

WETA-FM 

4/19/70 

umrur  CM 

WlrW-rM 

2/28/77 

lalianassee 

Florida 

WF5U-FM 

5/5/54 

Jacksonville 

WJCT-FM 

4/1/72 

Panama  City 

WKGC-FM 

10/21/74 

Miami 

_ 

IA7I  DM  Cli 

WLKN-rM 

2/48 

Orlando 

UfVfCC  EU 

WMrh-rM 

7/14/80 

Tampa 

WMNr-rM 

9/79 

Fort  Pierce 

.  - 

3/23/82 

Tampa 

WSFP-FM 

9/12/83 

Gainesville 

IA/T  ILT  CM 

WUrr-rM 

»/Z//81 

Tampa 

WUSF-FM 

9/13/63 

Pensacola 

WUWF-FM 

1/15/81 

west  l  aim  tseacn 

1A/YC1  CM 

'!'^(® 

Atlanta 

Georgia 

lAf  ADC  CM 

WAoc-rM 

9/25/48 

Atlanta 

WCLK-rM 

4/10/74 

WJSP-FM 

1/15/85 

Savannah 

_  _ 

1A/C\/1J  CM 

WbVH-rM 

4/20/81 

Atlanta 

A  /«7 

O/AO/O/ 

Honolulu 

KHPR-FM 

/11/77 

mf  ■ 

KBSU-FM 

Illinois 

u)nc7  cm 

4/18/43 

Peoria*0 

wrm  t  m 
w ^-DU  rivi 

1/2/70 

fU  Pllim 

uKn  ciiyn 

TV  i — ™ —  D  F I V  l 

V/ff/fl 

Normal 

WGLT-FM 

WILL- AM 

f- 
3/28/22 

w  ""u 

_  m 

W1LL-FM 

9/1/41 

Macomb 

WTT  1M  cu 

5/23/56 

cj  11 

lA/Klfl  T  cu 

10/4/54 

Ed  wards  vule 

„  „ 

9/4/70 

Carbondale 

IA/QTT  I  CM 

9/15/58 

spnngneia 

WSSU-FM 

1/3/75 

kock  lsianu 

1AA/1V  CM 

Indianapolis 

Indiana 

\A7  A  If*  CM 

9/25/50 

West  Lafayette 

U/n A  A  AM 

WbAA-AM 

4/4/22 

rort  Wayne 

lA/DKff  C1J 

6/15/78 

Munoe 

WBST-FM 

9/12/60 

Bloomington 

WFIU-FM 

10/1/50 

Indiana  polls 

_  m 

10/1/54 

Evansville 

lA/KIfXI  CM 

2/1/82 

Vincennes 

1AA/T  ra  cu 
WVUo-rM 

Waterloo 

Iowa 

voor  cm 

7/78 

Cedar  Rapids 

KCCK-FM 

7/1/75 

Cedar  Falls 

KHKE-FM 

4/1/74 

Council  Bluffs 

KIWR-FM 

11/23/81 

Iowa  City 

KSUI-FM 

1948 

Fort  Dodge 

KTPR-FM 

10/15/80 

Cedar  Falls 

KUNI-FM 

9/15/60 

Sioux  City 
Ames 

KWTT-FM 

1/31/78 

WOI-AM 

10/1/22 

Ames 

WOI-FM 

1/1/49 

Iowa  City 

WSUI-AM 

1/1/19 

Lawrence 

Kansas 

KANU-FM 

9/15/52 

Pierceville 

KANZ-FM 

6/29/80 

Hutchinson 

KHCC-FM 

7/1/79 

Manhattan 

KKSU-AM 

12/1/24 

Wichita 

KMUW-FM 

4/26/49 

Wichita 

KSOF-FM 

3/14/83 

Pittsburg 

KRPS-FM 

4/29/88 
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Janaury  %  1991 

Station         Date  on  Air  Gty/Town  State  Station  Date  on  Air 


Lexington 

Kentucky 

WUKY-FM 

3/13/41 

Richmond 

WEKU-FM 

10/68 

Louisville 

WFPK-FM 

8/25/54 

Louisville 

WFPL-FM 

2/15/50 

Murray 

WKMS-FM 

5/11/70 

Bowling  Green 
Morehead 

WKYU-FM 

11/8/80 

WMKY-FM 

6/15/65 

Highland  Heights 

WNKU-FM 

4/29/85 

Shreveport 

Louisa  na 

KDAQ-FM 

12/20/84 

Lafayette 

KRVS-FM 

1963 

."V. 

Hammond 

KSLU-FM 

11/11/74 

New  Orleans 

"  * 

WRBH-FM 

** 

Baton  Rouge 

WRKF-FM 

1/18/80 

New  Orleans 

WWNO-FM 

2/20/72 

Eangor 

Maine 

WMEA-FM 

4/22/74 

Bangor 

WMEH-FM 

9/19/70 

Baltimore 

Maryland 

WBJC-FM 

4/6/51 

Baltimore 

WEAA-FM 

1/10/77 

Baltimore 

"  * 

WJHU-FM 

10/16/87 

Salisbury 

WSCL-FM 

5/30/87 

Boston 

Massachusetts 

WBUR-FM 

3/1/50 

Amherst 

WFCR-FM 

5/6/61 

Boston 

WGBH-FM 

10/6/51 

Worcester 

WICN-FM 

11/24/69 

Boston 

WUMB-FM 

9/19/82 

Twin  Lake 

Michigan 

WBLV-FM 

1982 

Mount  Pleasant 

WCMU-FM 

4/6/64 

Detriot 

WDET-FM 

6/16/52 

Ypsilanti 

WEMU-FM 

12/8/65 

Flint 

WFBE-FM 

10/5/53 

Grand  Rapids 
Inter  kxhen 

WGVU-FM 

7/18/83 

WIAA-FM 

7/22/63 

East  Lansing 

WKAR-AM 

8/18/22 

East  Lansing 

WKAR-FM 

6/4/48 

Kalamazoo 

■  " 

WMUK-FM 

1/8/51 

Marquette 

WNMU-FM 

8/18/63 

Ann  Arbor 

WUOM-FM 

7/4/48 

Grand  Rapids 

KAXE-FM 

4/23/76 

Moorhead 

Minnesota 

KCCM-FM 

10/17/71 

Minneapolis 

KFAI-FM 

5/1/78 

Rochester 

KLSE-FM 

12/17/74 

Mankato 

KMSU-FM 

1/63 

St  Paul 

KNOW-AM 

1/14/80 

Worthington 

KRSW-FM 

12/2/73 

11 

Jackson 

KSJN-FM 

7/7/67 

Colkgeville 

KSJR-FM 

1/22/67 

Duluth 

KUMD-FM 

1/1/56 

Minneapolis 

KUOM-AM 

1/22 

Northfield 

WCAL-FM 

4/5/68 

Duluth 
Jackson 

Mississippi 

WSCD-FM 
WJSU-FM 

2/15/75 
8/3/75 

Jackson 
Lonnan 

WMAA-FM 
WPRL-FM 

11/15/83 
3/87 

Holly  Springs 

WURC-FM 

10/88 

Columbia 

Missouri 

KBIA-FM 

3/1/72 

Warrensburg 

KCMW-FM 

6/1/69 

Kansas  City 

KCUR-FM 

10/1/57 

St  Louis 

KDHX-FM 

10/14/87 

Columbia 

KOPN-FM 

3/73 

Springfield 

KSMU-FM 

5/7/74 

Rolla 

KUMR-FM 

8/31/73 

St  Louis 

KWMU-FM 

6/2/72 

Maryville 

Missouri 

KXCV-FM 

1/14/71 

Billings 

Montana 

KEMC-FM 

1972 

Missoula 

KUFM-FM 

1/30/65 

Omaha 

Nebraska 

KIOS-FM 

9/15/69 

Lincoln 

KUCV-FM 

10/67 

Omaha 

KVNO-FM 

8/27/81 

Las  Vegas 

Nevada 

KCEP-FM 

10/73 

Las  Vegas 

KNPR-FM 

3/24/80 

Reno 

KUNR-FM 

1963 

Concord 

New  Hampshire  WEVO-FM 

8/4/81 

Lincroft 

New  Jersey 

WBJB-FM 

1/13/75 

Newark 

WBGO-FM 

12/3/77 

Trenton 

WWFM-FM 

9/6/82 

Portales 

New  Mexico 

KENW-FM 

9/1/79 

LasCruces 

KRWG-FM 

9/6/64 

Pine  Hill 

KTDB-FM 

4/24/72 

Albuquerque 

KUNM-FM 

10/19/66 

Syracuse 

New  York 

WAER-FM 

4/14/47 

Albany 

WAMC-FM 

10/1/58 

New  York 

WBAI-FM 

1960 

Buffalo 

WBFO-FM 

1/7/59 

Syracuse 

WCNY-FM 

12/4/71 

Buffalo 

WEBR-AM 

10/14/24 

Bronx 

WFUV-FM 

1947 

Schenectady 

WMHT-FM 

6/8/72 

Buffalo 

WNED-FM 

6/6/60 

New  York 

WNYC-AM 

1924 

New  York 

WNYC-FM 

9/21/43 

Oswego 

WRVO-FM 

1/6/69 

Bingham  ton 

WSKG-FM 

10/22/75 

Canton 

WSLU-FM 

3/7/68 

Rochester 

WXXJ-AM 

7/2/84 

Rochester 

WXXI-FM 

12/27/74 

Asheville 

North  Carolina 

WCQS-FM 

12/75 

Davidson 

WDAV-FM 

12/1/78 

Charlotte 

WFAE-FM 

6/29/81 

Spindale 

WNCW-FM 

10/13/89 

Winston-Salem 

WFDD-FM 

3/13/61 

Fayetteville 

WFSS-FM 

7/2/77 

Wilmington 

WHQR-FM 

4/84 

New  Bern 

WTEB-FM 

6/4/84 

Chapel  Hill 

WUNC-FM 

4/3/76 

Bismarck 

North  Dakota 

KCND-FM 

9/1/81 

Fargo 

KDSU-FM 

1/17/66 

Belcourt 

KEYA-FM 

10/75 

Grand  Forks 

KFJM-AM 

10/22/23 

Grand  Forks 

KFJM-FM 

5/30/76 

New  Town 

KMHA-FM 

4/9/84 

Columbus 

Ohio 

WCBE-FM 

9/24/56 

Cleveland 

WCPN-FM 

9/8/84 

Toledo 

WGTE-FM 

4/2/76 

Cincinnati 

WGUC-FM 

9/21/60 

Kent 

WKSU-FM 

10/2/50 

Oxford 

WMUB-FM 

11/50 

Columbus 

WOSU-AM 

4/24/22 

Columbus 

WOSU-FM 

12/13/49 

Athens 

WOUB-AM 

8/14/57 

Athens 

WOUB-FM 

12/13/49 

Cincinnati 

WVXU-FM 

1971 

Yellow  Springs 

WYSO-FM 

2/8/58 

Youngstown 

WYSU-FM 

10/23/69 

Edmond 

Oklahoma 

KCSC-FM 

1966 
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State 


APPENDIX  F 


Station 


Norman 

Stillwater 

Tulsa 

Portland 

Portland 


Corvallis 
Portland 


Pittsburgh 

Philadelphia 

Harrisburg 

Pittsburgh 

Erie 

Philadelphia 


Philadelphia 

Columbia 

ML  Pleasant 

Porcupine 

Vermillion 

Johnson  City 

Memphis 

Murfreesboro 

Nashville 

CoUegedale 

Knoxville 


College  Station 
Dallas 
Commerce 
Corpus  ChrisH 
Killeen 
San  Antonio 
San  Antonio 
Houston 
El  Paso 
Houston 
Austin 
Beaumont 
El  Paso 
Provo 
Park  City 
Salt  Lake  City 
Salt  Lake  City 
Logan 


Oregon 


Pennsylvania 


South  Carolina 
South  Dakota 


Norfolk 
Harrisonburg 
Roanoke 
Granger 


Vermont 
Virginia 


Washington 


KGOU-FM 

KOSU-FM 

fCWGS-FM 

KBOO-FM 

KBPS- AM 

KLCC-FM 

KOAC-AM 

KOPB-FM 

KSOR-FM 

KWAX-FM 

WDUQ-FM 

WHYY-FM 

WTTF-FM 

WQED-FM 

WQLN-FM 

WRTI-FM 

VWIA-FM 

WXPN-FM 

WLTR-FM 

WSO-FM 

KIU-FM 

KUSD-AM 

WETS-FM 

WKNO-FM 

WMOT-FM 

WPLN-FM 

WSMC-FM 

WUOT-FM 

WUTC-FM 

KAMU-FM 

KERA-FM 

KETR-FM 

KKED-FM 

KNCT-FM 

KPAC-FM 

KSTX-FM 

KPFT-FM 

KTEP-FM 

KUHF-FM 

KUT-FM 

KVLU-FM 

KXCR-FM 

KBYU-FM 

KPCW-FM 

KRCL-FM 

KUER-FM 

KUSU-FM 

WVPR-FM 

WCVE-FM 

WHRO-FM 

WMRA-FM 

WVTF-FM 

KDNA-FM 


1/83 
12/29/55 
10/19/47 
6/68 
3/23/23 
2/17/67 
12/7/22 
4/30/62 
5/19/69 
4/4/51 
12/14/49 
10/21/54 
4/1/71 
1/25/73 
1/7/73 
7/53 
4/23/73 
1957 
7/1/76 
4/15/73 
2/25/83 
5/20/22 
2/26/74 
4/1/72 
4/9/69 
12/17/62 
3/21/67 
10/10/49 
8/1/82 
3/30/77 
7/11/74 
4/7/75 
3/2/82 
11/23/70 
11/7/82 
7/27/88 
3/1/70 
9/50 
11/50 
11/10/58 
4/30/74 
4/30/85 
9/12/60 
7/2/80 
12/5/79 
6/4/60 
2/18/53 
8/15/77 
5/6/88 
7/16/73 
11/12/75 
8/73 
12/19/79 


Spokane 
Tacoma 


Madison 
Milwaukee 


Milwaukee 
Laramie 
Ha  to  Rey 


Washington 


West  Virginia 
Wisconsin 


Wyoming 
Puerto  Rico 


KPBX-FM 

1/19/80 

KPLU-FM 

1966 

KUOW-FM 

1/15/52 

KWSU-AM 

12/10/22 

WVPN-FM 

6/79 

WERN-FM 

3/30/47 

WCTD-FM 

12/23/75 

WHA-AM 

1/7/19 

WLSU-FM 

1/4/71 

WOJB-FM 

4/14/82 

WORT-FM 

12/1/75 

WUWM-FM 

9/27/64 

WXPR-FM 

4/24/83 

WYMS-FM 

3/73 

KUWR-FM 

9/66 

WIPR-FM 

2/26/90 

WRTU-FM 

2/8/80 

—not  applicable  -  multiple  station  listings 
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Cltw/Tn— 

suit 

P»te  On  Air 

Cirf/Tmta 

Slait 

StlUM 

n«t>  On  Air 

Birmingham 

AMPami  r  I  v 

Rnnkor  l-fill 

DuxiKer  run 

11/ IV / Oi 

Anchorage 

Al  ka 

Alaska 

KAKM 

5/7/75 

Wichita 

9/1/78 

pe 

-  - 

10/21/65 

Fairbanks 

„  „ 

12/22/71 

Lexington 

Kentucky 

Kentucky  AETV 

Bethel 

KYUV 

4/1/72 

Louisville 

9/58 

empe 

1/30/61 

Bowling  Green 

-  . 

ucson 

3/8/59 

New  Orleans 

Louisa  na 

WLAE 

T/1  /(U 

Arkansas 

Arkansas  ETV 

Baton  Rouge 

Louisiana  ETV  A 

A  1 

Los  Angeles 

California 

1963 

New  Orleans 

-  . 

4/1/57 

KCSM 

10/12/64 

• 

Maine 

wttrr 

/  Q/A 

Eureka'60 

KEET 

3/70 

WMEA 

2/3/75 

twuamg 

-  - 

10/5/64 

Bangor 

• 

Univ.  of  Maine  Sys. 

Fresno861*9 

KTCS 

11/5/73 

Owmngs  Mills 

iviaryiana 

MarvlanH  PTV 

Maryland  riv 

w 

-  ■ 

4/10/77 

Massachusetts 

5/2/55 

Huntington  Beac 

vnrv 

11/20/72 

Springfield 

wr-nv 

9/26/71 

San  Diego 

KFBS 

6/25/67 

ML  Pleasant 

Michigan 

1967 

KQED 

6/54 

8/23/80 

RohnerTpark 

■  - 

12/2/84 

Grand  Rapids 

wr-uTi 

12/17/72 

San  lose 

.  - 

10/19/64 

East  Lansing 

-  . 

WKAR 

1/15/54 

San  Bernadino 

-  . 

KVCR 

9/11/62 

Marquette 

lA/MX>fT  I 

^n/i/w 

Sacram 

KVIE 

1960 

10/3/55 

Denv  m 

_ 

Colorado 

j^f 

2/22/80 

University  Center 

wirr-vi 

10/12/64 

Deliver 

1/30/56 

Bemidji 

Minnesota 

IfAWF 

6/1/80 

Pueblo 

2/71 

Austin 

10/17/72 

Connecticut 

Connecticut  PTV 

-  - 

irrr- 

9/15/57 

Stamford 

-  - 

WEDW 

12/17/67 

Appfeton 

Arlington 

Virenia 
grua 

WETA 

Duluth 



9/M 
9/64 

Washington,  DC 

10/2/61 

..... 
Mississippi 

Mississippi  AETV 

Florida 

WCEU 

2/1/88 

Nansas  v — iiy 

Missouri 

1/1  /72 

Tampa 

-  - 

WEDU 

10/27/58 

St  Louis 

1954 

Tallahassee 

-  . 

9/20/60 

Warrensburg 

KM  OS 

12/22/79 

-  - 

WJCT 

9/11/58 

Springfield 

-  . 

1/21/75 

Miami 

WLRN 

1961 

Bozernan 

Montana 

10/1/84 

Orlando 

»  - 

wpb? 

3/15/65 

Lincoln 

Nebraska 

KUON 

11/1/54 

Miami 

8/12/55 

Nebraska  ETC 

-  . 

WSFP 

8/15/83 

Nevada 

KLVX 

3/25/68 

Pensacola 

-  - 

10/67 

Reno^3* 

KNPB 

9/29/83 

Gainesville 

WUFT 

11/10/58 

Durham 

New  Hampshire 

4/1/59 

WUSF 

9/12/66 

New  Jersey 

New  Jersey  PBN 

Boynton  Beach 

»  - 

WXEL 

7/82 

Portales 

New  Mexico 

9/1/74 

Atlanta 
Atlanta 

Georgia 

WGTV 

5/61 

-  - 

Atlanta  PTC 

-  a 

6/59/7, 

Atlanta 

.  - 

WPBA 

2/18/58 

Plattsburg 

New  York 

WCFF 

Honolulu 

Hawaii 

Hawaii  PBA 

Syracuse 

12/20/65 

Boise 

Idaho 

KAJD 

12/31/71 

I  lain  view 

-  , 

wuw 

1/69 

Moscow1 

KISU 

10/1/71 

Schenectady 

-  . 

WMHT 

3/26/62 

KUID 

12/9/65 

Buffalo 

- 

WNED 

3/30/59 

Charleston 

_..  . 
-  „  0lS 

7/1/86 

New  York 

WNET 

1962 

WILL 

8/1/55 

Watertown 

WNPE 

8/19/71 

Springfield 

»  - 

11/1/84 

Brooklyn 

WNYE 

4/67 

Moline 

WQPT 

11/2/83 

Bingham  ton 
Rochester 

WSKG 

5/12/68 

Carbondale 

WSIU 

11/61 

9/6/66 

Chicago 

.  - 

WTTW 

1955 

Charlotte 

iNortn  Carolina 

WTVI 

8/65 

Peoria 

WTVP 

6/27/71 

Chapel  Hill 

Univ.ofNCCPTV 

Dundas 

WUSI 

8/68 

Bowling  Green 

Ohio 

WBGU 

1964 

Chicago 

WYCC 

2/20/56 

Cinicinnati 

WCET 

7/26/54 

Fort  Wayne 

WFWA 

12/6/86 

Toledo 

WGTE 

1960 

Indianapolis 

WFYI 

10/4/70 

Kent 

WNEO 

5/73 

Muncie 

WIPB 

10/31/71 

Columbus 

WOSU 

Evansville 

WNTN 

10/73 

Athens 

WOUB 

1962 

Elkhart 
Bloomington 

WNTT 

2/10/74 

Dayton 

WPTD 

10/1/73 

wnu 

3/3/69 

Cleveland 

wvrz 

2/7/65 

Vincennes 

WVUT 

9/67 

Oklahoma  City 

Oklahoma 

Oklahoma  ETV  A 

Merrill  vUle 

WYTN 

11/15/87 

KXON 

7/1/87 

Johnston 

Iowa 

Iowa  PTV 

Portland 

Oregon 

Oregon  PTV 
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Med  ford 

Oregon 

KSYS 

1/1/77 

Philadelphia 

Pennsylvania 

WHYY 

9/12/63 

Harrisburg 

WITF 

11/22/64 

Bethleham 

WLVT 

9/65 

University  Park 

WPSX 

3/1S/65 

Pittsburgh 

WQED 

4/1 /S4 

Pittsburgh 

WQEX 

1959 

Erie 

WQLN 

8/13/67 

Pitts  ton 

WV1A 

9/26/66 

Providence 

Rhode  Island 

WSBE 

6/5/67 

Beaufort 

South  Carolina 

WJWJ 

9/75 

Columbia 

S.  Carolina  ETVC 

Rock  Hill 

WNSC 

7/16/78 

Spartanburg 

WRET 

7/85 

Sumter 

WRJA 

9/7/75 

Brookings 

South  Dakota 

KESD 

2/6/68 

Vermillion 

South  Dakota  PBT 

Vermillion 

KUSD 

7/61 

Cookeville 

Tennessee 

WCTE 

8/21/78 

Nashville 

WDCN 

9/10/62 

Memphis 

WKNO 

1956 

Martin 

WLJT 

2/16/68 

Knoxville 

WSJK 

9/66 

Chattanooga 

WTCI 

3/3/70 

Amarillo 

Texas 

KACV 

8/29/88 

College  Station 

KAMU 

2/15/70 

El  Paso 

KCOS 

8/18/78 

Corpus  Chris  ti 

KEDT 

10/16/72 

Dallas 

KERA 

9/11/60 

San  Antonio 

KLRN 

9/1/62 

Austin 

KLRU 

5/4/79 

Harlingen 

KMBH 

10/8/85 

Killeen 

_ 

KNCT 

11 /23/70 

Odessa 

KOCV 

3/24/86 

Lubbock 

KTXT 

10/62 

Houston 

KUHT 

5/53 

Utah 

11/15/65 

Salt  Lake  City 

KUED 

1/8/58 

Salt  Lake  City 

KULC 

1/9/58 

Winoosld 

Vermont 

Vermont  ETV 

10/19/67 

Roanoke 

Virginia 

WBRA 

1967 

Richmond 

WCVE 

9/64 

Norfolk 

WHRO 

10/2/61 

Falls  Church 

WNVC 

6/1/83 

Falls  Church 

WNVT 

7/73 

Harrisonburg 

WVPT 

1968 

Seattle 

Washington 

KCTS 

12/7/54 

Spokane 

KSPS 

4/24/67 

Tacoma 

KTPS 

9/25/61 

Pullman 

KWSU 

9/24/62 

Yakima 

KYVE 

1962 

Morgan  town 

West  Virginia 

WNPB 

2/23/69 

Huntington 

WPBY 

7/69 

Beckley 

WSWP 

11/1/70 

Madison 

Wisconsin 

WHA 

5/3/54 

Madison 

ECB 

Riverton 

Wyoming 

KCWC 

5/10/83 

Pago  Pago 

Am.  Samoa 

KVZK 

1964 

Agana 

Guam 

KGTF 

10/30/70 

HatoRey 

Puerto  Rico 

WIPR 

1/6/58 

Rio  Pied ras 

WMTJ 

2/17/85 

St  Thomas 

Virgin  Islands 

WTTX 

8/29/72 
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Monday,  April  29,  1991. 

FEDERAL  MINE  SAFETY  AND  HEALTH  REVIEW 
COMMISSION 

WITNESSES 

RICHARD  V.  BACKLEY,  ACTING  CHAIRMAN,  FEDERAL  MINE  SAFETY  AND 

HEALTH  REVIEW  COMMISSION 
RICHARD  BAKER,  EXECUTIVE  DIRECTOR,  FEDERAL  MINE  SAFETY  AND 

HEALTH  REVIEW  COMMISSION 
L.  JOSEPH  FERRARA,  GENERAL  COUNSEL,  FEDERAL  MINE  SAFETY  AND 

HEALTH  REVIEW  COMMISSION 
PAUL  MERLIN,  CHIEF  ADMINISTRATIVE  LAW  JUDGE,  FEDERAL  MINE 

SAFETY  AND  HEALTH  REVIEW  COMMISSION 

Mr.  Natcher.  At  this  time  we  take  up  the  budget  request  for  the 
Federal  Mine  Safety  and  Health  Review  Commission. 

We  have  before  the  committee  Mr.  Richard  V.  Backley,  the 
Acting  Chairman. 

We  are  delighted  to  have  you  before  the  committee. 

Before  you  give  us  your  statement,  tell  us  who  you  have  with  you 
at  the  table,  please? 

INTRODUCTION  OF  WITNESSES 

Mr.  Backley.  To  my  right  is  our  Chief  Judge,  Paul  Merlin.  To 
my  immediate  left  is  our  Executive  Director,  Dick  Baker  and  next 
to  him  is  our  General  Counsel  Joe  Ferrara. 

Mr.  Natcher.  Delighted  to  have  you  all  before  the  committee. 

Mr.  Backley,  we  would  be  pleased  to  hear  from  you. 

Opening  Statement 

Mr.  Backley.  Thank  you,  Mr.  Chairman,  and  Mr.  Pursell.  My 
statement  alone  is  rather  short.  If  I  could  just  summarize  it  very 
briefly? 

Mr.  Natcher.  Go  ahead. 

Mr.  Backley.  I  have  been  with  the  Commission  since  its  incep- 
tion in  1978.  I  have  appeared  here  before  and  have  always  been 
well  treated  by  this  committee,  for  which  I  thank  you. 

Our  Fiscal  Year  1992  request  is  $4,719,000,  an  increase  of 
$530,000.  It  is  needed  mainly  to  support  added  staff  and  to  cover 
pay  increases  we  inherited. 

For  the  past  several  years,  we  have  noticed  a  steady  increase  in 
new  case  workload,  I  do  think,  however,  the  disposition  of  the  cases 
is  at  a  very  high  level. 

However,  they  don't  equate  with  the  number  of  cases  we  are  now 
receiving.  For  example,  for  the  first  half  of  1991  we  have  already 
received  1,434  new  cases.  If  we  projected  this  case  load  to  the  end 

(345) 


346 


of  the  year,  it  would  give  us  2,868  cases,  about  693  cases  that  we 
didn't  anticipate. 

Our  requested  increase  would  cover  some  additional  staffing.  We 
particularly  need  an  additional  Administration  Law  Judge.  I  am 
sure  the  committee  is  well  aware  of  this  fact  because  of  recent 
headlines  announcing  that  the  Secretary  of  Labor  issued  about 
4,700  citations  for  respirable  dust. 

I  can't  tell  you  what  we  are  going  to  do  with  those  at  this  time. 
However,  we  do  need  extra  money. 

I  will  be  glad  to  take  any  questions. 

[The  statement  of  Mr.  Backley  follows:] 
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SUBCOMMITTEE  ON  LABOR,  HEALTH  AND  HUMAN  SERVICES  AND  EDUCATION 
STATEMENT  OF 
RICHARD  V.  BACKLEY,  ACTING  CHAIRMAN 
FEDERAL  MINE  SAFETY  AND  HEALTH  REVIEW  COMMISSION 

Mr.  Chairman  and  Members  of  the  Committee: 

It  is  a  pleasure  to  appear  before  the  Committee  again  in  support 
of  the  1992  FY  budget  request  of  the  Federal  Mine  Safety  and  Health 
Review  Commission.  As  a  word  of  introduction,  I  have  been  a 
Commissioner  since  the  inception  of  the  Commission  in  September  1978  and 
have  served  as  Chairman  or  Acting  Chairman  on  three  separate  occasions 
during  my  tenure. 

As  you  know,  the  Federal  Mine  Safety  and  Health  Review  Commission 
exists  to  objectively  and  neutrally  adjudicate  through  administrative 
trial  and  appellate  review  legal  disputes  arising  under  the  Federal  Mine 
Safety  and  Health  Amendments  Act  of  1977  among  or  between  mine 
operators ,  the  Department  of  Labor ,  and  miners . 

This  five -member  Commission  provides  administrative  appellate 
review.  Its  functions  include  reviewing  all  administrative  law  judge 
decisions,  ruling  on  petitions  for  discretionary  review,  directing 
review  sua  sponte  for  cases  that  may  be  contrary  to  law  or  policy  or 
that  may  present  novel  questions  of  policy,  and  issuing  decisions  that 
affirm,  modify  or  vacate  administrative  law  judge  decisions  directed  for 
review.  If  not  considered  for  formal  review,  an  administrative  law 
judge  decision  becomes  a  final  non-precedential  order  of  the  Commission. 
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Appeals  from  final  decisions  of  the  Commission  are  to  the  U.  S.  Courts 
of  Appeal . 

The  FY  1992  request  of  $4,719,000  is  an  increase  of  $530,000  which 
is  needed  mainly  to  support  added  staff  and  to  cover  general  pay 
increases  for  the  Commission's  employees. 

Over  the  past  several  years  we  have  seen  a  steady  increase  in  our 
workload  of  new  cases.  While  the  disposition  of  cases  has  increased, 
our  inventory  of  unresolved  cases  has  continued  to  grow.  As  a  result  we 
are  requesting  funding  for  four  additional  FTE  including  an 
administrative  law  judge. 

In  further  support  of  this  request,  in  the  activity  of 
Administrative  Law  Judge  Determinations,  we  have  received  1,434  new 
cases  during  the  first  6  months  of  this  fiscal  year.  This  rate,  if 
continued,  will  exceed  the  2,175  new  cases  estimated  for  FY  1991.  Case 
dispositions  for  1991  are  expected  to  total  1,970.  Should  this  rate 
continue  we  would  begin  FY  1992  with  an  increased  inventory  of  2,177 
cases.  In  FY  1992  we  expect  to  receive  2,349  new  cases  and  dispose  of 
2,165  cases,  leaving  a  case  inventory  at  the  end  of  fiscal  year  1992  of 
2,361.  (This  is  693  cases  above  the  estimate  provided  in  the 
President's  budget.). 

During  fiscal  year  1990,  2,029  new  cases  were  received  and  1,930 
cases  were  decided.  Of  these  dispositions,  943  were  disposed  of  prior 
to  hearing  by  settlement  approved  by  the  administrative  law  judges,  691 
were  disposed  of  on  motion  or  by  stipulated  record,  and  296  were  fully 
tried  prior  to  decision.  At  the  close  of  the  year  the  pending  caseload 
before  the  judges  totaled  1,279. 
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At  the  Commission  Review  Level  we  expect  to  receive  92  new  cases 
for  formal  review  and  dispose  of  79  cases  leaving  an  ending  inventory  of 
49  cases  for  FY  1992.  In  addition,  the  Commission  will  continue  to 
review  administrative  law  judge  decisions.  In  FY  1991,  we  expect  to 
receive  75  new  cases  and  dispose  of  67. 

In  FY  1990  the  Commission  received  80  new  cases  and  issued  59 
substantive  decisions  and  denied  19  petitions  on  review  for  a  total  case 
disposition  of  78.  The  average  age  of  the  59  substantive  decisions  in 
FY  1990  was  7.4  months. 

The  Commission  attempts  to  hold  as  many  meetings  as  possible  in 
open  session  and  of  the  26  meetings  held  in  FY  1990,  12  were  open,  3 
were  closed  and  11  were  partially  closed  and  partially  open. 

Thank  you  for  the  opportunity  to  present  this  statement,  Mr. 
Chairman.  I  would  be  pleased  to  respond  to  questions  from  you  and 
members  of  the  Committee. 
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DOL  FINES 

Mr.  Natcher.  Thank  you. 

The  Department  of  Labor,  as  you  know,  recently  fined  500  com- 
panies $5,000,000  for  tampering  with  the  coal  mine  dust  samples 
which  monitor  safety  compliance  at  947  of  the  nation's  2,000  mines. 

How  do  these  fines  and  the  magnitude  of  the  department's  inves- 
tigation compare  to  historical  standards? 

Mr.  Backley.  There  is  no  comparison  to  historical  standards.  I  go 
back  to  the  Coal  Act  of  1969,  when  it  was  under  Interior.  I  served 
as  a  prosecutor  in  that  division  from  1970  to  1975  and  while  I  was 
there  I  never  saw  anything  like  this. 

We  have  had  one  major  dust  case  in  five  and  a  half  years. 

As  far  as  I  am  concerned,  there  is  no  comparison,  Mr.  Natcher.  . 

Mr.  Natcher.  How  many  new  administrative  law  judge  and 
Commission  review  cases  are  these  citations  likely  to  generate? 

Mr.  Backley.  That  is  a  very  difficult  question.  As  I  understand 
from  Secretary  Martin's  press  release  and  other  things  that  I  have 
read  in  the  newspaper,  we  may  be  talking  about  4,700  citations. 

As  of  the  26th  of  this  month,  we  have  already  received  1,865  con- 
tests from  the  operators.  We  have  been  advised  by  the  Secretary  of 
Labor  that  sometime  around  the  middle  of  May  Labor  will  issue  ci- 
tations for  penalties  on  these  4,700. 

You  could  have  a  bulk  of  cases  or  a  bulk  of  citations  of  4,700. 
History  has  shown  there  is  an  average  of  2.4  violations  per  case. 
There  are  several  factors  that  can  enter  into  it. 

The  Secretary  has  indicated  she  may  proceed  with  criminal  in- 
vestigations through  the  U.S.  Attorney's  Offices  in  individual 
states.  If  that  should  happen,  based  on  my  experience,  the  U.S.  At- 
torney will  ask  for  all  administrative  matters  to  be  stayed  pending 
the  outcome  of  the  criminal  cases.  Under  that  scenario,  we  would 
not  feel  the  impact  immediately.  There  is  also  the  possibility  that 
some  of  these  may  settle  once  several  cases  have  been  tried. 

Since  this  is  something  new,  Mr.  Chairman,  what  I  would  like  to 
do  is  work  closely  with  the  committee  and  keep  you  advised  as  we 
go  along. 

We  don't  have  a  good  handle  on  this  matter  at  this  particular 
time.  All  we  know  is  there  are  4,700  citations  waiting  out  there. 

ADDITIONAL  RESOURCES 

Mr.  Natcher.  Will  you  need  additional  resources  to  handle  this 
workload? 

Mr.  Backley.  Yes,  sir.  There  is  no  question  about  that. 

Even  under  a  best-case  scenario,  where  a  lot  of  them  settle,  and  a 
lot  of  them  are  stayed,  we  will  still  feel  the  impact.  In  addition  to 
the  respirable  dust  cases,  the  Budget  Reconciliation  Act  raised  the 
amount  of  penalty  that  can  be  assessed,  so  we  will  also  feel  an 
impact  on  that. 

We  have  an  issue  before  us  called  the  '  'excessive  history"  which 
dovetails  into  the  higher  penalty  proposed  regulations.  It  is  not  just 
the  respirable  cases;  it  is  also  other  cases. 

There  is  an  increase  in  our  caseload  because  there  has  been 
active  enforcement  in  the  last  year. 
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HEALTH  RISK 

Mr.  Natcher.  Are  miners  potentially  exposed  to  health  risks 
while  these  cases  are  pending? 

Mr.  Backley.  Based  on  the  testimony  of  Secretary  Martin  and 
Assistant  Secretary  Tattersall  I  understand  they  are  not.  Because 
the  conditions  are  being  much  more  closely  monitored,  the  mines 
are  in  compliance.  That  is  based  on  testimony  of  the  Secretary  of 
Labor  and  her  Assistant  Secretary  for  Mine  Health  and  Safety  and 
not  my  personal  knowledge. 

PENALTIES 

Mr.  Natcher.  The  1990  Budget  Reconciliation  Act  increased  the 
maximum  penalty  which  the  Mine  Safety  Health  Administration 
—  can  assess  from  $10,000  to  $50,000.  Have  these  higher  fines  been  as- 
sessed yet? 

Mr.  Backley.  They  are  coming  through  now  based  on  an  MSHA 
policy  letter  on  excessive  history. 

Let  me  say,  Mr.  Chairman,  there  is  a  three-  or  four-month  delay 
from  the  time  a  citation  is  issued  until  it  works  its  way  through 
the  assessment  process  and  the  operator  decides  whether  or  not  to 
avail  himself  of  the  remedies  provided  by  the  Commission  such  as 
hearings  etc.  I  do  not  believe  that  the  implementing  regulations  to 
carry  out  the  Budget  Reconciliation  Act  have  been  finalized,  so 
there  will  be  a  few  more  months  before  we  see  the  full  impact  of 
that  legislation. 

Mr.  Natcher.  What  was  the  average  amount  of  the  fine  involved 
in  your  cases  under  the  old  penalty  schedule? 

Mr.  Backley.  Last  year  it  was  $128  for  all  violations.  The  Secre- 
tary of  Labor  does  have  what  they  call  special  assessment  proce- 
dures. 

Penalties  under  that  procedure  average  about  $758.  But  for  all 
violations,  they  average  $128  per  violation. 

In  fiscal  year  1989  it  was  $103,  and  in  fiscal  year  1988  it  was 
$107.  If  we  go  back  to  1985,  it  was  $92.  So  there  has  been  a  general 
increase. 

CONTEST  RATE 

Mr.  Natcher.  How  much  of  an  increase  in  the  contest  rate  of 
mine  safety  citations  are  you  expecting  as  a  result  of  these  new 
higher  fines  and  how  many  new  cases  will  that  generate  for  your 
agency? 

Mr.  Backley.  I  cannot  answer  that  question  fairly,  Mr.  Chair- 
man because  I  don't  know  at  this  particular  time. 

I  will  be  glad  to  keep  the  committee  advised  because  I  just  don't 
know  at  this  time. 

We  have  not  experienced  enough  of  this  impact  to  give  you  a 
hard  answer.  When  you  couple  the  increase  in  fines  with  the  respi- 
rable  dust  cases,  we  were  going  along  pretty  good. 

But,  all  of  a  sudden  you  now  have  about  three  cooks  in  the  kitch- 
en, and  everything  is  being  mixed  together. 

I  do  want  to  reiterate  that  it  is  our  intent  to  keep  this  Committee 
fully  apprised  as  our  experience  enables  us  to  do  so. 
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SETTLEMENTS 

Mr.  Natcher.  Have  you  noticed  any  change  in  the  percentage  of 
cases  which  the  Department  of  Labor  has  resolved  through  settle- 
ment? 

Mr.  Backley.  I  don't  have  any  knowledge  about  that.  I  always 
hate  to  say  it,  but  I  think  that  question  is  probably  more  properly 
directed  to  the  Secretary  of  Labor. 

ENFORCEMENT 

Mr.  Natcher.  Generally,  Mr.  Backley,  have  there  been  any  sig- 
nificant changes  in  the  enforcement  attitude  of  the  Department  of 
Labor  with  respect  to  the  mine  safety  laws? 

Mr.  Backley.  I  don't  know  of  any  serious  change.  I  think  if  one 
would  take  out  the  respirable  dust  cases,  which  came  as  a  shock  to 
me,  and  perhaps  others,  if  one  took  that  out  of  the  question,  I  don't 
know  any  great  changes  in  the  manner  or  enforcement  of  the  1977 
act. 

PAY  RAISES 

Mr.  Natcher.  In  1991  you  are  absorbing  about  $400,000  or  about 
10  percent  of  your  budget  due  to  the  pay  raises  and  the  across  the 
board  cut  in  the  appropriations.  Where  did  you  take  these  reduc- 
tions? 

Mr.  Backley.  From  personnel. 
We  just  weren't  able  to  hire. 

Mr.  Natcher.  Does  the  1992  request  fully  restore  these  cuts? 
Mr.  Backley.  No,  it  does  not. 

If  I  may  give  you  an  example,  we  hoped  to  hire  one  more  admin- 
istrative law  judge  in  Fiscal  Year  1991  but  we  couldn't. 

Let  me  add  right  here  if  I  may,  that  all  of  us  have  worked  very 
closely  with  the  Office  of  Management  and  Budget,  and  we  have 
received  their  full  support  and  understanding.  I  want  to  make  that 
very  clear. 

I  don't  know  if  we  are  going  to  catch  up  in  1992  even  with  the 
additional  funds  we  are  requesting. 
Mr.  Natcher.  Mr.  Pursell,  I  yield. 

CASELOAD 

Mr.  Pursell.  I  am  not  a  lawyer  so  I  may  be  considered  a  neo- 
phyte in  this  field.  Your  cases  in  1990  were  2,029.  I  think  in  your 
testimony  going  to  2,868  in  1991.  Is  that  about  right? 

Mr.  Backley.  You  are  absolutely  correct.  If  we  factor  in  the 
4,700,  you  can  add  those  in  there,  too. 

Mr.  Pursell.  Do  you  or  the  Secretary  of  Labor  or  has  Congress 
factored  so  many — they  are  all  appeal  cases?  You  are  an  appellate 
body? 

Mr.  Backley.  Yes,  we  are.  The  first  level  of  our  appellate  body  is 
the  trial  level  through  the  Commission's  administrative  judges. 

Our  ALJs  are  sort  of  in  the  line  of  fire  because  they  hold  the 
hearing.  The  aggrieved  party  then  has  a  right  to  appeal  to  the  full 
commission.  After  that  the  aggrieved  party  then  has  the  right  to 
appeal  to  the  United  States  Appellate  Courts. 
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Mr.  Pursell.  But  the  five  members  is  an  appellate? 
Mr.  Backley.  Yes,  sir. 

CASE  ASSIGNMENT 

Mr.  Pursell.  Who  determines  the  formula  for  case  assignment, 
one  attorney  to  handle  so  many  cases?  Is  there  a  general  rule  of 
thumb  that  you  have  outlined  over  the  years? 

Who  determines  that? 

Mr.  Backley.  Are  you  talking  about  who  handles  the  cases  at 
the  commission  level?  If  so,  that  is  our  General  Counsel's  office. 

PERSONNEL 

Mr.  Pursell.  You  are  asking  for  more  personnel? 
Mr.  Backley.  Yes,  we  are. 

We  are  asking  for  another  ALJ  and  a  secretary  to  support  our 
trial  activities.  We  are  also  asking  for  an  attorney  for  the  general 
counsel's  staff. 

We  currently  have  four  commissioners.  We  also  have  a  nomina- 
tion pending.  Each  commissioner  has  one  attorney  who  serves  as 
his  or  her  individual  counsel. 

We  have  a  central  decision  writing  staff  in  the  General  Counsel's 
office. 

The  Commission  sits  and  decides  the  case  and  the  General  Coun- 
sel's office  prepares  the  final  decision  based  on  the  decision  of  the 
Commission. 

Mr.  Pursell.  Will  this  increase  2,868,  or  will  it  be  more,  you  are 
asking  for  more  personnel  to  address  those  cases;  are  you  not? 

Mr.  Backley.  Yes,  at  two  levels.  One  at  the  administrative  law 
judge  level,  which  is  the  genesis  of  our  activity. 

Mr.  Pursell.  How  many  people  are  you  asking  for? 

Mr.  Backley.  We  are  asking  for  one  ALJ  and  one  support  secre- 
tary at  that  level,  Mr.  Pursell. 

VACANCIES 

Mr.  Pursell.  In  that  structure,  classification,  there  are  no  vacan- 
cies now? 

Mr.  Backley.  Yes,  we  have  vacancies,  but  we  have  been  unable 
to  fund  them. 

Mr.  Pursell.  Why  would  you  ask  for  more  people  if  you  can  fill 
the  vacancies?  You  can  fill  the  vacancies  and  then  ask  for  addition- 
al help? 

Mr.  Backley.  That  is  what  I  would  like  to  do. 
Mr.  Pursell.  How  many  vacancies  are  there? 
Mr.  Backley.  We  have  one,  but  we  are  not  going  to  be  able  to 
fund  it. 

If  I  understand  your  question  correctly,  we  had  hoped  to  hire  an 
ALJ  this  year  and  one  next  year.  Assuming  this  appropriation  goes 
through,  we  will  be  able  to  hire  one  in  1992,  whereas  before  I 
would  have  liked  to  hire  two. 

But  I  will  take  anything  you  give  me.  I  hope  I've  answered  this 
question  fully,  Congressman. 
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Mr.  Pursell.  I  think  so.  I  am  trying  to  think  in  terms  of  the 
workload-caseload  ratio.  Then  what  you  are  saying  is  that  that  is 
difficult  to  determine. 

Mr.  Backley.  I  have  been  making  every  attempt  to  prove  that. 
At  this  point  I  have  no  hard  answers. 

CASELOAD 

Mr.  Pursell.  What  fluctuates  those  caseloads? 

What  is  the  previous  history? 

Is  this  the  high  watermark  near? 

Mr.  Backley.  Mr.  Pursell,  are  you  talking  about  1992? 

Mr.  Pursell.  Yes. 

Mr.  Backley.  This  is  the  high  watermark.  When  we  began  in  the 
late  70's  we  had  a  slew  of  cases  that  we  inherited  from  our  prede- 
cessors, but  this  is  a  high  watermark,  yes,  sir. 

Mr.  Pursell.  Can  you  with  any  degree  of  rational  planning  look 
at  1993,  1994? 

Can  you  look  down  the  road  and  see  if  this  is  going  to  be  the 
high  watermark  and  you  will  taper  off? 

Mr.  Backley.  I  can  give  you  an  educated  guess.  I  would  think,  as 
I  stated  earlier,  the  aberration  here  is  the  4,700  cases. 

In  this  particular  case  it  depends  on  how  those  cases  are  han- 
dled. If  I  understand  the  Secretary  of  Labor  correctly,  she  is  going 
to  actively  pursue  these  cases  through  some  of  the  various  U.S.  At- 
torneys and  seek  criminal  prosecution. 

It  has  been  my  experience  both  as  a  prosecutor  and  a  judge,  that 
the  results  of  the  criminal  prosecution  will  determine  the  outcome 
of  what  is  pending  here  in  the  administrative  side.  So,  yes,  I  can 
forsee  a  drop. 

Mr.  Pursell.  Taper  off? 

Mr.  Backley.  Yes,  sir. 

If  you  are  asking  me  to  what  degree,  I  can't  answer  that. 

CASE  DELAY 

Mr.  Pursell.  I  was  looking  at  some  CETA  law,  negotiations  be- 
tween the  Department  of  Labor  and  county  governments.  In  my 
state  a  year  ago  a  case  had  been  going  on  for  10  years. 

I  don't  recall  the  exact  figure,  but  it  was  in  the  millions  of  dol- 
lars. It  seems  to  me  these  cases  are  going  on  and  on  with  no  settle- 
ment, nobody  stepping  in  to  negotiation  settlement. 

Attorneys  on  both  sides  are  playing  it  out. 

Mr.  Backley.  This  can't  happen  here. 

Mr.  Pursell.  You  are  limited  to  the  extent  your  time  frame  

Mr.  Backley.  The  statute  gives  time  limits  and  gives  the  parties 
time  limits.  The  U.S.  Attorneys  Office  is  operating  under  the  feder- 
al laws  of  civil  procedure. 

They  have  mandated  time  limits.  I  don't  mean  to  suggest  how- 
ever that  because  there  are  various  methods  through  discovery  and 
other  means  that  there  can't  be  some  delay  in  the  proceeding. 

However,  I  can't  picture  a  scenario  you  mentioned  existing  in 
these  cases. 
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OVERSIGHT 

Mr.  Pursell.  All  of  us  have  somebody  watching  us.  My  constitu- 
ents watch  me,  my  press  watch  me. 

Who  watches  you?  Who  is  your  oversight  body? 

Mr.  Backley.  You  are  doing  a  pretty  good  job  of  it.  This  commit- 
tee has  done  a  very  good  job  of  it  over  the  years. 

Mr.  Pursell.  Are  you  subject  to  the  Office  of  the  Inspector  Gen- 
eral, Secretary  of  Labor? 

Mr.  Backley.  No. 

Mr.  Pursell.  How  about  GAO? 

Mr.  Backley.  GAO,  yes. 

Mr.  Pursell.  What  do  they  say? 

Mr.  Backley.  They  have  not  said  anything  about  us  yet. 
Mr.  Pursell.  You  are  in  good  shape  with  them,  too? 
Mr.  Backley.  I  hope  so.  I  believe  so.  I  am  serious. 
Mr.  Pursell.  I  am  just  asking. 

Mr.  Backley.  When  I  was  in  the  Solicitor's  Office  prosecuting 
these  cases,  GAO  was  living  in  my  back  pocket.  I  consider  being 
here  13  years  and  not  being  visited  by  GAO,  being  very  good  with 
GAO. 

Mr.  Pursell.  If  we  were  to  ask  for  a  study  from  GAO,  you  would 
have  no  problems? 
Mr.  Backley.  I  would  have  no  problem. 

Mr.  Pursell.  I  don't  think  we  plan  to,  but  I  just  wanted  to  ask 
the  question. 

Mr.  Chairman,  thank  you  very  much. 

Mr.  Backley.  Mr.  Pursell,  I  thank  you  for  your  questions. 

I  really  do.  If  I  have  not  satisfied  you,  I  would  like  to  work  with 
your  staff  and  see  if  we  can't  come  up  with  something  on  these  be- 
cause this  is  truly  an  aberration. 

Mr.  Pursell.  Thank  you. 

CASELOAD 

Mr.  Natcher.  Mr.  Backley,  are  you  able  to  process  your  current 
caseload  in  a  timely  manner  with  the  47  staff  you  now  have  on 
board? 

Mr.  Backley.  That  is  a  yes  and  a  no.  We  can  do  it  today. 

Our  rate  of  disposition  is  good  because,  I  think  the  judges  are 
working  very,  very  hard  to  get  the  cases  out. 

Obviously,  because  of  the  unanticipated  increase  in  cases,  we  are 
going  to  feel  the  crunch  and  the  parties  will  feel  the  crunch.  That 
is  the  sad  thing. 

We  are  still  working  as  fast  as  we  can  to  get  them  out. 

Mr.  Natcher.  Even  with  an  additional  judge,  the  number  of 
cases  pending  at  the  end  of  1992  is  reaching  1,700  compared  to  1279 
pending  at  the  end  of  1990? 

Mr.  Backley.  Yes,  sir. 

BACKLOG 

Mr.  Natcher.  Do  you  expect  a  backlog  to  start  building  at  the 
end  of  1992? 

Mr.  Backley.  Yes,  I  do. 
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Mr.  Natcher.  Now  that  1991  is  half  over,  how  would  you  revise 
your  1991  and  your  1992  caseload  estimates? 

Mr.  Backley.  At  least  700  more  for  1991.  I  think  several  things 
happened.  We  submitted  1991  before  the  Budget  Reconciliation  Act 
and  the  increase  in  penalties. 

There  were  several  things:  the  Secretary  of  Labor  came  out  with 
further  enforcement,  which  we  weren't  aware  of  when  we  put  this 
budget  together.  We  couldn't  factor  that  into  our  equation. 

Mr.  Natcher.  You  estimate  that  the  number  of  Commission 
review  cases  pending  at  the  end  of  1992  will  be  almost  double  the 
number  pending  at  the  end  of  1990.  Are  you  concerned  about  this 
projection? 

Mr.  Backley.  Not  really  at  this  particular  time,  Mr.  Chairman. 
We  are  operating  with  a  four-person  Commission  right  now.  We 
have  had  a  little  slack  at  the  Commission  level  but  that  is  not 
where  my  concern  lies. 

We  can  make  inroads  into  that  much  easier  than  we  can  at  the 
ALJ  level. 

TRAVEL 

Mr.  Natcher.  What  percentage  of  your  travel  is  for  evidentiary 
hearings? 

Mr.  Backley.  About  90  percent  of  it.  We  have  in  our  rules  a  pro- 
vision that  if  the  parties  ask  for  a  hearing  at  the  mine,  we  will 
accommodate  them. 

COMMISSIONERS 

Mr.  Natcher.  How  long  have  you  been  without  a  full  comple- 
ment of  commissioners? 

Mr.  Backley.  We  are  now.  We  have  four  now.  As  you  well  know, 
there  is  supposed  to  be  five.  On  August  30,  1990  we  were  down  to 
three.  In  late  October,  we  added  one  Commissioner.  Mr.  Ford's 
name  is  pending  before  the  Senate  Labor  Committee  and  has  been 
since  September  11,  1990. 

Mr.  Natcher.  How  has  the  lack  of  a  commissioner  affected  your 
ability  to  process  cases? 

Mr.  Backley.  Mr.  Chairman,  we  have  a  quorum  which  is  three, 
and  we  have  always  had  a  quorum. 

CASE  AGE 

Mr.  Natcher.  What  will  be  the  average  age  of  the  Commission 
and  administrative  law  judge  cases  in  1992  and  how  does  that  com- 
pare to  1991  and  1990? 

Mr.  Backley.  I  don'  know.  That  is  one  statistic  we  don't  keep. 
What  we  do  keep  is  the  time  within  which  we  get  them  out.  When  we 
started  back  in  1978,  it  was  about  18  months. 

We  are  done  in  about  six  or  seven  months  now.  We  don't  have 
inventory  age  figures. 

Mr.  Natcher.  Mr.  Backley,  we  want  to  thank  you  and  your  asso- 
ciates for  appearing  before  our  committee  at  this  time  on  behalf  of 
your  budget  request  for  Fiscal  Year  1992.  It  has  been  a  good  hear- 
ing, Mr.  Backley,  just  like  it  always  is. 
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Mr.  Backley.  I  thank  you  for  that,  Mr.  Natcher.  It  has  always 
been  a  pleasure  to  appear  before  you.  If  I  may  say  for  the  record,  I 
miss,  God  rest  his  soul,  Mr.  Conte. 

Mr.  Natcher.  We  do,  too. 

Thank  you. 

The  committee  will  adjourn  until  10:00  a.m.  in  the  morning. 
[Questions  and  answers  for  the  record  and  the  justifications 
follow:] 
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AVERAGE  GRADE 

Mr.  Natcher:  Why  does  the  average  grade  drop  from  GS-11  to 

GS-9.5  in  1991? 

Mr.  Backley:  The  decrease  in  the  average  grade  (and  also 

average  salary)  is  a  result  of  the  enactment  of  the  Federal 
Employees  Pay  Comparability  Act  (FEPCA).  Public  Law  101-509 
enacted  November  5,  1990.  Previously,  Administrative  Law  Judge 
positions  were  paid  under  the  General  Schedule  and  their  grades 
and  salaries  were  included  in  the  average  grade  and  salary 
computations.  Section  104  of  the  FEPCA  established  a  separate 
pay  system  (Administrative  Law)  for  Administrative  Law  Judge 
positions.  As  a  result,  ALJ  positions  are  no  longer  included 
in  the  average  grade  and  salary  computations  and  are  separately 
displayed  in  the  Commission's  detail  of  permanent  positions. 

STAFFING 

Mr.  Natcher:  Provide  a  10-year  table  on  staffing. 

Mr.  Backley:  The  information  is  as  follows: 


Fiscal  Year 

FTE 

1992  Est. 

51 

1991  Est. 

47 

1990 

48 

1989 

51 

1988 

52 

1987 

51 

1986 

47 

1985 

52 

1984 

58 

1983 

58 

1982 

58 

1981 

81 

PAY  RAISE 

Mr.  Natcher:  How    much    of    the    1992    Pay    Raise    is  being 

absorbed  under  your  proposed  budget? 

Mr.  Backley:  Initially,      the     FY     1992     Budget  Request 

included  the  full  amount  of  the  1992  pay  increase  and  the 
annualization  of  the  various  FY  1991  increases.  However, 
salary  levels  for  Administrative  Law  Judges  were  finalized 
after  the  1992  budget  levels  were  determined  at  rates  higher 
and  were  made  effective  sooner  than  originally  anticipated.  As 
a  result,  the  Commission  absorbed  approximately  $60,000  in  pay 
increases  in  FY  1992. 

Mr.  Natcher:  Provide    a    10    year    table   on  the  number  of 

inspections,  citations  assessed,  and  cases  received  at  the 
Administrative  Law  Judge  and  Commission  for  review. 
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Mr.  Backley:  Tfae  requested  information  is  as  follows: 


FY 

Regular 

Citations 

ALJ  Cases 

Commisi 

Inspections 

Assessed 

Received 

Review 

92  Est. 

28,250 

152,000 

2,349 

92 

91  Est 

28,470 

152,000 

2,175 

75 

90  Act 

29,324 

151,947 

2,029 

80 

89 

29,721 

156,729 

1,889 

52 

88 

30,818 

155,065 

1,800 

54 

87 

31,950 

131,453 

1,579 

70 

86 

32,478 

129,924 

1,743 

56 

85 

28,026 

129,142 

1,490 

43 

84 

26,420 

122,599 

1,412 

69 

83 

24,969 

111,836 

1,243 

58 

82 

21,808 

121,605 

1,450 

98 

81 

36,403 

140,320 

2,350 

95 

80 

37,570 

165,232 

3,261 

69 
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FEDERAL  MINE  SAFETY  AND  HEALTH  REVIEW  COMMISSION 


For  expenses  necessary  for  the  Federal  Mine  Safety  and  Health 
Review  Commission  (30  U.S.C.  801  et.  seq.),  [$4,292,000]  $4,719,000, 
[Department  of  Labor,  Health  and  Human  Services,  and  Education,  and 
Related  Agencies  Appropriation  Act,  1991.] 

Explanation  of  Language 

Section  113  of  the  Federal  Mine  Safety  and  Health  Amendments  Act 
of  1977  established  the  Federal  Mine  Safety  and  Health  Review  Commission 
as  an  independent  Agency.  Section  114  of  the  Act  authorized  to  be 
appropriated,  out  of  monies  in  the  U.  S.  Treasury  not  otherwise 
appropriated,  such  sums  as  may  be  necessary  to  carry  out  the  provisions 
of  the  above-mentioned  Act.  The  above  appropriation  language  proposal 
is  intended  to  carry  out  these  provisions. 
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AMOUNTS  AVAILABLE  FOR  OBLIGATION 


1990  1991  1992 

FTE    Amount  FTE    Amount  FTE  Amount 

Appropriation  or 

Estimate                           48      3,855,000  47    4,189,000  51  4,719,000 

Total,  Amounts  Avail- 
able for  Obligation        48      3.855.000  47    4.189.000  51  4.719.000 
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SUMMARY  OF  CHANGES 

1992  Estimated  Obligations    $4,719,000 

1991  Estimated  Obligations    $4,189,000 

Change    +$530,000 


CHANGE  FROM  FY  1991 


Increases : 


FY  1991  Pay  Annualization  +  125,000 

FY  1992  Projected  Pay  Increase  +  119,000 

Additional  FTE  (4)  +  218,000 

Extra  Days  in  1992  +  13,000 

Added  Salary  for  Existing  Staff  +  16.000 

Total  Added  Salary  and  Benefits  +  491,000 
Additional  Travel,  Hearings  and 

Support  Costs  for  ALJS  +  29,000 

Increased  GSA  Space  Rental  +    16 .000 

TOTAL  INCREASES   +  $536,000 

Decreases : 

Anticipated  Savings  in  Communi- 
cations Expenses  -  6,000 

TOTAL  DECREASES   -  $  6,000 


CHANGE 


+$530.000 
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OBLIGATIONS  BY  ACTIVITY 

 1991  1992  Increase  or  Decrease 

FTE    Amount        FTE    Amount  FTE  Amount 

Commission  Review  27    2,376,000      29    2,577,000      +  2    +  $201,000 

Administrative  Law 

Judge  Determinations    20    1.813.000      22    2.142.000      +2    +  $329.000 

Total  Obligations  47    4,189,000      51    4,719,000      +4    +  $530,000 
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OBLIGATIONS  BY  OBJECT 

1990  1991  1992  Increase 

Actual  Estimate  Request  Decrease 

Total  number  of  permanent 

positions  authorized                         56  56  56 


Average  number  of  all  employees 

48 

47 

51 

+4 

Average  GS  grade 

1 1  no 
11 .  UZ 

9 . 55 

9.55 

Average  GS  salary 

t*t*  .  7  L  Z 

Personnel  Compensation 

0    /.  1  7 
Z  ,  4-1  / 

Z ,  oyO 

_5  ,  1ZO 

Personnel  Benefits 

386 

428 

489 

r  01 

Travel  and  Transportation  of 
Persons 

79 

95 

103 

+  8 

Transportation  of  Things 

1 

Rental  Payments  to  GSA 

510 

539 

555 

+  16 

Communications,  Utilities  and 
Miscellaneous  Charges 

126 

126 

120 

-  6 

Printing  and  Reproduction 

34 

31 

31 

Other  Services 

216 

217 

232 

+  15 

Supplies  and  Materials 

59 

53 

54 

+  1 

Equipment 

27 

5 

10 

*  5 

Total  Obligations  by  Object 

3,855 

4,189 

4,719 

+530 
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AUTHORIZING  LEGISLATION 


FY  1991  FY  1992 

Enacted  Request 


Authorizing  Legislation  Containing 
Indefinite  Authority 


Federal  Mine  Safety  and  Health  Amendments 
Act  of  1977,   (30  U.S.C.  823-824) 


4,189,000  4,719,000 
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Commission  Review 

Administrative  Law 
Judge  Determinations 

Total  Obligations 


JUSTIFICATION 

1991 
Estimate 


1992 
Request 


Increase  or 
Decrease 


FTE  Amount 
27  2,376,000 


FTE      Amount      FTE  Amount 
29     2,577,000      +2  +201,000 


20      1.813.000        22     2.142.000      +2  +329.000 
47      4,189,000        51    4,719,000      +4  +530,000 
GENERAL  STATEMENT 


The  Federal  Mine  Safety  and  Health  Review  Commission  was  established  as 
an  independent  agency  by  Section  113(a)  of  the  Federal  Mine  Safety  and 
Health  Amendments  Act  of  1977.  It  is  not  part  of  the  Department  of 
Labor  or  the  Mine  Safety  and  Health  Administration. 

The  Commission  is  charged  with  the  responsibility  of  reviewing  the 
enforcement  activities  of  the  Secretary  of  Labor  and  protecting  miners 
against  unlawful  discrimination.  The  Commission  operates  through  its 
Administrative  Law  Judges  to  hear  and  decide  cases  at  the  trial  level  as 
initiated  under  the  Mine  Act  by  the  Secretary  of  Labor,  mine  operators, 
miners,  and  miners'  representatives. 

The  five-member  Commission  sits  to  hear  appeals  from  Administrative  Law 
Judge  decisions.     The  Commission  may  review  these  decisions  by  granting 
a  Petition  for  Discretionary  Review  from  one  or  more  of  the  parties  or 
by  directing  review  sua  sponte . 
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COMMISSION  REVIEW 


1990 
Actual 
FTE  Amount 


1991  1992 
Estimate  Request 
FTE      Amount    FTE  Amount 


Increase  or 

Decrease 
FTE  Amount 


Commission 


Review/Total 
Obligations 


27  2,174,000 


27  2,376,000    29  2,577,000 


+2  201,000 


Introduction 

The  responsibility  for  the  review  of  Administrative  Law  Judges' 
decisions  is  defined  in  Section  113(d)(1)  of  the  Act.  The  Act  states 
that  an  Administrative  Law  Judge's  decision  shall  become  final  40  days 
after  its  issuance,  unless  within  that  period  two  of  the  Commissioners 
direct  that  the  decision  be  reviewed. 

Most  cases  come  before  the  Commission  when  two  or  more  Commissioners 
vote  to  grant  a  Petition  for  Discretionary  Review  filed  by  a  person 
adversely  affected  or  aggrieved  by  the  Administrative  Law  Judge's 
decision.  Petitioners  may  include  miners  (with  or  without  legal 
representation),  miners'  representatives,  mine  operators  and  the 
Secretary  of  Labor.  Two  Commissioners  may  also  direct  any  case  for 
review  sua  sponte  (on  their  own  motion,  without  the  parties  filing  any 
petition) .  Sua  sponte  review  is  limited  to  determining  whether  an 
Administrative  Law  Judge's  decision  is  contrary  to  law  or  Commission 
policy,  or  deciding  a  novel  question  of  policy  which  the  case  presents. 

Budget  Request 

The  Commission  is  requesting  an  increase  of  $201,000  for  its  Review 
Activity  in  fiscal  year  1992.  Included  in  this  amount  is  $60,000  for 
annualization  of  the  FY  1991  pay  increase  and  $63,000  for  the  proposed 
4.2Z  General  Schedule  pay  increase  in  FY  1992.  The  sum  of  $78,000  is 
being  requested  for  two  additional  FTE  in  FY  1992  including  an  attorney 
scheduled  to  be  hired  at  the  beginning  of  the  fiscal  year. 

A  total  of  92  cases  are  anticipated  for  review  by  the  Commission  during 
fiscal  year  1992  and  79  dispositions  are  expected,  resulting  in  an  end 
of  year  caseload  of  49.  During  FY  1990  the  Commission  operated  with  a 
full  complement  of  five  Commissioners,  until  the  term  of  two  Members 
expired  on  August  30,  1990.  The  term  appointment  of  another  Member  will 
expire  on  August  30,  1992. 


For  FY  1991,  the  Commission  is  projecting  a  total  case  intake  of  75  new 
cases,  and  a  total  case  disposition  of  67.  During  the  first  quarter  of 
fiscal  year  1991,   the  Commission  received  10  new  cases.     During  this 
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same  time  period  it  has  issued  7  substantive  decisions  and  denied  one 
petition.  In  addition  to  working  on  a  variety  of  other  cases,  the 
Commission  has  a  number  of  cases  involving  the  important  and  complex 
issue  of  mine  specific  safeguards  which  it  hopes  to  decide  by  the  end  of 
the  second  quarter.  The  average  age  of  the  30  matters  pending  on  the 
Commission's  docket  as  of  December  31,  1990  is  6.8  months.  The 
Commission  is  striving  to  end  the  current  fiscal  year  with  both  docket 
and  issuance  ages  in  the  6 -months  range. 

As  in  the  past,  petitions  for  discretionary  review  represent  the 
majority  of  the  Commission's  new  case  workload.  Approximately  two- 
thirds  of  the  petitions  for  discretionary  review  in  1991  and  1992  are 
expected  to  be  heard  by  the  Commission. 

1990 

In  FY  90,  the  Commission  received  80  cases  for  review.  During  the  past 
year  it  issued  59  substantive  decisions  and  denied  19  petitions  on 
review,  for  a  total  case  disposition  of  78.  The  average  age  of  28  cases 
pending  on  the  Commission's  docket  at  the  end  of  FY  1990  was  5.4  months. 
The  average  age  of  the  59  substantive  decisions  was  7.4  months. 

As  issues  become  more  complex  and  new  areas  of  law  explored,  it  is 
important  that  the  parties  involved  have  an  opportunity  to  present  their 
case  and  to  respond  face  to  face  to  questions  asked  during  the  oral 
argument  process.  Oral  arguments  continue  to  be  an  important  part  of 
the  Commission's  decision  process.  During  FY  1990,  five  oral  arguments 
were  held. 

The  Commission  attempts  to  hold  as  many  meetings  as  possible  in  open 
session  and  of  the  26  meetings  held  in  FY  1990,  12  were  open,  3  were 
closed  and  11  were  partially  closed  and  partially  open. 
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ADMINISTRATIVE  LAW  JUDGE  DETERMINATIONS 


1990 
Actual 
FTE  Amount 


FTE 


1991 
Estimate 
'E  Amount 


1992 
Request 
FTE  Amount 


Increase  or 

Decrease 
FTE  Amount 


Administra- 
tive Law  Judge 
Determinations/ 
Total  Obliga- 
tions : 


21  1,681,000 


20  1,813,000 


22    2,142,000    +2  +  329,000 


Introduction 

The  Commission  employs  a  corps  of  Administrative  Law  Judges  to  hear  and 
decide  contested  cases  at  the  trial  level,  as  initiated  by  the  Secretary 
of  Labor,  mine  operators,  and  miners  or  their  representatives.  The 
judges  are  also  responsible  for  evaluating  and  approving  or  denying 
settlement  agreements  under  the  Mine  Act. 

The  Agency  maintains  two  offices  of  Administrative  Law  Judges:  one  in 
Falls  Church,  Virginia  and  one  in  Denver,  Colorado.  Administrative  law 
judges  travel  from  these  offices  to  hearing  sites  located  at  or  near  the 
mine  involved  in  order  to  afford  miners  and  their  representatives  the 
full  opportunity  to  participate. 

1992  Budget  Request 

At  the  Administrative  Law  Judge  Level,  the  Commission  is  requesting  an 
increase  of  $329,000.  Included  in  this  amount  is  $153,000  for  the 
salary,  travel,  hearing  costs  and  equipment,  for  an  additional 
administrative  law  judge  and  secretary  (two  FTE).  An  additional 
$176,000  is  requested  to  fund  existing  staff  costs  in  1992.  This  amount 
includes  $65,000  for  the  annualized  FY  1991  pay  increases,  $56,000  for 
the  proposed  4.2%  pay  increase  in  FY  1992,  an  extra  workday,  and  a 
slight  increase  in  other  existing  staff  costs.  These  increases  are 
partially  offset  by  a  $6,000  reduction  in  communications. 

A  total  of  2,349  new  cases  are  anticipated  for  FY  1992,  an  increase  of 
174  cases  above  FY  1991.  As  a  result  of  the  continued  increase  in  the 
inventory  of  undecided  cases  and  the  high  level  of  new  cases  anticipated 
in  FY  1992,  the  Commission  believes  that  it  is  imperative  to  hire  an 
additional  administrative  law  judge  and  secretary  at  the  beginning  of  FY 
1992.  With  the  additional  staffing  anticipated  in  this  activity, 
dispositions  are  projected  to  total  2,165  for  the  year,  leaving  an  end 
of  year  inventory  of  1,668  cases,  an  increase  of  184  above  FY  1991. 
Although  the  Commission  has  no  control  over  the  new  cases  filings, 
proposed  activities  of  the  Department  of  Labor's  Mine  Safety  and  Health 
Administration,  such  as  regular  inspections,  assessed  citations,  civil 
penalties  and  mining  regulation  changes,  as  well  as  past  year  and 
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current  year  incoming  case  levels,  tend  to  support  the  Commission's 
higher  ALJ  workload  estimates. 

The  Commission's  administrative  law  judges  continue  to  gain  efficiency 
in  deciding  appealed  cases.  While  the  average  number  of  assigned  case 
dispositions  per  judge  has  increased  from  131  in  FY  1988  to  an 
anticipated  162  in  FY  1992  (24%),  the  number  of  dispositions  requiring 
evidentiary  hearings  or  settlement  approvals  have  also  increased 
substantially  from  820  in  FY  1988  to  an  estimated  1,448  in  FY  1992 
(77%).  These  case  dispositions  requiring  evidentiary  hearings  or 
approval  of  settlement  proposals  continue  to  consume  the  majority  of  the 
judges'  time. 

Although  the  inventory  of  ALJ  cases  is  higher  than  in  recent  years ,  the 
Commission  believes  that  with  the  increased  funding  and  FTE  requested, 
it  can  effectively  and  efficiently  meet  the  case  output  estimate  and 
keep  its  cases  current. 

1991 

In  fiscal  year  1991,  2,175  new  cases  are  anticipated  and  case 
dispositions  are  expected  to  total  1,970,  leaving  an  end  of  year 
inventory  of  1,484  cases. 

During  the  first  quarter  of  FY  1991  (October  1  -  December  31,  1990),  the 
Commission's  judges  received  683  new  cases  and  disposed  of  473. 
Although  the  number  of  new  cases  are  at  a  rate  that  would  exceed 
anticipated  annual  levels,  the  Commission  believes  that  its  estimate  of 
2,175  new  cases  for  the  year  is  appropriate. 

1990 

At  the  beginning  of  fiscal  year  1990,  there  were  1,080  cases  pending  in 
the  Office  of  AUs.  During  the  year,  the  office  received  2,029  cases 
and  disposed  of  1,930.  Two  hundred  and  ninety- six  dispositions  required 
evidentiary  hearings.  In  addition,  the  Commission  judges  approved  943 
settlement  proposals.  Cases  pending  before  the  ALJs  totaled  1,279  at 
the  end  of  fiscal  year  1990. 


373 


-12- 


SELECTED 

WORKLOAD 

DATA 

1990 
Actual 

1991 
Estimate 

1992 
Request 

Administrative  Law  Judge 
Determinations 

Cases  pending  beginning  of  year 

1,180 

1,279 

1,484 

New  cases  received 

2.029 

2.175 

2.349 

Total  case  workload 

3,209 

3,454 

3,833 

Cases  decided 

1.930 

1.970 

2.165 

Cases  pending  end  of  year 

1,279 

1,484 

1,668 

Commission  Review  Activities 

Cases  pending  beginning  of  year 

26 

28 

36 

New  cases  received 

80 

75 

92 

Total  case  workload 

106 

103 

128 

Cases  decided 

78 

67 

79 

Cases  pending  end  of  year 

28 

36 

49 
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DETAIL  OF  PERMANENT  POSITIONS 
FEDERAL  MINE  SAFETY  AND  HEALTH  REVIEW  COMMISSION 


Executive  Level  III 
Executive  Level  IV 
Subtotal 


ES-4 


Subtotal 


ALJ-2 
ALJ-3 

Subtotal 

GS-17 
GS-16 
GS-15 
GS-14 
GS-13 
GS-11 
GS-10 
GS-09 
GS-08 
GS-07 
GS-06 
GS-05 
GS-04 

Subtotal 

Total  permanent  positions 

Unfilled  Positions  End  of  Year 

Total  Permanent  Employment 
End  of  Year 


1990 
Actual 

1 
4 
5 

_2 

2 


1 
10 
6 
2 
4 
1 
1 
5 
3 
12 
1 
1 
_2 
49 
56 
•11 

43 


1991 
Estimate 

_4 

5 

_1 

2 

1 
10 
11 


6 
2 
4 
1 
1 
5 
3 
12 
1 
1 
_2 
38 
56 
■_8 

48 


1992 
Estimate 

1 
.4 
5 

.2 

1 
10 
11 


6 
2 
4 
1 
1 
5 
3 
12 
1 
1 
_2 
38 
56 
■_5 
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Tuesday,  April  30,  1991. 
NATIONAL  COMMISSION  ON  AIDS 
WITNESSES 

DR.  JUNE  E.  OSBORN,  M.D.,  CHAIRMAN 

MAUREEN  BYRNES,  M.P.A.,  EXECUTIVE  DIRECTOR 

Mr.  Early  [presiding].  The  committee  will  come  to  order. 

This  morning,  we  are  going  to  have  the  budget  for  the  National 
Commission  on  Acquired  Immune  Deficiency  Syndrome. 

Dr.  Osborn.  Thank  you,  Mr.  Early,  Mr.  Chairman,  Mr.  Pursell 
and  Mr.  Roybal.  Nice  to  be  here  and  sorry  to  know  of  your  inabil- 
ity to  speak. 

Opening  Statement 

Good  morning,  Mr.  Chairman,  and  members  of  the  committee.  I 
am  Dr.  June  Osborn,  Dean  of  the  School  of  Public  Health  at  the 
University  of  Michigan  and  Chairman  of  the  National  Commission 
on  AIDS.  It  is  a  pleasure  to  be  here  on  behalf  of  all  the  members  of 
the  Commission. 

As  you  know,  the  National  Commission  on  AIDS  is  charged  with 
promoting  the  development  of  a  national  consensus  on  policy  con- 
cerning AIDS  and  of  studying  and  making  recommendations  for  a 
consistent  national  policy  on  AIDS  and  the  human  immunodefi- 
ciency virus,  HIV,  epidemic. 

Allow  me  to  take  this  opportunity  to  commend  you  and  other 
Members  of  Congress  for  the  passage  of  both  the  Americans  with 
Disabilities  Act,  ADA,  and  the  Ryan  White  Comprehensive  AIDS 
Resources  Emergency  Act,  CARE,  during  the  last  session.  The  im- 
plementation of  the  ADA  and  full  funding  of  the  CARE  Act  will 
have  far-reaching  consequences  for  all  those  living  with  HIV  dis- 
ease. 

Thus  far,  approximately  170,000  Americans  have  been  diagnosed 
with  AIDS,  and  over  106,000  of  these  individuals  have  died;  close  to 
120  people  are  dying  each  day.  All  of  these  numbers  will  escalate 
dramatically  over  the  next  several  years. 

Nearly  1,000,000  Americans  face  premature  illness  from  HIV  in- 
fection, and  the  minimum  number  of  new  infections  each  year  is 
45,000.  The  more  likely  number  is  two  to  five  times  that. 

Since  the  interval  between  onset  of  infection  with  HIV  and  AIDS 
is  commonly  up  to  10  years,  each  increment  assures  us  of  certain 
trouble  further  into  the  21st  century. 

COMMISSION  ACTIVITIES 

Confronted  with  the  increasing  human  toll  of  the  HIV  epidemic, 
the  Commission  early  in  its  tenure  recognized  the  need  to  intensify 
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national  efforts  to  understand  and  meet  the  needs  of  people  living 
with  HIV  disease  and  to  stop  the  spread  of  HIV  infection. 

Accordingly,  the  Commission  in  its  work  has  endeavored  to 
create  broad  public  agreement  on  the  magnitude,  scope  and  urgen- 
cy of  the  HIV  epidemic. 

The  Commission  has  also  sought  to  inspire  leadership  at  all 
levels  of  both  the  public  and  private  sectors  to  put  in  place  effec- 
tive, cooperative,  and  non-discriminatory  systems  and  resources  re- 
quired for  prevention,  comprehensive  care,  and  research  efforts 
necessary  to  halt  the  epidemic. 

The  Commission  continues  to  fulfill  its  statutory  mandate 
through  public  hearings,  meetings,  roundtable  discussions,  staff 
analyses,  and  interim  reports,  as  well  as  site  visits  throughout  the 
country. 

These  forums  provide  a  foundation  for  decision-making  by  pro- 
viding an  opportunity  to  consider  expert  testimony  on  the  increas- 
ingly complex  issues  related  to  HIV  disease,  and  by  giving  the 
Commission  occasion  to  interact  with  and  learn  from  care  provid- 
ers and  persons  living  with  HIV  disease  in  their  own  communities. 

Since  it  began  its  work  20  months  ago,  the  Commission  has 
heard  from  as  many  as  700  individuals  and  organizations  from  over 
75  cities.  We  have  issued  one  annual  report  and  four  interim  re- 
ports, including  one  just  issued  this  month  on  HIV  disease  in  cor- 
rectional facilities.  A  copy  of  this  report  has  been  sent  to  each 
Member  of  Congress,  and  all  of  our  earlier  reports  have  been  in- 
cluded in  our  prepared  materials,  which  were  submitted  to  the  sub- 
committee earlier. 

COMMISSION  FINDINGS 

The  activities  of  the  Commission  during  the  past  year  have  rein- 
forced our  view  that  the  Nation  has  far  to  go  before  we  can  claim 
victory  in  the  war  on  AIDS.  Based  on  what  we  have  seen  and 
heard,  it  is  clear  that  the  decade  of  the  nineties  will  be  far  worse 
than  what  we  experienced  in  the  eighties. 

The  epidemic  continues  to  spread  throughout  the  Nation,  and 
our  educational  efforts  have  yet  to  take  on  the  urgency  needed  to 
meet  the  demands  of  this  terrible  disease,  for  which  there  is  no 
vaccine  or  cure. 

As  the  caseload  grows,  there  will  be  ever-increasing  strains  on 
the  Nation's  already  faltering  health  care  financing  and  delivery 
systems,  an  issue  the  Commission  considers  to  be  of  top  priority. 

At  this  time,  I  would  like  to  highlight  some  of  our  findings  and 
recommendations  of  the  past  year. 

NEED  FOR  NATIONAL  PLAN 

In  April  of  last  year,  the  Commission  issued  its  second  Interim 
Report  to  Congress  and  the  President.  Key  among  the  recommen- 
dations was  a  call  for  the  establishment  of  a  Federal  interagency 
mechanism  to  coordinate  a  national  plan  for  combatting  the  HIV 
epidemic. 

The  Commission  found  that  a  lack  of  clear  definition  of  govern- 
ment roles  at  all  levels  has  hampered  our  national  ability  to  orga- 
nize health  care  services,  to  recruit  and  train  human  services  per- 
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sonnel,  to  provide  housing  for  the  sick,  to  provide  effective  HIV 
education  and  prevention  programs,  to  provide  coordinated,  com- 
prehensive substance  abuse  treatment  and  prevention  programs, 
and  to  develop  sufficient  monies  to  finance  all  these  efforts. 

All  across  the  country,  there  is  a  cry  for  leadership  from  the  Fed- 
eral Government  and  partnership  between  the  different  levels  of 
government  and  the  private  sector.  There  is  no  question  that  there 
have  been  creative  and  often  heroic  efforts  at  every  level  of  govern- 
ment to  address  the  HIV  epidemic,  but  coordination  of  these  efforts 
is  the  missing  link  in  an  effective  national  strategy. 

The  National  Commission  on  AIDS  will  continue  to  recommend 
policy  goals  for  a  national  plan.  However,  it  is  critical  that  a  Feder- 
al interagency  mechanism  be  in  place  so  that  those  who  are  ulti- 
mately responsible  for  the  implementation  will  have  an  active  role 
in  its  development. 

RURAL  AMERICA,  RESEARCH,  AND  THE  WORK  FORCE 

In  August,  the  Commission  issued  its  third  interim  report,  based 
on  our  findings  concerning  the  HIV  epidemic  in  rural  America,  re- 
search, and  the  health  care  work  force.  In  the  report,  the  Commis- 
sion called  for  an  expansion  of  HIV  education  and  outreach  serv- 
ices in  rural  communities  and  additional  resources  to  combat  the 
three  epidemics  of  HIV  infection,  drug  addiction,  and  sexually- 
transmitted  diseases  in  rural  America. 

The  report  highlighted  the  need  to  address  concerns  about  the 
limited  number  of  enrollees  in  clinical  trials  at  the  National  Insti- 
tutes of  Health,  as  well  as  the  lack  of  demographic  and  geographic 
diversity  of  participants. 

The  desperate  need  for  more  research  on  the  management  of  op- 
portunistic infections,  usually  the  cause  of  death  for  people  with 
HIV  disease,  was  also  stressed. 

The  report  also  called  for  immediate  actions  to  deal  with  the 
shortage  of  crisis  proportions  of  health  care  providers  capable  and 
willing  to  care  for  people  living  with  HIV  disease. 

HIV  IN  CORRECTIONAL  FACILITIES 

Last  summer,  the  Commission  went  to  New  York  for  a  first-hand 
look  at  HIV  disease  in  correctional  facilities.  As  mentioned  earlier, 
a  report  based  on  the  powerful  national  testimony  we  heard  from 
corrections  and  prison  health  professionals,  as  well  as  past  and 
present  detainees  from  all  over  the  country,  was  issued  this  month 
by  the  Commission  as  its  fourth  interim  report. 

In  November,  the  Commission  conducted  hearings  and  site  visits 
to  examine  the  effects  of  the  HIV  epidemic  on  the  Commonwealth 
of  Puerto  Rico.  It  was  clear  that  the  epidemic  presents  a  number  of 
unique  challenges  to  the  Commonwealth. 

In  December,  the  Commission  held  meetings  in  Baltimore  to  dis- 
cuss issues  surrounding  the  financing  of  health  care  for  people 
with  HIV  disease.  As  mentioned  earlier,  the  Commission  considers 
health  care  financing  issues  of  utmost  importance  and  will  devote 
much  of  its  time  and  efforts  over  the  coming  months  to  them. 
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HIV  AMONG  VARIOUS  COMMUNITIES 

We  also  had  extensive  discussions  in  Baltimore  with  numerous 
individuals  from  around  the  country  about  the  HIV  epidemic  in  Af- 
rican-American communities. 

In  January,  the  Commission  held  hearings  on  substance  use  and 
the  HIV  epidemic.  Preventing  the  spread  of  HIV  among  intrave- 
nous and  non-intravenous  drug  users  is  a  formidable  task.  The 
overlapping  epidemics  of  HIV  disease  and  substance  use  present 
our  Nation  with  major  challenges,  and  the  Commission  will  contin- 
ue to  focus  much  of  our  attention  on  this  important  issue. 

In  February,  members  of  the  Commission  conducted  site  visits  to 
various  parts  of  the  country  to  examine  HIV  disease  in  Native 
American  communities.  Last  month,  the  Commission  conducted 
hearings  and  site  visits  in  Chicago  that  focused  on  the  HIV  epidem- 
ic in  Hispanic-American  communities  and  among  the  Nation's  ado- 
lescent and  pediatric  populations. 

Over  the  next  several  months,  the  Commission  plans  to  examine 
HIV  disease  among  women,  gay,  lesbian  and  bisexual  communities, 
Asian-Americans,  as  well  as  other  communities.  We  will  also  be 
spending  a  good  deal  of  time  examining  issues  of  prevention  and 
considering  the  health  care  delivery  and  financing  needs  of  people 
living  with  HIV  disease. 

In  its  statutory  role  of  advising  Congress  and  the  President,  the 
Commission  has  played  an  active  role  in  the  policy  debate  around 
issues  relating  to  the  epidemic,  as  well  as  legislative  initiatives 
such  as  Americans  with  Disabilities  Act  and  the  Ryan  White  Com- 
prehensive AIDS  Resource  Emergency  Act  of  1990. 

As  you  may  know,  the  Commission  has  also  been  proactive  in 
calling  upon  the  Administration  and  Congress  to  reassess  current 
U.S.  immigration  policy  as  it  relates  to  HIV  disease.  We  are  very 
pleased  that  both  the  Congress  and  the  Administration  have  taken 
excellent  steps  to  rectify  existing  policy,  and  we  hope  the  issue  is 
favorably  resolved  soon.  As  required  by  law,  the  Commission  will 
submit  a  major  report  to  Congress  and  the  President  in  late 
summer. 

FUTURE  PLANS  OF  COMMISSION 

In  fiscal  year  1992,  the  Commission  plans  to  continue  to  conduct 
its  activities  through  a  variety  of  forums  in  Washington,  D.C.  and 
across  the  country.  As  the  second  decade  of  the  epidemic  begins, 
the  challenges  before  us  are  many.  It  is  critical  that  the  public 
health  strategies  of  the  1990s  designed  to  meet  these  challenges  re- 
ceive top  priority  at  all  levels  of  government  and  the  private  sector. 

The  Commission  will  continue  to  fulfill  its  mandate  with  great 
determination  and  looks  forward  to  continuing  our  close  working 
relationship  with  the  Congress  in  the  months  ahead.  The  Presi- 
dent's fiscal  year  1992  budget  includes  $3,000,000  for  the  National 
Commission  on  AIDS.  This  is  the  amount  requested  by  the  Com- 
mission for  the  next  fiscal  year. 

Thank  you.  I  would  be  happy  to  answer  any  questions  you  may 
have. 

[The  statement  of  Dr.  Osborn  follows:] 
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Good  morning,  Mr.  Chairman  and  Members  of  the 
Committee.     I  am  Dr.  June  Osborn,  Dean  of  the  School  of 
Public  Health  at  the  University  of  Michigan  and 
Chairman  of  the  National  Commission  on  AIDS.     It  is  a 
pleasure  to  be  here  on  behalf  of  all  the  members  of  the 
Commission. 

As  you  know,  the  National  Commission  on  AIDS  is 
charged  with  promoting  the  development  of  a  national 
consensus  on  policy  concerning  AIDS  and  of  studying  and 
making  recommendations  for  a  consistent  national  policy 
on  AIDS  and  the  human  immunodeficiency  virus  (HIV) 
epidemic. 

Allow  me  to  take  this  opportunity  to  commend  you 
and  other  Members  of  Congress  for  the  passage  of  both 
the  Americans  with  Disabilities  Act ( ADA )  and  the  Ryan 
White  Comprehensive  AIDS  Resources  Emergency ( CARE )  Act 
during  the  last  session.     The  implementation  of  the  ADA 
and  full  funding  of  the  CARE  Act  will  have  far-reaching 
consequences  for  all  those  living  with  HIV  disease. 

Thus  far,  approximately  170,000  Americans  have 
been  diagnosed  with  AIDS  and  over  106,000  of  these 
individuals  have  died  —  close  to  120  people  are  dying 
each  day.     All  of  these  numbers  will  escalate 
dramatically  over  the  next  several  years.     Nearly  one 
million  Americans  face  premature  illness  from  HIV 
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infection  and  the  minimum  number  of  new  infections  each 
year  is  45,000  —  the  more  likely  number  is  two  to  five 
times  that.     Since  the  interval  between  onset  of 
infection  with  HIV  and  AIDS  is  commonly  up  to  ten 
years,  each  increment  assures  us  of  certain  trouble 
further  into  the  twenty- first  century. 

Confronted  with  the  increasing  human  toll  of  the 
HIV  epidemic,  the  Commission  early  in  its  tenure 
recognized  the  need  to  intensify  national  efforts  to 
understand  and  meet  the  needs  of  people  living  with  HIV 
disease  and  to  stop  the  spread  of  HIV  infection. 
Accordingly,  the  Commission  in  its  work  has  endeavored 
to  create  broad  public  agreement  on  the  magnitude, 
scope,  and  urgency  of  the  HIV  epidemic. 

The  Commission  has  also  sought  to  inspire 
leadership  at  all  levels  of  both  the  public  and  private 
sectors  to  put  in  place  effective,  cooperative  and  non- 
discriminatory systems  and  resources  required  for 
prevention,  comprehensive  care,  and  research  efforts 
necessary  to  halt  the  epidemic. 

The  Commission  continues  to  fulfill  its  statutory 
mandate  through  public  hearings,  meetings,  roundtable 
discussions,  staff  analyses,  and  interim  reports,  as 
well  as  site  visits  throughout  the  country.  These 
forums  provide  a  foundation  for  decision-making  by 
providing  an  opportunity  to  consider  expert  testimony 
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on  the  increasingly  complex  issues  related  to  HIV 
disease,  and  by  giving  the  Commission  occasion  to 
interact  with  and  learn  from  care  providers  and  persons 
living  with  HIV  disease  in  their  own  communities. 
Since  it  began  its  work  20  months  ago,  the  Commission 
has  heard  from  as  many  as  700  individuals  and 
organizations  from  over  75  cities.     We  have  issued  one 
annual  report  and  four  Interim  Reports,  including  one 
just  issued  this  month  on  HIV  Disease  in  Correctional 
Facilities.     A  copy  of  this  report  has  been  sent  to 
each  Member  of  Congress  and  all  of  our  earlier  reports 
have  been  included  in  our  prepared  materials,  which 
were  submitted  to  the  Subcommittee  earlier. 

The  activities  of  the  Commission  during  the  past 
year  have  reinforced  our  view  that  the  nation  has  far 
to  go  before  we  can  claim  victory  in  the  war  on  AIDS. 
Based  on  what  we  have  seen  and  heard  ,/llt  is  clear  that 
the  decade  of  the  90 'i  will  be  far  worse  than  what  we 
experienced  in  the  80 's.     The  epidemic  continues  to 
spread  throughout  the  nation  and  our  educational 
efforts  have  yet  to  take  on  the  urgency  needed  to  meet 
the  demands  of  this  terrible  disease,  for  which  there 
is  no  vaccine  or  cure.    As  the  caseload  grows,  there 
will  be  ever  increasing  strains  on  the  nation's  already 
faltering  health  care  financing  and  delivery  systems, 
an  issue  the  Commission  considers  to  be  of  top 
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priority.  At  this  time,  I  would  like  to  highlight  some 
of  our  findings  and  recommendations  of  the  past  year. 

In  April  of  last  year,  the  Commission  issued  its 
second  Interim  Report  to  Congress  and  the  President. 
Key  among  the  recommendations  was  a  call  for  the 
establishment  of  a  federal  interagency  mechanism  to 
coordinate  a  national  plan  for  combatting  the  HIV 
epidemic.     The  Commission  found  that  a  lack  of  clear 
definition  of  government  roles  at  all  levels  has 
hampered  our  national  ability  to  organize  health  care 
services,  to  recruit  and  train  human  services 
personnel,  to  provide  housing  for  the  sick,  to  provide 
effective  HIV  education  and  prevention  programs,  to 
provide  coordinated,  comprehensive  substance  abuse 
treatment  and  prevention  programs  and  to  develop 
sufficient  monies  to  finance  all  of  these  efforts.  All 
across  the  country  there  is  a  cry  for  leadership  from 
the  federal  government  and  partnership  between  the 
different  levels  of  government  and  the  private  sector. 
There  is  fco  question  that  there  have  been  creative  and 
often  heroic  efforts  at  every  level  of  government  to 
address  the  HIV  epidemic,  but  coordination  of  these 
efforts  is  the  missing  link  to  an  effective  national 
strategy . 

The  National  Commission  on  AIDS  will  continue  to 
recommend  policy  goals  for  a  national  plan.  However, 
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it  is  critical  that  a  federal  interagency  mechanism  be 
in  place  so  that  those  who  are  ultimately  responsible 
for  the  implementation  will  have  an  active  role  in  its 
development. 

In  August,  the  Commission  issued  its  third  Interim 
Report,  based  on  our  findings  concerning  the  HIV 
epidemic  in  rural  America,  research,  and  the  health 
care  workforce.     In  the  report,  the  Commission  called 
for  an  expansion  of  HIV  education  and  outreach  services 
in  rural  communities  and  additional  resources  to  combat 
the  three  epidemics  of  HIV  infection,  drug  addiction, 
and  sexually  transmitted  diseases  in  rural  America. 

The  report  highlighted  the  need  to  address 
concerns  about  the  limited  number  of  enrollees  in 
clinical  trials  at  the  National  Institutes  of  Health, 
as  well  as  the  lack  of  demographic  and  geographic 
diversity  of  participants.     The  desperate  need  for  more 
research  on  the  management  of  opportunistic  infections, 
usually  the  cause  of  death  for  people  with  HIV  disease, 
was  also  stressed. 

The  report  also  called  for  immediate  actions  to 
deal  with  the  shortage  of  crisis  proportions  of  health 
care  providers  capable  and  willing  to  care  for  people 
living  with  HIV  disease.     Last  summer,  the  Commission 
went  to  New  York  for  a  first-hand  look  at  HIV  disease 
in  correctional  facilities.     As  mentioned  earlier,  a 
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report  based  on  the  powerful  national  testimony  we 
heard  from  corrections  and  prison  health  professionals, 
as  well  as  past  and  present  detainees  from  all  over  the 
country,  was  issued  this  month  by  the  Commission  as  its 
fourth  Interim  Report. 

In  November,  the  Commission  conducted  hearings  and 
site  visits  to  examine  the  effects  of  the  HIV  epidemic 
on  the  Commonwealth  of  Puerto  Rico.     It  was  clear  that 
the  epidemic  presents  a  number  of  unique  challenges  to 
the  Commonwealth.     In  December,  the  Commission  held 
meetings  in  Baltimore  to  discuss  issues  surrounding  the 
financing  of  health  care  for  people  with  HIV  disease. 
As  mentioned  earlier,  the  Commission  considers  health 
care  financing  issues  of  utmost  importance  and  will 
devote  much  of  its  time  and  efforts  over  the  coming 
months  to  them.     We  also  had  extensive  discussions  in 
Baltimore  with  numerous  individuals  from  around  the 
country  about  the  HIV  epidemic  in  African-American 
communities. 

In  January,  the  Commission  held  hearings  on 
substance  use  and  the  HIV  epidemic.     Preventing  the 
spread  of  HIV  among  intravenous  and  non-intravenous 
drug  users  is  a  formidable  task.     The  overlapping 
epidemics  of  HIV  disease  and  substance  use  present  our 
nation  with  major  challenges  and  the  Coxamission  will 
continue  to  focus  much  of  our  attention  on  this 
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important  issue.     In  February,  members  of  the 
Commission  conducted  site  visits  to  various  parts  of 
the  country  to  examine  HIV  disease  in  Native  American 
communities.     Last  month,  the  Commission  conducted 
hearings  and  site  visits  in  Chicago  that  focused  on  the 
HIV  epidemic  in  Hispanic-American  communities  and  among 
the  nation's  adolescent  and  pediatric  populations. 
Over  the  next  several  months,  the  Commission  plans  to 
examine  HIV  disease  among  women,  Gay,  Lesbian  and 
Bisexual  communities,  Asian-Americans,  as  well  as  other 
communities.     We  will  also  be  spending  a  good  deal  of 
time  examining  issues  of  prevention  and  considering  the 
health  care  delivery  and  financing  needs  of  people 
living  with  HIV  disease. 

In  its  statutory  role  of  advising  Congress  and  the 
President,  the  Commission  has  played  an  active  role  in 
the  policy  debate  around  issues  relating  to  the 
epidemic,  as  well  as  legislative  initiatives  such  as 
the  Americans  with  Disabilities  Act  and  the  Ryan  White 
Comprehensive  AIDS  Resources  Emergency  Act  of  1990.  As 
you  may  know,  the  Commission  has  also  been  proactive  in 
calling  upon  the  Administration  and  Congress  to 
reassess  current  U.S.  immigration  policy  as  it  relates 
to  HIV  disease.     We  are  very  pleased  that  both  the 
Congress  and  Administration  have  taken  excellent  steps 
to  rectify  existing  policy  and  we  hope  the  issue  is 
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favorably  resolved  soon. 

As  required  by  law,  the  Commission  will  submit  a 
major  report  to  Congress  and  the  President  in  late 
summer . 

In  FY92,  the  Commission  plans  to  continue  to 
conduct  its  activities  through  a  variety  of  forums  in 
Washington,  D.C.  and  across  the  country.     As  the  second 
decade  of  the  epidemic  begins,  the  challenges  before  us 
are  many.     It  is  critical  that  the  public  health 
strategies  of  the  1990 's  designed  to  meet  these 
challenges  receive  top  priority  at  all  levels  of 
government  and  the  private  sector. 

The  Commission  will  continue  to  fulfill  its 
mandate  with  great  determination  and  looks  forward  to 
continuing  our  close  working  relationship  with  the 
Congress  in  the  months  ahead.     The  President's  FY92 
Budget  includes  $3  million  for  the  National  Commission 
on  AIDS.     This  is  the  amount  requested  by  the 
Commission  for  the  next  fiscal  year.     Thank  you.  I 
would  be  happy  to  answer  any  questions  you  may  have. 
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FEDERAL  COORDINATION 

Mr.  Early.  Dr.  Osborn,  I  want  to  thank  you  for  your  statement. 
The  committee  is  glad  to  see  Ms.  Byrnes  back. 

Dr.  Osborn,  almost  exactly  one  year  ago,  the  Commission  recom- 
mended that  a  Federal  interagency  mechanism  be  created  to  co- 
ordinate a  national  plan  to  address  the  AIDS  epidemic.  Your  state- 
ment reiterates  this  need  today.  Why  has  this  recommendation  not 
been  acted  upon? 

Dr.  Osborn.  I  don't  know,  sir,  that  was  the  recommendation  to 
the  Executive  Branch  of  Government,  and  we  felt  it  strongly  then, 
feel  it  even  more  strongly  now,  as  we  see  some  of  the  cost  of  not 
being  well-coordinated. 

At  the  moment,  the  only  coordination  that  is  smooth  is  within 
the  U.S.  public  health  system.  There  is  some  substantial  coordina- 
tion across  HHS.  We  have  designated  members  from  the  Depart- 
ment of  Defense  and  Veterans'  Affairs,  who  sit  with  us  on  the 
Commission.  Those  two  Departments  also  interact,  at  least  in  our 
deliberations,  and  there  is  some  coordination  there. 

We  feel  quite  strongly  there  needs  to  be  quite  a  bit  more  and 
across  a  much  broader  range  of  executive  functions. 

Mr.  Early.  Doctor,  we  read  your  annual  report,  and  you  talk 
about  more  reports,  but  the  committee  has  a  real  frustration  when, 
in  your  comment,  you  say  you  are  looking  for  more  coordination, 
and  then  you  suggested  several  other  things  you  want  to  do. 

I  would  think  we  want  to  implement  the  first  plan  you  had.  I 
don't  know  why  we  keep  moving  onto  studies  without  implement- 
ing the  first  recommendation. 

Dr.  Osborn.  I  would  welcome  any  suggestions  you  have  about 
how  to  push  harder  on  the  Executive  Branch.  We  are  a  volunteer 
organization.  We  all  have  full-time  jobs.  We  try  to  be  responsive  to 
the  mandate,  the  Congressional  legislation  that  created  us.  There  is 
a  limit  on  how  much  can  be  done. 

I  would  certainly  be  eager  for  your  suggestions. 

Mr.  Early.  We  are  not  moving  forward  if  we  just  keep  studying. 
In  your  professional  opinion,  what  do  you  consider  to  be  the  key 
components  of  a  national  plan? 

Dr.  Osborn.  I  think  we  need  to  have  an  honest  assessment  of  the 
scope  of  the  problem  that  is  coming,  which  is  very  substantial.  I 
think  the  Nation,  of  forces  that  be,  the  Federal  forces  can  be  quite 
helpful  in  alerting  so-called  low-incidence  areas  to  problems  that 
have  been  faced  and  solutions  that  have  been  found  in  more  heavi- 
ly impacted  areas,  like  your  own. 

We  see  a  lot  of  reinventing  of  the  wheel  beginning  to  happen,  as 
smaller  communities  are  the  most  rapidly  growing  areas  of  the  epi- 
demic. There  is  a  lot  of  potential  facilitation  of  the  response  to  this 
tremendous  need  that  is  clearly  coming.  It  is  like  a  locomotive  that 
you  can  see. 

So,  there  is  a  great  deal  that  could  be  done  to  smooth  the  re- 
sponse and  take  advantage  of  what  has  been  learned.  You  com- 
ment about  our  doing  more  studies,  it  is  an  effort  to  try  and  gain 
as  much  time  as  can  be  gained. 

We  are  broadly  represented  nationally,  and  I  am  very  proud  of 
the  Commission  and  its  membership  and  staff,  so  we  feel  we  can 
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add  something  by  having  a  bit  of  a  blueprint  out  there  as  commu- 
nities begin  to  recognize  and  face  the  problems  that  are  coming  to 
them,  but  there  needs  to  be  some  ongoing  coordination  of  that  sort. 

For  instance,  housing  is  a  regular,  almost  immediate  problem 
once  the  AIDS  epidemic  hits  a  community,  because  people  lose 
their  ability  to  earn  money.  So,  there  is  that  kind  of  problem. 

In  rural  health  care,  oftentimes  rural  health  is  sort  of  marginal- 
ly allowed  for,  anyhow.  A  single  instance  of  unanticipated  HIV  dis- 
ease in  a  rural  hospital  can  absolutely  undo  the  financing  or  sav- 
ings that  hospital  has  managed  to  put  aside  for  a  rainy  day.  That 
kind  of  thing,  if  anticipated,  sometimes  can  be  worked  with,  espe- 
cially in  the  context  of  health  care,  where  hospitalization  may  not 
be  the  right  answer,  anyway. 

Mr.  Early.  Your  comments  just  reiterated  what  you  say  in  your 
statement,  and  all  the  other  witnesses  tell  the  committee — it  is  a 
lack  of  coordination. 

Dr.  Osborn.  I  certainly  agree  with  you. 

Mr.  Early.  Do  you  think  the  development  of  a  national  plan  and 
the  responsibility  for  its  coordination  could  be  performed  by  an  ex- 
isting office  within  the  Department  of  Health  and  Human  Serv- 
ices? 

Dr.  Osborn.  No,  that  is  the  point  of  that  recommendation.  I 
think  there  is  a  bit  of  coordination  within  Health  and  Human 
Services,  but  the  epidemic  is  cutting  across  society.  The  level  of  co- 
ordination we  call  for  would  facilitate  that  overall  response  to  the 
epidemic  and  coordinate  it. 

There  is  a  sharp  drop-off  at  this  point  as  one  goes  beyond  HHS. 

Mr.  Early.  Even  though  it  is  not  your  role,  would  this  committee 
be  better  off  giving  money  to  your  Commission? 

Dr.  Osborn.  I  think  you  are  talking  about  a  different  Commis- 
sion. I  am  not  sure  $3,000,000  would  do  it,  even  if  all  of  us  didn't 
have  full-time  problems. 

Mr.  Early.  It  probably  would  get  implemented  with  a  smaller 
full-time  force.  It  is  not  happening  at  all  now. 

THE  AMERICANS  WITH  DISABILITIES  ACT 

Has  the  Americans  with  Disabilities  Act  begun  to  make  a  differ- 
ence for  people  living  with  HIV  disease? 

Dr.  Osborn.  I  think  so.  I  think  in  States  where  the  Americans 
with  Disabilities  Act  has  been  supplemented  by  State  and  local 
law,  it  makes  a  tremendous  difference.  I  think  right  now,  different 
parts  of  the  country  are  quite  uneven.  I  think  it  has  been  a  sub- 
stantial help  in  letting  some  of  the  dreadful  discrimination  against 
people  with  HIV  disease,  it  has  backed  it  off. 

Mr.  Hoyer.  Will  the  gentleman  yield? 

Mr.  Early.  Sure. 

Mr.  Hoyer.  The  year  before  we  passed  the  Disabilities  Act,  of 
course,  we  passed  the  Federal  housing  bill.  Admiral  Watkins  made 
it  clear  we  should  not  discriminate  in  housing,  and  we  included 
that.  We  now  have  the  disabilities  bill,  which  is  not  implemented 
at  this  point  in  time.  For  most  purposes,  it  has  not  gone  into  effect. 

Mr.  Early.  Which  States  have  done  it  better? 
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Dr.  Osborn.  I  haven't — I  have  actually  been  looking  at  States  as 
I  go  through  them,  and  I  tend  to  have  been  in  places  that  haven't 
done  it  so  well.  I  wouldn't  be  able  to  judge  the  winners. 

Mr.  Early.  I  am  trying  to  find  out — for  the  record — where  you 
think  it  is  working  best? 

Ms.  Byrnes.  Mr.  Early,  I  think  it  is  a  condition  of  funds  for  CDC 
and  other  public  health.  Many  States  have  to  have  a  plan  for  how 
they  are  going  to  address  the  HIV  needs  of  the  State.  At  the  Feder- 
al level,  we  don't  have  a  national  plan. 

I  think  it  goes  back  to  what  you  were  trying  to  get  at  earlier. 
Some  States  are  doing  it  well,  some  States  are  not.  All  States  are 
required  to  have  some  sort  of  a  plan.  We  have  not  required  that  of 
ourselves. 

Mr.  Early.  Just  identify  what  States  you  think  are  doing  it 
better  than  others.  Ms.  Byrnes,  I  would  be  disappointed  if  you 
named  Connecticut  first. 

Ms.  Byrnes.  I  am  glad  you  said  that.  I  was  tempted  to  say  that, 
as  a  matter  of  fact.  Too  early  to  tell. 

CLINICAL  TRIALS 

Mr.  Early.  As  you  know,  this  committee  is  concerned  with  the 
activities  of  the  National  Institutes  of  Health.  The  Commission's 
third  report  said  that  the  clinical  trials  program  is  in  serious  trou- 
ble with  regard  to  AIDS  research.  The  committee  is  also  concerned 
about  the  clinical  trials. 

Would  you  review  for  the  committee  your  findings? 

Dr.  Osborn.  Certainly.  I  think  what  we  found  as  of  about,  I  think 
it  was  May  or  June  of  last  year,  that  there  was  insufficient  involve- 
ment of  the  kinds  of  people  with  HIV  disease  in  the  clinical  trials 
program  as  it  was  then  constituted. 

People  of  color,  women,  children,  people  having  difficulty  obtain- 
ing geographic  access  to  the  trials,  and  we  were  concerned  about 
that.  And  the  second  major  source  of  concern  was  the — not  exclu- 
sive, but  very  dominant  focus  on  therapeutic  strategies  that  went 
straight  at  HIV,  which  of  course  is  an  important  thing  to  do,  but  at 
the  cost  of  looking  at  more  diverse  strategies  for  dealing  with  some 
of  the  infections  that  could  be  treated  theoretically  and  were  chal- 
lenging the  life  expectancy  of  people  with  HIV  disease. 

The  NIH  had  responded  to  some  of  those  discussions  by  the  time 
our  report  came  out,  and  so  they — when  I  discussed  with  them 
during  the  winter  the  substance  of  that  report,  they  pointed  out  a 
good  deal  of  progress  in  those  areas,  the  diversification  of  patients. 
As  they  point  out,  part  of  that  reflects  the  unevenness  of  the  epi- 
demic across  the  country. 

The  East  Coast  has  far  more  women  and  children  than  does  the 
West  Coast  at  present.  The  center  of  the  country,  while  it  is 
moving  very  rapidly  into  involvement  in  this  epidemic,  the  concen- 
tration phenomenon  is  not  so  great. 

But  we  have  had  extensive  discussions  with  NIH  about  our  cri- 
tique. I  met  with  them  at  considerable  length  during  the  winter.  In 
addition,  we  had  a  very  constructive  meeting  with  Dr.  Fauci  and  a 
number  of  leaders  of  clinical  trial  groups  at  the  Commission  offices 
about  two  or  three  weeks  ago.  We  will  be  doing  so  again. 
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Mr.  Early.  Has  the  Commission  found  enough  women  involved 
in  the  clinical  trials? 

Dr.  Osborn.  One  of  the  findings  was  there  had  not  been  enough 
women  involved.  We  have  been  told  of  the  progress  in  that  regard, 
and  I  think  it  does  now  represent  a  focus  of  effort  in  a  way  that  we 
think  is  good  progress. 

Mr.  Early.  I  am  going  to  yield  to  Mr.  Pursell. 

Mr.  Pursell.  Thank  you. 

Nice  to  have  you  before  the  committee. 

Dr.  Osborn.  Good  to  see  you. 

URBAN  CRISIS  AND  PUBLIC  HEALTH 

Mr.  Pursell.  You  are  the  Public  Health  Dean  at  the  University 
of  Michigan.  Dr.  Sullivan  was  here  about  a  month  ago.  He  said  we 
have  all  the  research  we  need  and  have  the  state-of-the-art  technol- 
ogy which  is  probably  the  most  advanced  in  the  world,  yet  our  de- 
livery of  services  is  especially  bad. 

In  your  report,  you  comment  on  areas  of  the  city  that  are  disas- 
ters. Those  of  us  who  have  been  supportive  of  the  inner  city  pro- 
grams, have  worked  hard  in  urban  areas,  such  as  Detroit.  I  remem- 
ber the  several  methadone  clinics  we  had  20  years  ago. 

We  are  proposing  to  establish  10  targeted  infant  mortality  cen- 
ters, one  of  which  will  probably  be  here  in  Washington,  D.C.,  so  we 
are  putting  big  money  into  specific  targetted  programs. 

You  look  at  the  clinics  and  hospitals  in  the  cities,  and  you  see  a 
very  fragmented  system  which  we  are  trying  to  move  to  the  pre- 
ventive stages.  The  myriad  of  governmental  structures,  from  cities 
to  states,  all  have  various  guidelines  to  which  we  have  to  adhere  in 
order  for  us  to  deliver  these  services.  We  see  this  in  education  as 
well — head  start  is  an  example. 

AIDS  programs  certainly  are  involved  in  that.  Drugs,  drug  users 
and  lack  of  education  are  the  problems,  and  we  need  to  also  focus 
on  preventive  services.  Looking  at  your  national  strategy,  I  am  con- 
cerned that  while  we  are  already  spending  $2,000,000,000  on  AIDS 
programs,  we  don't  have  a  good  plan  with  which  to  approach  this 
problem. 

Some  people  say  Congress  isn't  moving  aggressively  enough,  yet 
we  have  the  money  out  there.  What  we  don't  have  is  a  plan.  Would 
you  please  comment  on  the  overall  way  that  public  health  officials 
ought  to  look  at  that  delivery  of  services  in  the  inner  city  where 
the  problem  is  most  acute,  particularly  in  the  black  communities 
without  focusing  on  AIDS! 

Dr.  Osborn.  I  would  be  delighted  to. 

I  have  read  your  thoughtful  commentary  about  that,  and  know 
of  your  research  in  health  care  areas,  and  of  course,  my  overall 
School  of  Public  Health,  you  just  described  the  agenda  for  the 
whole  school.  I  am  proud  of  the  role  we  manage  to  play  in  that 
from  time  to  time. 

As  a  matter  of  fact,  as  I  suspect  you  know,  we  have  just  entered 
into  a  competition,  but  I  think  rather  strongly  in  looking  at  the 
ways  the  public  health  can  interface  better  with  communities  of 
need,  and  we  have  a  joint  proposal  that  involves  the  University  of 
Michigan  Public  Health  School,  social  work,  community  leadership 
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of  Flint  and  Detroit,  in  a  proposal  to  the  Kellogg  Foundation  that  I 
think  is  quite  exciting  and  brings  us  into  direct  address  of  the 
kinds  of  issues  you  are  raising. 

AIDS  is  in  that  context  sort  of  a  last  straw  effect,  as  your  com- 
ments suggest.  We  really — AIDS  has  not  caused  these  problems, 
they  have  been  there  for  a  long  time,  and  people  like  you  have 
been  working  very  hard  to  articulate  them. 

On  the  other  hand,  AIDS — sometimes  called  the  Siamese  twin 
epidemics  of  AIDS  and  drugs — have  been  the  last  straw  in  many 
communities.  And  if  we  don't  accept  our  own  numbers,  we  can  look 
to  other  places  where  the  epidemic  has  gotten  further  faster,  and 
recognize  in  urban  settings  where  there  is  a  difficulty  in  delivering 
health  care  in  the  first  place,  this  can  be  a  true  catastrophe  and 
one  we  are  doing  our  reports  on,  with  or  without  response,  because 
we  hope  it  will  contribute  a  little  bit  to  slowing  the  pace  of  that 
catastrophic  development. 

Infant  mortality  and  drug  use  and  lack  of  pre-natal  care  and 
HIV  risk,  they  all  merge  so  much  that  I  sometimes,  in  talking  in  a 
specific  community,  I  will  say  pick  the  one  that  is  easiest  to  go  at 
with  community  backing,  because  you  will  be  getting  at  a  lot  of  the 
same  problems  with  your  ability  to  coordinate  in  your  community. 

You  are  completely  correct,  AIDS  begs  the  whole  public  health 
agenda.  You  and  I  have  had  personal  conversations  about  doing  too 
much  for  AIDS.  If  I  felt  what  we  did  was  specifically  aimed  at  a 
specific  virus  and  specific  set  of  diseases,  I  would  have  less  energy 
than  I  feel  about  this. 

In  fact,  if  we  do  good  things  about  the  urgent  need  we  see  in  the 
AIDS  epidemic,  we  will  make  progress. 

PUBLIC  HEALTH  MODELS 

Mr.  Pursell.  Could  you  give  us  an  example  of  a  model  city  that 
is  ahead  of  the  curve  in  respect  to  delivery  of  services.  Not  just 
AIDS,  but  the  whole  gamut  of  social  needs  at  that  urban  crisis 
area. 

Dr.  Osborn.  We  were  very  excited  about  what  we  saw  when  we 
had  some  site  visits  in  Seattle.  They  had  done  a  remarkable  job  of 
pulling  the  community  together.  People  of  color  have  actually  man- 
aged to  make  a  very  useful  coalition.  They  were  addressing  their 
drug  use  problems  with  community  support. 

Mr.  Pursell.  Tell  us  how  they  were  doing  that.  Specifically, 
what  mechanism  or  set  of  guidelines  do  they  follow  to  make  it  so 
effective? 

Dr.  Osborn.  It  was  largely  a  function  of  the  fact  that  all  of  the 
potential  units  within  the  community  had  brought  themselves 
under  one  coordinated  umbrella,  so  that  whatever  the  need  was  of 
the  given  person  with  HIV  disease,  and  substance  abuse  was  woven 
in  so  tightly,  whatever  was  the  most  appropriate  community  re- 
sponse was  used. 

A  lot  of  our  big  cities  right  now  are  held  hostage  to  the  fact  the 
only  thing  they  have  got  is  very  expensive  tertiary  care  hospitaliza- 
tion. If  not  that,  nothing,  or  the  emergency  room.  A  lot  of  those  are 
beginning  to  close  because  it  is  such  an  expensive  way  to  deliver 
primary  health  care  to  poor  people. 


394 


To  see  a  community  that  has  said,  we  need  hospice  care  for  some 
people,  we  need  long-term  care  for  others,  we  need  to  have  visiting 
nurses  well-coordinated.  We  need  to  have  home  care  options  so 
people  can  keep  working  if  they  can,  and  have  their  intravenous 
therapies  at  home  in  between  times. 

We  are  losing  an  enormous  amount  of  trained  talent.  That  kind 
of  coordinated  planning  at  the  current  level,  with  help  from  the 
State  to  the  extent  possible,  and  some  Federal  funding  which  has, 
in  fact,  in  demonstration  projects  given  Seattle  part  of  its  boost  in 
that  regard,  it  is  very  exciting  to  see  it  when  it  works. 

I  do  believe  it  cuts  the  cost  of  this  locomotive. 

Mr.  Pursell.  Do  these  coordinate,  for  example,  their  block  grant 
money  out  of  the  State  of  Washington  into  Seattle? 

Dr.  Osborn.  Yes.  Let  me  say  one  thing  before  I  make  them  sound 
better.  It  was  quite  worrisome  what  they  had  done  thus  far,  the 
size  of  the  epidemic  thus  far,  and  it  wasn't  so  clear  as  the  State  of 
Washington's  finances  got  a  little  higher,  as  everyone's  has,  and 
the  number  doubles  again,  it  was  not  yet  clear  that  was  the  perfect 
solution. 

Mr.  Pursell.  Do  they  address  pre-natal  care,  and  are  they  in- 
volved in  Head  Start  and  community  educational  components? 

Dr.  Osborn.  Being  a  National  Commission  on  AIDS  person,  when 
I  was  there,  we  didn't  have  time  to  explore  that  with  the  same 
depth,  although  I  was  impressed — 

Mr.  Pursell.  Delivery  of  services  is  the  problem  of  the  nineties. 
Of  a  $12,000,000,000  health  block,  $2,000,000  is  being  spent  now, 
and  there  is  no  plan  out  there. 

We  are  going  to  do  that  in  infant  mortality,  which  I  personally 
support.  I  have  supported  this  problem  to  this  extent.  When  we  go 
to  conference  I  find  that  we  are  looking  for  money  for  immuniza- 
tion. We  can't  find  the  money. 

You  are  a  public  health  officer.  The  fact  that  we  can't  deliver  the 
Federal  funds  in  the  existing  allocation,  I  am  sure  hurts  you.  It 
hurts  me,  and  I  am  sure  it  hurts  most  of  the  members  of  the  com- 
mittee. $2,000,000,000  to  AIDS  and  $12,000,000,000  health  block 
locks  the  caps  on  everything  else  we  want  to  do  for  the  inner  city. 

The  problem  is  not  the  subject  content.  In  my  opinion  it  is  how 
we  coordinate  under  scarce  resources  the  delivery  of  all  of  those.  I 
don't  see  public  officials  at  any  level  really  looking  at  the  structure 
of  that. 

Who  is  accountable,  who  can  best  manage  it,  who  can  deliver  it 
effectively  so  we  feel  comfortable  that  the  dollars  are  used  wisely? 
But  more  importantly,  the  recipient  is  getting  the  services  he  or 
she  needs  in  that  local  inner  city.  I  think  there  is  very  little  effort, 
very  little  study. 

I  don't  see  any  management  or  strategic  plans  addressing  that 
issue.  The  only  discussions  are  that  there  needs  to  be  more  money, 
twelve  billion  dollars  is  a  lot  of  money. 

Dr.  Osborn.  I  really  agree  with  all  of  your  comments.  I  think  one 
of  the  problems  is  we  are  looking  at  a  very  small  pie — in  terms  of 
the  need,  from  which  we  then  have  to  argue  about. 

Mr.  Pursell.  Everybody  looks  at  their  piece  of  the  pie.  Look 
what  we  did  in  Desert  Storm.  It  was  well-coordinated;  personnel 
and  weapons  were  put  exactly  where  they  were  needed.  It  seems  to 
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me  we  lack  the  management  skills  to  put  together  an  attack  plan, 
if  you  will,  for  any  given  city  or  rural  community  that  has  a  seri- 
ous major  social,  political  or  economic  problem. 

Dr.  Osborn.  One  of  the  things  that  struck  me  is  we  do  very  much 
better  with  our  acute  rather  than  chronic  crisis  in  this  country.  I 
think  Desert  Storm  is  a  good  example  of  an  acute  crisis.  This  is  the 
hardest  

LACK  OF  FEDERAL  LEADERSHIP 

Mr.  Pursell.  I  don't  see  that  game  plan  coming  from  the  Secre- 
tary of  Health,  NIH,  your  Commission  or  any  others.  I  think  we  all 
have  a  part  of  that  responsibility.  But  as  policy-makers,  we  ought 
to  drive  that  need  for  a  comprehensive  plan  with  benchmarks  for 
which  we  can  strive,  and  surpass  every  year.  Not  just  for  AIDS  and 
HIV,  but  for  all  of  those  inner  city  problems  that  are  jeopardizing 
the  future  of  our  educational  component  and  quality  of  life. 

It  is  hitting  the  bull's  eye  with  a  good  plan.  I  don't  see  it  coming. 
We  get  frustrated  as  we  pump  out  billions  of  dollars,  and  yet  we 
always  end  up  with  a  fragmented  system. 

Dr.  Osborn.  We  have  only  a  limited — our  voice  can't  be  too  large 
in  that,  obviously,  but  I  must  say  I  agree  with  everything  you  said. 

Mr.  Pursell.  You  are  in  a  critical  spot  to  address  that  bigger 
issue.  Because  your  background  in  public  health  is  excellent  profes- 
sionally, you  can  use  the  prestige  of  your  position  and  be  the  na- 
tional voice  that  would  achieve  that  goal. 

Dr.  Osborn.  I  do  try.  I  appreciate  that  comment.  I  must  say  I  am 
very  proud  of  the  staff  Maureen  has  put  together,  and  the  Commis- 
sion, and  in  these  past  few  months — getting  back  to  something  Mr. 
Early  asked  about  before — we  have  begun  to  try  to  be  sure  our 
comments  go  into  more  and  more  depth  in  some  of  the  areas  that 
will  have  a  broader  impact. 

We  are  looking  at  the  issue  of  health  care  financing  for  people 
with  HIV  disease,  but  we  are  doing  it  in  conjunction  with  the  Insti- 
tute of  Medicine  and  their  overall  concerns.  We  will  be  doing  that 
sort  of  thing  whenever — we  have  some  excellent  consultants  work- 
ing with  the  Commission,  so  I  hope  you  will  see  the  two-year  report 
as  contributing  intelligently  to  some  of  the  dialogue  you  are  asking 
for. 

As  I  mentioned  earlier  on,  one  of  my  consistent  efforts  is  to  try 
and  point  out  whenever  I  do  speak  around  the  country,  is  the  only 
thing  new  is  the  virus  and  the  tremendous  numbers  pressing  at  us. 
The  problems  we  are  struggling  with  have  been  there  before. 

If  we  do  them  right — not  just  pre-natal  care,  but  our  chronically 
ill  and  elderly  can  be  very  pleased  with  us.  That  is  our  goal,  not  to 
be  off  on  a  side  track  following  exactly  one  thing. 

Mr.  Pursell.  I  say  this  to  all  the  other  groups,  too. 

Ms.  Byrnes.  Mr.  Pursell,  if  I  could  add  real  quickly?  One  of  the 
things  that  comes  back  to  us  over  and  over  again  is  the  incredible 
need  for  basic,  primary  health  care  services  for  people  in  this  coun- 
try that  really  would  get  at  some  of  the  concerns  you  raised  about 
immunization,  substance  abuse  treatment,  infant  mortality. 
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I  think  we  have  been  trying  to  look  at  how  can  that  be  developed 
to  clearly  respond  to  HIV  infection,  but  it  would  also  address  many 
of  the  concerns  you  raised  earlier. 

Mr.  Pursell.  I  can  take  you  to  any  major  city  in  America,  and 
tell  you  what  a  disaster  it  is  with  respect  to  delivery  of  those  serv- 
ices. People  are  leaving  our  cities.  I  would  cry  to  see  my  city  disap- 
pear in  front  of  my  eyes. 

Wayne  State  University  came  up  and  asked  for  appropriations 
for  their  University.  Didn't  say  a  damn  word  about  the  City  of  De- 
troit. The  University  of  Michigan  sits  four  miles  away.  I  don't  see 
any  effort  to  lead  a  fight  for  solutions  to  this  big  problem. 

Where  is  all  our  money  and  research?  Dr.  Fauci  says  he  is  going 
to  leverage  their  grants  to  make  sure  our  recipients  get  off  the 
campus  and  get  out  there.  That  is  not  being  done.  That  is  what 
bothers  me.  That  is  why  you  have  riots  and  discrimination  and  all 
of  the  problems  I  have  just  discussed.  We  are  not  addressing  that 
issue. 

Thank  you. 

Dr.  Osborn.  I  know  you  are  going  to  be  meeting  with  the  Deans 
at  the  University  of  Michigan  next  month,  and  I  will  try  and  see  if 
we  can  get  a  copy  to  you  of  the  Flint-Detroit  proposal.  I  think  it 
will  lift  your  spirits. 

Mr.  Pursell.  Thank  you. 

Mr.  Early.  The  committee  is  pleased  today,  as  we  have  a  Com- 
mission on  AIDS,  as  far  as  two  members  that  are  going  to  question. 
Several  years  ago,  when  we  marked  up  the  bill,  it  was  Mr.  Roybal 
chasing  Mr.  Natcher  for  more  money.  In  the  last  two  years,  it  has 
been  Mr.  Hoyer  chasing  Mr.  Natcher  on  pediatric  AIDS. 

It  is  fitting  we  have  both  of  them  here  today,  and  find  out  where 
all  the  money  you  spent  went.  Mr.  Roybal? 

OUTREACH  AND  PREVENTION 

Mr.  Roybal.  Thank  you,  Mr.  Chairman. 

I,  too,  am  very  much  concerned  about  the  delivery  of  health  serv- 
ices, and  the  lack  of  good  health  education  programs  throughout 
the  country.  Now,  what  is  being  done  by  the  Commission  with 
regard  to  outreach  and  prevention  within  the  various  communi- 
ties? 

Dr.  Osborn.  The  Commission,  of  course,  as  was  pointed  out  earli- 
er, to  my  frustration  really  all  we  can  do  is  comment.  However,  we 
have  commented  and  will  be  including  a  major  section  about  the 
strategies  for  outreach  and  prevention  in  the  report  that  is  upcom- 
ing, and  we  have  been — as  we  visit  around  the  country,  have  been 
trying  to  acquaint  ourselves  with  both  the  problems,  and  effective 
strategies. 

Mr.  Roybal.  Isn't  it  true  up  to  this  time,  we  do  not  have  a 
system  that  equals  that  system  that  was  used  during  the  time  we 
were  fighting  tuberculosis,  where  it  was  a  community  effort  to  ac- 
tually get  speakers  to  go  to  all  organizations,  to  churches,  to 
schools  and  so  forth?  We  don't  have  that  now,  do  we,  with  regard 
to  AIDS? 


397 


Dr.  Osborn.  It  is  very  uneven.  I  think  there  are  some  communi- 
ties where  that  is  being  done.  There  are  other  places  so  close  to 
square  one  it  gives  one  the  shivers. 

Mr.  Roybal.  If  there  are  any  communities  receiving  that,  they 
are  very,  very  few.  Because  my  experience  has  been,  there  are 
none.  I  find  no  such  thing  in  Los  Angeles,  for  example. 

Dr.  Osborn.  Los  Angeles,  I  quite  agree,  is  in  some  degree  of  dis- 
array. 

Mr.  Roybal.  I  also  find  a  large  Hispanic  community  that  is  com- 
pletely unattended. 

Dr.  Osborn.  Well,  we  have  been — had  good  conversations  with 
some  people  in  the  Hispanic  community  trying  to  amend  that.  Of 
course,  one  of  our  Commissioners  is  Ms.  Diaz,  who  I  believe  you 
know  and  has  been  very  energetic  in  California  and  nationally  in 
trying  to  get  the  Hispanic  community  involved. 

I  know  she  has  made  me  aware  of  a  number  of  telephone  struc- 
tures. We  also  met  with  the  Hispanic  community  in  Chicago  about 
a  month  ago.  Again,  there  was  impressive  beginnings  of  communi- 
ty effort. 

Mr.  Roybal.  Will  you  tell  the  committee,  then,  in  more  detail 
about  the  Commission's  site  visit  to  Chicago.  I  would  like  to  know 
about  that. 

Dr.  Osborn.  Well,  we  are  always,  I  am  afraid,  pressed  for  time, 
so  I  would  hate  to  say  we  did  a  comprehensive  visit.  We  tried  to  do 
a  representative  visit  in  order  to  get  a  sense  of  how  things  were 
working  in  Chicago. 

Some  of  the  site  visits  themselves  were  to  organizations  and 
places  where  the  Hispanic  community  was  dominant.  We  visited 
with  a  community  outreach  group  in — I  think  there  are  two  adja- 
cent communities  in  South  Chicago  where,  at  the  center  of  the 
enormous — rapidly  swelling  Mexican-American  community. 

Mr.  Roybal.  Probably  

Dr.  Osborn.  I  must  say,  as  often  happens,  I  was  overwhelmed 
with  the  wonderful  people  doing  the  work,  and  equally  over- 
whelmed with  the  fact  they  had  no  resources  to  do  it.  The  scope  of 
their  drug  problem  and  gang  problem  made  me  think  it  must  be 
hard  to  show  up  at  work  in  the  morning. 

We  saw  some  of  the  same  things  in  Los  Angeles,  I  must  say. 

COMMUNITY  RESPONSE 

Mr.  Roybal.  That  is  exactly  the  situation  one  would  find,  no 
matter  where  you  go  in  the  United  States,  and  no  matter  what 
community  you  happen  to  be  dealing  with.  What  has  to  be  done,  I 
think,  is  generate  that  kind  of  effort,  having  the  Federal  Govern- 
ment, for  example,  go  out  there  and  start  the  process  and  use  the 
principles  of  the  community  organization  to  get  this  information 
across  to  all  members  of  that  community,  regardless  of  their  ethnic 
background. 

That  is  something  that  has  not  been  done  with  regard  to  AIDS. 
We  started  something  like  that  just  in  one  of  the  churches  in  Los 
Angeles,  and  it  has  been  very  successful.  I  don't  think  there  is  a 
single  person  that  attends  that  church  that  doesn't  know  some- 
thing about  AIDS. 
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I  conducted  one  of  the  classes  myself  in  Spanish,  and  others  have 
done  the  same  thing,  and  they  have  done  a  wonderful  job.  1  did  it 
once,  but  they  have  done  it  many,  many  times.  And  it  is  something 
I  think  should  be  done  throughout  the  country. 

IMMIGRATION  POLICY 

I  would  like  to  ask  you  this  question:  In  your  testimony  on  page 
6,  you  said  that  the  Commission  has  also  been  proactive  in  calling 
upon  the  Administration  and  the  Congress  to  reassess  current  U.S. 
immigration  policy,  as  it  relates  to  HIV  disease. 

What  is  it  you  are  trying  to  accomplish? 

Dr.  Osborn.  Trying  to  accomplish  a  sensible  public  health  policy 

on  which  

Mr.  Roybal.  Like  what? 

Dr.  Osborn.  Like  what  is  currently  nearly  completed  now.  That 
the  list  of  diseases  that  should  be — constitute  grounds  for  exclusion 
from  the  U.S.  in  terms  of  both  travelers  and  immigration,  that  list 
should  be  decided  on  by  the  U.S.  Public  Health  Service  with  exper- 
tise. 

That  has  been  done,  and  the  list  consists  of — to  active  tuberculo- 
sis only  now. 

Mr.  Roybal.  But  it  is  very  easy  to  do  that  with  people  who  come 
in  legally.  It  can  be  done  with  tuberculosis,  and  it  has.  It  can  be 
done  also  with  regard  to  AIDS.  But  the  big  problem,  we  have  a  lot 
of  people  who  are  coming  in  illegally.  In  other  words,  so-called 
sanctions  are  not  working.  More  and  more  people  are  coming  in  to 
the  United  States  without  documents. 

The  incidence  of  tuberculosis,  as  you  know,  has  increased,  and  so 
have  other  communicable  diseases.  And  the  same  problem  is  a 
problem  we  have  to  face  with  AIDS  as  we  go  along. 

RELIGIOUS  ORGANIZATIONS 

Now,  these  people,  even  though  they  come  in  illegally,  they  have 
a  community  base  and  their  only  community  base  is  their  church. 
In  that  one  experience  I  had,  I  don't  think  there  was  a  single 
person  in  that  church,  and  that  church  was  packed,  that  was  there 
illegally,  because  that  is  a  sanctuary  in  Los  Angeles  for  people 
coming  from  Central  America  and  South  America. 

Well,  what  I  am  saying  is  something  like  that  has  to  be  devel- 
oped, I  think,  throughout  the  country. 

Dr.  Osborn.  I  agree,  and  I  must  say,  I  am  pleased — I  am  not 
pleased  to  comment,  until  a  year  ago,  most  of  organized  religion  in 
this  country  had  been  essentially  uninvolved,  and  it  was — it  was  a 
source  of  great  frustration  to  us  not  to  be  able  to  turn  to  that  com- 
munity resource. 

Starting  about  a  year  ago,  I  have  been  aware,  because  I  have 
been  involved  with  some  of  the  activity  of  the  National  Interfaith 
Network,  which  has  begun  to  get  churches  increasingly  involved. 

The  Episcopals  and  Catholics  have  been  involved. 

Mr.  Roybal.  Isn't  there  at  the  present  time  an  AIDS  Associa- 
tion? 

Dr.  Osborn.  The  AIDS  Interfaith  Network  represents  the  consor- 
tium— essentially  all  of  the  religious  organizations. 
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Mr.  Roybal.  How  is  that  organized? 

Dr.  Osborn.  It  has  an  office  here  in  Washington.  Reverend  Ken 
South  is  in  charge. 

Mr.  Roybal.  That  is  the  kind  of  organization  that  can  do  it,  but 
they  haven't  done  it  up  to  now. 

Dr.  Osborn.  They  hadn't  been  able  to  get  enough  widespread  co- 
operation to  make  it  visible.  I  am  excited  about  the  fact  it  is  con- 
tinuing. I  had  a  chance  to  speak  at  their  first  national  meeting, 
which  was  held  at  the  Carter  Center  somewhat  less  than  a  year 
ago.  That  was  a  very  good  boost. 

DIVERSITY  IN  CLINICAL  TRIALS 

Mr.  Roybal.  On  page  4  of  your  testimony,  Dr.  Osborn,  you  admit 
the  limited  number  of  enrollees  in  clinical  trials  and  lack  of  geo- 
graphic and  demographic  diversity  of  participants. 

Is  the  low  number  of  enrollees  due  to  budget  constraints  or  lack 
of  interest  in  participation,  or  both? 

Dr.  Osborn.  It  is  not  due  to  lack  of  interest  in  participation.  It  is 
due  in  part  to  constrained  resources.  I  think  we  were  commenting 
on  it  not  because  of  that,  but  within  the  context  of  resources,  we 
felt  perhaps  there  could  be  an  effort  to  broaden  it  out. 

Some  of  it  is  due  to  the  demographics  of  the  epidemic.  It  is  a 
complex  picture,  but  one  we  felt  was  susceptible  enough.  As  I  men- 
tioned, we  have  had  some  very  good  exchanges  with  the  leadership 
at  NIH. 

Mr.  Roybal.  Budget  constraints  is  one  of  the  difficulties? 

Dr.  Osborn.  Yes,  indeed,  sure. 

Mr.  Early.  Mr.  Chairman? 

Next  we  will  hear  from  Mr.  Hoyer. 

Mr.  Hoyer.  Thank  you,  Mr.  Early. 

Dr.  Osborn,  let  me  follow  up  on  a  comment  you  made  in  response 
to  Mr.  Pursell's  observation.  Do  you — how  do  you  perceive  the 
AIDS  epidemic  in  the  context  of  acute  or  chronic? 

Dr.  Osborn.  The  epidemic  as  acute  or  chronic,  or  the  disease? 

NATIONAL  RESPONSE  TO  HIV  EPIDEMIC 

Mr.  Hoyer.  I  think  you  are  correct,  when  you  say  that  as  a 
Nation,  we  tend  to  respond  well  to  an  acute  problem.  That  is,  one 
clearly  identified  that  the  American  public  or  the  leadership  per- 
ceives as  being  able  to  be  solved  by  a  single  effort,  even  though 
that  may  be  a  protracted  effort,  and  has  an  identifiable  ending 
point. 

Dr.  Osborn.  Well,  I  have  commented  sometimes  this  is  like  a 
slowly  developing  natural  disaster,  as  opposed  to  the  tornadoes  of 
last  Friday.  That  came,  and  the  scope  of  the  disaster  was  readily 
visible.  That  is  what  I  am  talking  about,  is  acute. 

The  scope  of  this  disaster  is  much  greater  than  our  national  dis- 
asters, and  it  will  go  on  much  longer,  but  it  is  difficult  for  us  to 
perceive  it  as  a  disaster,  because  it  is  not  acute.  That  is  the  lan- 
guage I  like  to  use  about  it. 

In  that  sense,  chronic  is  certainly  my  answer. 

Mr.  Hoyer.  When  you  say  it  is  difficult  for  us  to  perceive  it,  you 
are  referring  to  the  Nation  as  a  whole? 
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Dr.  Osborn.  I  am  referring  to  us,  for  instance,  as  parents  or 
grandparents,  because  I  think  a  lot  of  the  Nation,  where  even 
people  who  have  responded  more  than  others,  have  not  yet  recog- 
nized the  world  changed  with  this  virus.  It  is  like  the  day  after  Hir- 
oshima. 

We  have  different  things  we  have  to  think  about.  If  we  continue 
not  to  take  it  seriously,  a  decade  hence  will  be  much  worse,  be- 
cause now  we  will  be  seeing  an  epidemic  where  it  is  much  harder 
to  know  what  to  tell  your  kids. 

I  am  glad  my  kids  are  23  and  22  now,  because  I  was  able  to  talk 
about  it  at  a  pretty  critical  time,  and  they  go  around  with  me  and 
hear  me  speak.  I  like  to  think  my  three  kids  are  the  best  educated 
in  the  country. 

I  would  hate  to  do  less.  We  need  to  capture  people's  attention 
and  let  them  know  this  is  a  deadly  sexually-transmitted  disease. 
We  have  an  enormous  amount  of  work  to  do  in  a  warning  system 
about  a  chronic  problem. 

We  are  not  good  at  that. 

Mr.  Hoyer.  General  Schwarzkopf  s  observation  that  one  of  the 
reasons  he  was  pleased  with  the  national  leadership  was  because 
we  identified  a  problem  and  we  marshaled  sufficient  assets  to  ac- 
complish our  objective. 

Do  you  believe  that  the  Commander-in-Chief  has  suggested  mar- 
shaling sufficient  assets  to  meet  the  objective  that  we  see,  which  is, 
of  course,  meeting  this  crisis? 

Dr.  Osborn.  Absolutely  not.  And  I  would  start — the  major  asset 
and  least  expensive  would  be  national  will.  The  Commander-in- 
Chief  is  the  most  likely  person  to  be  able  to  marshal  that.  It  is  very 
difficult  for  anybody  else  to  do  it  at  that  level. 

President  Bush  gave  one  speech  on  AIDS  March  29th  of  last 
year,  and  he  met  with  us  just  beforehand.  We  had  a  very  satisfac- 
tory talk,  and  that  speech  was  wonderful.  He  spoke  in  the  language 
we  need  lots  more  of. 

I  frankly  think  so  much  of  this  can  and  should  be  at  the  commu- 
nity level,  that  what  is  missing  is  national  will  for  starters.  If  we 
recognize  this  was  indeed  the  kind  of  universal  threat  it  absolutely 
is,  it  wasn't  going  away,  pretending  it  was  those  people  that  I  don't 
care  about,  rather  than  embracing  it  as  a  problem  for  everybody,  to 
learn  to  talk  about  things  we  don't  talk  about. 

If  we  could  get  help  from  that,  it  doesn't  cost  anything  to  do  that 
much,  it  would  be  amazing  how  much  easier  things  could  be.  Our 
Commission  would  be  more  effective.  I  really — questions  about  why 
can't  we  get  the  executive  to  do  this  are  the  sorts  of  things  I  wake 
up  in  the  middle  of  the  night  about,  which  of  course  I  know  you  do, 
too,  in  context. 

In  point  of  fact,  that  kind  of  leadership,  we  identify  an  objective 
and  go  at  it  as  a  country,  there  is  no  reason  we  can't  handle  chron- 
ic problems.  There  have  been  some  we  handled.  I  think  if  we  could 
all  embrace  this  as  something  that  is  coming,  and  we  need  now  to 
pull  together  as  a  society.  I  think  the  price  to  the  society  of  not 
handling  it  is  almost  intolerable. 

People  are  beginning  to  think  about  "us  and  them".  I  actually 
had  a  CBS  national  reporter  on  a  radio  interview  say  to  me,  "You 
point  out  in  your  prisoner  report  that  prisoners  die  of  AIDS  in  181 
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days  and  people  who  aren't  in  prison,  it  is  320,  but  what  is  wrong 
with  that?  They  are  going  to  die  anyway."  It  is  very  hard  to 
answer  that  question  without  asking  what  the  guy  thinks  America 
is  about. 

That  is  the  sort  of  thing  that  is  going  on  in  this  country.  People 
are  trying  to  pretend  they  have  nothing  to  do  with  this.  We  have 
lost  more  than  100,000  young  American  adults. 

THE  NUMBERS 

Mr.  Hoyer.  106,000  adults? 

Dr.  Osborn.  It  is  a  rapidly  moving  number.  I  usually  say  110,000, 
because  the  time  I  say  it,  I  am  rather  sure  it  is  right.  That 
number — it  is  anticipated  even  by  people  trying  to  minimize  this 
epidemic  there  will  be  200,000  more  deaths  in  the  next  two  to  three 
years.  We  haven't  seen  anything  yet. 

The  stress  on  our  health  care  we  are  discussing  is  with  60,000 
living  people  with  AIDS.  That  number  is  going  to  rise  enormously. 
To  the  extent  we  have  made  small  progress,  that  number  is  going 
to  double  and  treble  faster  than  anything  else  we  have  talked 
about. 

Our  health  care  system  is  already  at  the  breaking  point.  The 
need  for  the  Nation  to  mobilize,  to  get  over  the  business  of  saying 
it  is  not  my  problem,  because  I  don't  know  anybody.  One  of  the 
reasons  we  don't  know  anybody  is  because  people  are  having  to  do 
their  grieving  in  secret  because  the  atmosphere  is  so  hostile,  and 
that,  in  my  view,  is  un-American. 

Mr.  Hoyer.  That  was  a  dynamite  answer.  I  hope  you  convey  that 
to  the  Commander-in-Chief. 

Dr.  Osborn.  I  would  like  to  have  another  chance.  I  actually  did 
convey  that  sentiment  to  him  just  before  that  speech,  and  I  am 
pleased  to  say  he  ad-libbed  some  things. 

Mr.  Hoyer.  I  want  to  also  congratulate  you  on  the  effort  that 
you  did  and  the  Commission  did  with  respect  to  the  disabilities  bill. 
There  is  such  hostility  out  there,  as  I  said  on  the  Floor,  toward 
gays.  The  one  group  in  America  whom  it  is  still  respectable  to  be 
bigoted  against.  Bigotry  ought  not  to  be  respectable  in  any  in- 
stance. 

I  appreciate  your  testimony  with  respect  to  some  of  the  AIDS 
legislation,  and  some  of  the  amendments  that  found  their  way  to 
the  Floor  which  were  based  on  fear  and  ignorance. 

We  are  putting  a  lot  of  money  into  research  which  obviously  we 
have  to  do.  What  is  your  thought  in  terms  of  marshaling  resources 
with  reference  to  care?  I  note  in  your  testimony  you  were  in  Balti- 
more recently. 

Dr.  Osborn.  In  December. 

HEALTH  CARE 

Mr.  Hoyer.  When  I  talked  to  the  people  in  Baltimore,  one  of  the 
great,  great  fears  they  have  is  about  the  strain  being  put  on  the 
health  care  system.  What  are  your  thoughts  with  reference  to  care 
generally,  pediatrics,  and  clinical  trials  in  particular? 

As  Mr.  Early  said,  I  have  been  very  interested  in  that.  I  might 
say,  I  haven't  had  to  chase  the  chairman,  he  has  been  right  there 
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shoulder  to  shoulder,  and  in  my  opinion  is  one  of  the  heroes  in  this 
effort. 

Dr.  Osborn.  I  think  the  care  issues  probably  need  a  short-term 
address,  while  longer-term  adjustments  are  made,  as  Mr.  Pursell 
was  pointing  out.  There  is  a  tremendous  problem  out  there,  and  we 
keep  coming  up  against  the  lack  of  primary  care. 

If  we  make  suggestions  for  a  way  to  deal  with  a  certain  popula- 
tion of  people  living  with  AIDS,  we  come  across  the  fact  you  can  do 
that  fine,  but  they  didn't  have  primary  care  in  the  first  place. 
Bringing  people  in  to  be  experimental  subjects  who  haven't  had 
primary  care — it  is  a  difficult  issue.  It  becomes  exceedingly  difficult 
in  the  context  of  pediatric  care. 

A  great  many  of  the  people  currently  caught  in  that — this  will 
change.  Right  at  the  moment,  disadvantaged  people  of  color  are 
greatly  disproportionately  represented  in  the  pediatric  population. 
Almost  90  percent  of  children  with  AIDS,  between  80  and  90  per- 
cent, are  children  of  color.  They  are  oftentimes  caught  into  it  in 
the  context  of  a  dying  family  in  which  a  single  parent,  mother  or 
both  parents  may  be  dying  of  HIV  disease  itself. 

One  of  the  worst  tragedies  of  AIDS  as  it  begins  to  express  itself  is 
the  orphan  problem.  Because  any  child  older  than  when  the 
mother  became  infected  is  going  to  be  uninvolved.  In  Africa  right 
now,  even  though  the  numbers  of  people  with  AIDS  is  in  the  hun- 
dreds of  thousands,  it  is  estimated  there  are  at  least  1,000,000  AIDS 
orphans. 

When  you  ask  about  pediatric  care,  I  like  to  talk  about  AIDS  as 
not  pediatrics  or  men  or  women,  but  as  a  family  disease.  In  the 
future,  it  will  be  a  disease  of  the  family.  We  haven't  seen  that  kind 
of  thing  since  the  great  flu  pandemic  in  1918. 

We  would  like  to  see  this  society  begin  to  adapt,  learn  from  the 
cities  and  spread  those  messages  to  smaller  communities  and  com- 
munities who  thought  themselves  to  be  uninvolved. 

We  will  be  trying  to  deal  with  a  lot  of  specifics  in  the  upcoming 
report.  Anything  specific  that  I  have  skipped  that  you  would  like,  I 
can  try  to  answer. 

FAMILIES  AND  HIV  DISEASE 

Mr.  Hoyer.  If  we  focused  on  allocating  additional  resources  to  pe- 
diatric AIDS  in  either  clinical  trials  would  that  be  justified  from 
your  perspective? 

Dr.  Osborn.  I  am  a  pediatrician,  and  I  do  like  to  talk  about 
family  AIDS,  because  I  think  focusing  sharply  on  children  with 
HIV  disease  is  to  miss  the  dynamic  I  just  mentioned.  If  the  intent 
is  the  well-being  of  children,  I  think  we  need  to  focus  on  the  chil- 
dren, because  that  is  the  worst  of  the  dynamics.  You  have  well  chil- 
dren, infected  children,  access  to  care  issues  that  can't  be  addressed 
unless  you  strategize  for  the  mother  and  child  to  be  seen  at  the 
same  time. 

There  is  a  lot  of  that  kind  of  strategic  planning.  Even  if  your  fo- 
cused goal  is  to  deliver  resources  to  care  for  children  with  HIV,  you 
have  to  think  in  terms  of  the  family  in  order  to  achieve  that.  These 
kids  have  a  life  expectancy  that  very  often  doesn't  take  them  into 
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pre-adolescent  years.  Their  care  is  dependent  on  the  care  their 
family  can  access. 

I  think  focusing  too  sharply  knocks  out  three  or  four  children 
and  doesn't  pay  attention  to  the  real  practical  problems  of  deliver- 
ing care  to  kids  who  have  sick  or  dying  parents. 

Mr.  Hoyer.  Ancillary  services,  you  think,  are  important? 

Dr.  Osborn.  Tremendously  important.  We  always  try  and  talk 
with  families  caught  up  in  this  as  we  go  around  the  country.  It  is 
one  of  the  reasons  we  do  go  around  the  country.  In  each  instance, 
we  try  and  talk  with  mothers  who  themselves  are  HIV-infected, 
and  get  a  sense  of  what  is  involved  in  their  trying  to  get  care  for 
their  child  and  themselves,  and  the  reality  problems  with  this 
broken  health  care  system  make  one  want  to  weep. 

NEED  FOR  PRIMARY  CARE 

Mr.  Hoyer.  When  you  say  broken  health  care  system,  I  think 
Maureen  mentioned,  or  maybe  you  mentioned  primary  care,  basic 
health  care  availability  for  particularly  the  economically  disadvan- 
taged. We  obviously  have  a  health  care  system  that  has  been  de- 
signed to  intervene  at  the  most  expensive  acute  care  stages. 

Reimbursement  for  welfare  or  preventive  care  is  essentially  a 
new  phenomenon  at  best.  Is  that  what  you  are  referring  to? 

Dr.  Osborn.  Very  much  so,  and  facilitation  of  prevention  of  ill- 
ness as  opposed  to  late  intervention  in  established  illness  that  is  al- 
ready at  the  tertiary  stage.  I  think  we  really  have  to  regroup  in 
our  own  thinking  and  in  our  reimbursement  structures  and  in  our 
facilities. 

Right  now,  home  care  does  not  exist  as  an  option  in  a  lot  of 
places.  We  haven't  even  talked  about  the  indirect  cost  of  this  epi- 
demic. If  there  were  an  opportunity,  as  there  have  been  in  demon- 
stration projects,  you  can  let  people  achieve  the  specific  care  inter- 
ventions. 

If  you  can  let  them  have  that  kind  of  access  to  care,  they  can 
continue  to  be  taxpayers,  instead  of  tax-users  for  a  very  much 
longer  period  of  time.  I  think  what  this  country  is  about,  among 
other  things,  is  trained  talent,  and  that  is  what — talent  is  a  won- 
derful thing.  Trained  talent,  if  it  is  wonderfully  trained,  is  the  most 
exciting  thing  about  the  opportunity  this  county  lends. 

That  is  what  we  are  losing  in  enormous  quantities  in  this  epi- 
demic. It  should  be  worth  our  while  to  invest  in  the  opportunity  to 
take  advantage  of  that  talent  for  longer  without  talking  about  indi- 
rect costs.  I  do  it  because  it  is  an  easier  way  to  say  it. 

The  indirect,  non-fiscal  cost  is  the  worst  of  all.  The  indirect  cost 
from  loss  of  tax  base  from  people  beginning  to  lose  their  own  re- 
sources and  having  to  ultimately  turn  to  support  from  the  govern- 
ment, those  are  the  goals. 

How  long  can  we  keep  people  well  and  healthy,  in  order  to  take 
full  advantage  of  their  place  on  earth? 

Mr.  Hoyer.  Doctor,  your  testimony  has  been  excellent.  Let  me 
end  my  questioning  by  saying  that  I  was  first  elected  to  State 
Senate  in  1966,  and  the  first  Governor  of  Maryland  that  I  served 
with  was  Spiro  T.  Agnew,  somebody  who  is  known  to  most  of  the 
members  of  the  committee. 
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In  that  inaugural  address,  he  said  something  that  I  think  is  so 
applicable  to  what  you  said.  He  said  the  cost  of  failure  far  exceeds 
the  price  of  progress.  And  that  is  what  you  are  saying.  And  what 
Mr.  Pursell  is  saying. 

We  need  to  marshal  the  effort  and  focus  our  attention  and  decide 
how  we  are  going  to  attack  this  thing,  and  then  I  am  saying  we 
need  to,  once  having  done  that,  apply  the  requisite  assets  to  accom- 
plish that  objective. 

If  not,  it  will  cost  far  more  in  the  near  term,  not  just  the  long 
term.  Thank  you  very  much. 

Thank  you,  Mr.  Chairman. 

FUTURE  ACTIVITIES  OF  COMMISSION 

Mr.  Early.  Dr.  Osborn,  the  success  of  the  Persian  Gulf,  they  had 
a  plan  and  implemented  it.  We  have  had  the  Commission  a  few 
years,  and  you  give  us  a  good  recommendations.  In  your  statement, 
you  say  over  the  next  several  months,  the  Commission  plans  to  ex- 
amine HIV  disease  among  women,  gays,  lesbians,  bisexuals,  Asian- 
Americans,  as  well  as  other  communities. 

Wouldn't  we  be  better  off  if  we  narrowed  it — I  don't  want  to  see 
another  plan  to  replace  this  plan.  If  we  narrowed  it  to  two  things: 
Testing — you  are  going  to  come  back  and  your  next  report  will  say, 
it  is  spreading  amongst  all  of  them — to  testing  and  to  training  for 
people  to  treat  it? 

I  see  this  Commission  as  just  having  a  useful  purpose  for  one  or 
two  years,  but  I  don't  see  extending  it  further  to  give  us  another 
one  of  these  plans. 

Dr.  Osborn.  I  understand  the  direction  of  your  question.  I  think 
we  are  going  in  that  direction.  We  felt  we  had  something  of  an  obli- 
gation to  hear  from  people  around  the  country  in  order  to  get  a 
sense  of  how  things  were  going. 

We  haven't  been  in  existence  for  years,  we  started  in  September 
of  1989,  so  it  has  been  a  year  and  a  half.  We  have  felt  we  wanted  to 
have  good  opportunities  for  people  to  have  input  from  the  various 
communities.  We  heard  from  them.  They  have  seen  us  as  a  ray  of 
light  sometimes,  so  there  is  one  role  we  can  play,  is  to  be  there  and 
listen  and  that  in  itself  turns  out  sadly  to  be  helpful  in  some  cases. 

We  are  completing  a  series  of  visits  of  that  sort,  which  are  proto- 
typic  and  somewhat  descriptive.  However,  I  mentioned  earlier,  we 
have  taken  on  some  of  the  country's  finest  consultants  in  propor- 
tion to  what  we  can  do  to  help  us  now  start  to  go  into  greater 
depth. 

As  we  continue  our  work,  I  hope  we  can  start  to  be  increasingly 
useful  voices  in  the  national  dialogue  that  is  necessary  about  the 
need  for  reexamination  of  health  care  financing,  access  to  health 
care,  issues  of  prevention  will  be  a  major  focus  of  the  next  report, 
some  of  the  things  you  are  referring  to. 

Mr.  Early.  Do  you  suspect  you  might  come  up  and  suggest  some 
things  that  would  be  unpopular  as  far  as  testing? 

Dr.  Osborn.  I  would  like  to  assure  you  anything  we  suggest 
about  testing  will  be  in  the  interest  of  the  health  of  the  public. 
Some  of  those  will  not  be  popular. 
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Mr.  Early.  The  Commission  makes  extensive  use  of  hearings,  as 
evidenced  by  the  fact  that  $700,000,  or  an  average  of  $2,000  per 
month  for  every  member  of  the  staff,  is  dedicated  to  travel.  Is  this 
the  Commission's  primary  source  of  research? 

Dr.  Osborn.  We  are  not  an  academic  organization. 

COMMISSION  ATTENDANCE 

Mr.  Early.  How  many  members  of  the  Commission  attend  these 
hearings? 

Dr.  Osborn.  Virtually  all.  We  really  have  had  an  extraordi- 
nary  

Ms.  Byrnes.  I  would  say  we  have  at  least  12  out  of  15,  usually  at 
least  with  one  designee  from  the  Cabinet-level  Secretaries.  They 
are  usually  not  there  themselves,  but  they  send  someone. 

I  would  tell  you,  Congressman  Rowland,  who  is  the  one  Federal- 
ly-elected member,  has  commented  on  how  impressed  he  is  with 
the  attendance. 

Mr.  Early.  Do  you  intend  to  continue  through  1992  with  a  simi- 
lar schedule  of  monthly  hearings  in  various  cities  around  the  coun- 
try? 

Dr.  Osborn.  We  have  tried  to  alternate  between  Washington — 
because  Congressman  Rowland  wants  to  appear.  When  Congress  is 
in  session,  we  like  to  do  that  here,  and  because  very  commonly  the 
representative  from  HHS  is  Dr.  Mason  and  very  commonly  Dr. 
Mendez  is  the  representative  from  the  Department  of  Defense. 
They  are  very  conscious  about  wanting  to  attend. 

We  don't  go  somewhere  every  month.  When  Congress  is  in  ses- 
sion, we  feel  we  want  to  honor  the  Federal  members  we  have. 

Mr.  Early.  I  am  not  saying  it  critically.  I  think  that  is  what  your 
organization's  mission  was.  We  went  from  1,000,000  to  3,000,000. 
We  tripled  your  budget,  but  for  us  to  come  up  with  another 
$3,000,000,  I  would  like  to  tell  the  committee  something  specific. 

I  don't  want  a  big  report.  I  would  like  to  narrow  it,  that  you  are 
going  to  tell  us  what  we  should  do  in  the  50  States  as  far  as  testing 
or  training  for  AIDS  people. 

Dr.  Osborn.  In  the  big  report — I  can  see  when  you  look  at  that, 
we  haven't  told  you  specifics.  The  interim  reports,  which  I  believe 
were  made  available  to  members  of  the  subcommittee,  have  been 
specifically  designed  to  give  very  focused  recommendations. 

We  do  have  the  frustration  that  you  voice  of  being  unable  to 
help.  We  have  no  authority  to  make  it  happen. 

Mr.  Early.  It  is  hard  to  write  a  short  book.  The  longer  the  book, 
the  less  we  implement. 

Dr.  Osborn.  I  would  hope  you  could  take  a  look  at — Congress- 
man Pursell  has  one  of  the  ones  we  use.  A  shorter  format,  for  ex- 
actly that  reason.  Trying,  instead  of  coming  at  you  two  years  later 
with  somebody  nobody  wants  to  read,  we  have  been  trying  to  look 
at  specific  topics  and  develop  them. 

When  we  have  our  hearings  on  the  Asian-American  community, 
that  will  complete  a  set  of  deliberations  about  roles  of  race  and  eth- 
nicity and  cultural  sensitivity  that  will  then  become — probably 
become  a  part  of  another  short  report  and  an  effort  to  try  and  give 
a  national  voice  to  what  are  very  oftentimes  local  problems. 
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We  are  building  evidence,  trying  to  build  evidence  to  let  us  com- 
ment usefully  and  intelligently  about  the  incredibly  complex  dy- 
namics of  this  epidemic.  We  will  probably,  as  we  get  into  greater 
depth  in  some  issues,  and  some  of  the  additional  funds  have  let  us 
get  into  greater  depth. 

In  our  first  year,  it  was  very  difficult  for  us  to  do  more  than  de- 
scriptive activity.  But  we  are  not  accelerating  our  travel  three-fold, 
we  have  instead  been  trying  to  change  gears  and  to  go  into  a 
deeper  study  kind  of  mode,  even  when  we  travel  around. 

The  continued  travel  will  be  in  order  to  bring  out  themes  of 
these  in-depth  issues  as  they  become  important  and  to  the  extent 
that  is  necessary,  not  because  we  feel  we  must  keep  traveling. 

COMMISSION  REPORTS 

Mr.  Early.  How  much  money  will  be  used  in  1991  for  research 
studies? 

Ms.  Byrnes.  Under  $100,000  right  now.  We  have  a  team  at  Hop- 
kins who  are  working  with  us  to  advise  the  Commission  in  our 
final  report  on  issues  around  financing,  and  there  have  been  a 
team  of  people  there  looking  at  those  issues  for  us. 

Dr.  Coye,  who  is  a  former  State  Health  Commissioner  of  New 
Jersey,  is  working  with  us  looking  at  the  different  roles  and  differ- 
ent levels  of  government.  She  is  looking  at  what  the  States  should 
do,  what  the  locals  should  do,  what  the  Federals  should  do  with 
some  of  the  recommendations  the  Commission  will  put  together. 

Mr.  Early.  When  will  the  Commission  issue  its  final  report? 

Ms.  Byrnes.  We  keep  saying  late  summer.  My  guess  is  we  will 
finalize  the  date  the  first  week  of  September.  We  are  looking  at  the 
dates  with  other  Commissioners  right  now.  The  legislation  calls  for 
it  at  the  end  of  two  years.  We  are  up  in  August  1991,  and  we  are 
looking  at  a  date  right  now,  the  end  of  August  or  first  week  of  Sep- 
tember. 

If  I  might  add  very  quickly,  Mr.  Early,  the  strategy  on  the  part 
of  the  Commission  early  on  was  to  issue  a  lot  of  short,  brief  reports, 
and  not  in  the  style  of  many  other  commissions,  to  wait  a  whole 
year  or  wait  two  years  to  make  a  report  to  the  President  and  Con- 
gress. 

This  Commission  felt  there  were  a  number  of  issues  that  could  be 
reported  on  quite  quickly,  and  put  forward  the  reports  Dr.  Osborn 
commented  on.  Our  two-year  report  will  be  a  report  to  the  Con- 
gress and  President  on  what  we  have  learned.  It  will  not  be  a  sum- 
mary of  our  activities  to  date. 

I  think  when  you  take  a  look  at  the  report  issued  late  August  or 
first  week  of  September,  it  will  be  comprehensive  and  it  looks  at 
prevention,  treatment,  financing,  who  should  do  what,  and  how 
does  HIV  fit  into  the  total  context  of  health  care  and  other  prob- 
lems we  are  looking  at  right  now. 

I  also  guess  we  will  identify  for  you  what  issues  we  felt  in  those 
two  years  we  had  not  specifically  addressed,  like  housing  or  con- 
cerns in  the  workplace. 

Mr.  Early.  You  are  not  only  going  to  tell  us  what  you  learned, 
you  are  going  to  make  a  recommendation.  In  your  report,  you  said 
you  visited  the  prison  in  New  York.  Should  we  have  one  specific 
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prison  for  HIV-infected  prisoners?  We  can  buy  hospitals  all  over.  I 
don't  know  why  we  wouldn't  incarcerate  them  in  that  if  that  would 
improve  

Dr.  Osborn.  I  think  if  you  look  at  the  beginning  of  the  prison 
report,  there  are  a  set  of  recommendations.  In  addition,  we  have  a 
smaller  version  of  it  that  makes  it  easier  to  find  those  recommen- 
dations. 

Mr.  Early.  My  frustration  is  we  get  the  report  and  no  one  imple- 
ments the  report.  We  do  more  studying — and  Ms.  Byrnes,  you 
know  it  better  than  anyone,  as  far  as  your  background,  they  are 
not  implemented.  If  it  wasn't  for  your  former  boss  and  Mr.  Natch- 
er,  we  wouldn't  have  implemented  anything  in  the  health  area 
over  the  past  few  years. 

I  appreciate  the  Commission — it  goes  out  of  commission  30  days 
after  your  final  report,  unless  the  President  extends  it — the  Presi- 
dent could  suggest  two  years.  Would  that  be  by  Executive  Order? 

Ms.  Byrnes.  We  interpreted  his  inclusion  of  $3,000,000  as  his  pro- 
posal to  extend  the  Commission  another  year. 

Mr.  Early.  Do  you  think  we  will  get  the  specifics  to  implement 
out  of  this? 

Ms.  Byrnes.  I  think  you  will  see  there  will  be  recommendations 
in  the  two-year  report,  not  just  what  we  learned,  but  what  do  we 
think  the  government  and  private  sector  should  be  doing  to  address 
what  we  learned. 

We  included  a  chapter  about  the  responsibilities  of  the  different 
levels  of  government.  You  will  see  them  as  policy  recommendations 
for  how  you  deal  with  these  issues,  such  as  housing. 

I  think  the  implementation  question  you  raise  is  obviously  quite 
right.  I  think  the  best  the  Commission  can  do  is  make  its  recom- 
mendations and  point  to  who  is  responsible  for  implementing  them. 

COMMISSION  BUDGET 

Mr.  Early.  Given  the  fiscal  restraints  we  are  facing  in  1992,  and 
since  you  are  issuing  your  final  report  this  summer,  could  you  op- 
erate effectively  with  less  than  $3,000,000? 

Ms.  Byrnes.  We  operated  on  $1,000,000  the  first  year.  We  operat- 
ed with  what  we  had,  and  I  think  we  did  a  very  good  job.  I  think 
we  have  been  able  to  be  more  specific,  more  targeted,  and  take  ad- 
vantage of  some  of  the  talents  we  were  not  able  to  do  in  the  first 
year. 

I  think  the  Commission  clearly  feels — and  I  have  heard  the  Com- 
missioners speak  to  this — it  is  very  important  a  National  Commis- 
sion on  AIDS  continue  not  only  to  look  at  some  of  the  urgent 
issues,  but  also  not  to  suggest  to  people  the  problem  has  gone  away, 
because  we  no  longer  need  a  Commission  to  look  at  it,  that  they 
came,  they  saw  it,  they  left. 

I  think  the  Commission  would  be  committed  to  operating  on  the 
funds  you  feel  are  appropriate.  I  think  we  strongly  suggested  the 
$3,000,000  would  allow  us  to  remain  at  the  same  level  of  effective- 
ness. 

Mr.  Early.  If  we  go  on  the  same  path,  Dr.  Osborn,  the  Commis- 
sion is  never  going  to  solve  the  problem,  but  they  certainly  should 
give  us  the  recommendations  to  implement  what  we  have  to  do  in 
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public  health.  Everything  comes  back  to  primary  care.  That  wasn't 
a  very  complicated  thing,  but  that  is  where  it  is. 
I  will  yield  to  Mr.  Pursell. 

LEADERSHIP  IN  PUBLIC  HEALTH 

Mr.  Pursell.  I  don't  want  to  be  redundant,  but  I  would  like  to 
emphasize  that  your  leadership  as  a  public  health  official  would  be 
instrumental  to  marshal  the  forces  of  the  public  health  officers  to 
formulate  a  strategic  plan  for  cities. 

I  hope  I  don't  take  this  out  of  context,  but  after  reading  your 
report,  there  are  questions  that  come  to  mind. 

I  am  looking  at  page  27  in  your  national  report.  The  Commis- 
sion's basic  message  was  simple.  Our  Nation's  public  health  is  too 
important  to  be  trusted  to  anyone  but  our  Nation's  public  health 
officials.  I  want  to  take  it  out  of  that  context  and  put  it  at  a  higher 
level.  I  think  public  officials  such  as  yourself  have  the  background, 
the  training,  the  skills  that  our  communities  need.  I  was  just 
trying  to  get  a  little  reading  of  where  we  have  gone  with  our  fund- 
ing in  this  committee.  I  see  preventive  health  grant,  $92,000,000; 
maternal  and  child  care,  $587,000,000;  and  White  AIDS  Compre- 
hensive Care  Program,  $88,000,000;  immunization,  $218,000,000; 
mental  health  block  grant,  $26,000,000;  alcohol  and  drugs  and  the 
like — and  I  can  go  on  and  on  in  detail. 

A  multitude  of  major  Federal  dollars  and  some  State  dollars,  are 
being  spent.  Our  State  of  Michigan  is  cutting  back,  so  we  are  hurt- 
ing. 

Nevertheless,  it  just  seems  to  me  someone  in  your  role,  or  some- 
body in  that  public  health  field  would  challenge  them  to  put  to- 
gether a  strategic  plan  for  Seattle,  Detroit  or  New  York  City. 

You  have  addressed  the  problem,  but  I  think  a  professional 
ought  to  come  back  and  say,  yes,  we  have  a  problem.  I  don't  dis- 
agree with  standing  and  saying  the  Commander-in-Chief  ought  to 
lay  out  a  master  plan.  That  is  great,  but  he  is  not  a  public  health 
officer.  He  was  a  Navy  pilot.  He  knew  a  little  bit  more  about  the 
military  and  maybe  felt  more  comfortable  there. 

Nevertheless,  Congress  is  a  major  legislative  institution.  You 
have  a  standing  Commission — maybe  you  get  more  money,  maybe 
you  don't.  You  can  only  do  so  much,  as  Joe  points  out.  Maybe 
training  and  certain  aspects  might  be  something  of  a  goal  for  a 
given  year.  One  goal  a  year  to  have  some  sense  of  accomplishment. 

But  it  seems  to  me  the  public  health  community  is  seeing  all 
these  funds  utilized  for  very  good  research  and  very  good  programs. 
Isn't  there  a  possibility  of  developing  a  strategic  plan  for  a  given 
city  and  laying  it  before  Congress  and  the  Commander-in-Chief  and 
say,  here  is  a  strategic  plan  to  address  our  public  health  needs  in 
XY  city.  I  don't  care  if  you  even  name  it  and  assign  political  roles 
to  County  Board  of  Commissioners — the  County  has  a  Public 
Health  Service  as  well  as  the  State  and  Federal  Government. 

We  have  layers  and  layers  of  tax-supported  financial  institutions 
out  there  who  are  professionally  trained  today.  I  agree  we  can  use 
more  trained  people,  but  I  don't  see  us  getting  maximum  leverage 
out  of  a  strategic  plan  that  you  can  design  that  may  or  may  not 
work. 


409 


I  would  rather  try  something  that  doesn't  work  than  do  nothing, 
or  rather  than  going  about  business  as  usual. 

Dr.  Osborn.  I  think  your  comments  are  very  well  taken.  In  fact, 
the  first  small  working  group,  who  is  a  subset  of  Commissioners 
who  took  on  a  specific  task,  dealt  with  the  issue  of  Federal,  State, 
local,  community  interfaces  and  how  exactly  what  you  are  talking 
about  could  be  implemented. 

It  is  hard  to  do  exactly  what  you  said,  because  as  you  know,  the 
way  our  country  is  structured,  the  States  have  public  health  man- 
dates. The  Federal  Government  can  only  do  so  much  before  they 
have  to  parley  the  issue  over  to  the  States. 

Instead  of  doing  exactly  what  you  said,  we  looked  to  see  how  are 
those  working?  Is  the  Federal  input  effective  as  it  comes  into  the 
States,  and  evenly  so,  or  if  unevenly  so,  what  works  and  what 
doesn't? 

The  members  of  the  Commission  are  an  impressive  group  of 
people.  One  of  them  is  Diane  Ahrens,  who  has  been  a  County  Com- 
missioner for  Ramsey  County,  St.  Paul,  Minnesota,  I  think  for  16 
years  now,  an  exceptionally  knowledgeable  person  who,  in  fact, 
chaired  the  National  Association  of  Counties'  HIV  Study,  and  has  a 
broad  awareness  of  the  variety  of  things  that  do  and  don't  work  na- 
tionally. 

She  continues  to  remind  us,  whenever  it  becomes  pertinent,  that 
the  counties  tend  to  be  the  place  where  this  ends  up  playing  out. 
We  asked  her  to  chair  that  exercise.  It  brought  in  people  from  all 
over  the  country  to  a  set  of  hearings  that  focused  on  that. 

Simply  as  Maureen  said,  one  of  our  chapters  will  deal  as  specifi- 
cally as  we  think  we  possibly  can  with  exactly  what  you  are  asking 
about,  how  do  Federal,  State  and  communities  interact  with  each 
other? 

We  would  have  trouble,  I  think,  as  a  National  Commission 
coming  in  on  a  given  community  and  commenting  on  them.  We 
would  have  all  of  the  local  officials  for  sure,  probably  most  of  the 
State  officials,  and  I  suspect  Members  of  Congress  annoyed  with  us 
for  having  done  exactly  that. 

But  with  a  slight  change  in  strategy  to  try  and  look  at  what  we 
can  recommend  that  will  improve  interfaces  in  our  rather  compli- 
cated but  appropriately  community-based  way  of  government,  that 
is  one  of  the  major  targets  of  this  two-year  report. 

I  mentioned  earlier  this — we  will  be  going  into  greater  depth  in 
the  next  year.  The  sort  of  thing  you  are  talking  about  is  the  area 
we  hope  we  can  continue  to  contribute  to  the  dialogue. 

Mr.  Pursell.  We  have  50  State  Public  Health  Directors. 

Dr.  Osborn.  None  of  whom  likes  to  be  told  what  to  do  by  the 
Federal  Government. 

Mr.  Pursell.  Cities,  I  don't  know  how  many  public  health  oper- 
ations there  are  in  the  big  city  areas.  It  seems  to  me  there  is  a 
powerful  professional  force  that  is  there  that  really  could  put  to- 
gether a  plan. 

If  the  problem  of  how  to  generate  a  good  public  health  delivery 
system  is  so  big  and  so  complex  and  very  controversial,  we  ought  to 
take  a  piece  of  it  and  say  we  can  take  Seattle,  Detroit,  Boston, 
Cleveland,  Louisville,  or  Los  Angeles,  and  say,  this  is  a  plan,  and 
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we  are  going  to  attack  this  for  the  next  five  years,  and  in  this  book- 
let contains  the  outlines  and  aim  on  how  we  are  going  to  do  it. 

Here  are  the  people  that  are  trained. — The  doctors,  nurses  and 
mid  wives.  There  are  so  many  good  professional  people  out  there.  It 
seems  to  me  that  it  is  a  realistic  possibility  to  take  a  piece  of  the 
problem,  if  you  can't  address  the  whole  problem.  When  working 
with  scarce  resources,  I  have  found  that  to  be  the  most  effective 
approach. 

We  all  realize  that  you  can't  do  it  all,  but  let's  focus  on  one  spe- 
cific area  for  a  given  year.  If  you  can  come  back  with  a  master 
plan  that  you  worked  out  with  the  Seattle  people  or  wherever  you 
feel  there  is  hope  of  success,  perhaps  that  would  snowball  all  over 
the  country. 

The  President,  with  Secretary  Alexander,  is  trying  to  do  that  in 
the  education  system.  Ninety-five  percent  of  it  is  elementary-ori- 
ented programs  to  rebuild  our  educational  system.  You  can't  re- 
build that  without  a  good  public  health  component,  built  into  it. 

To  me,  we  are  not  looking  at  the  target  here. 

CDC  EFFORTS 

Dr.  Osborn.  One  thing  we  haven't  mentioned  that  I  should  to 
complete  the  thought  here.  We  do  work  rather  closely  with  CDC, 
and  CDC  in  fact  has  the  largest  part  of  the  mandate  you  just  de- 
scribed. 

Mr.  Pursell.  They  are  very  fragmented,  too.  That  is  another 
$1,000,000,000  we  spend  on  health  delivery  services. 

Dr.  Osborn.  There  are  very  dedicated  people  there  we  work  well 
with.  We  have  tried  very  hard  to  be  interactive.  I  guess  I  should 
comment  that  I  am  actually  not  a  public  health  official,  I  am  just  a 
Dean,  and  that  is  quite  different. 

Mr.  Pursell.  But  your  professional  training  is  a  great  resource. 
You  are  a  great  resource.  You  have  written  articles,  and  are  well- 
recognized  in  the  field.  I  respect  that.  I  think  you  have  the  natural 
ability  to  be  that  kind  of  a  leader. 

Dr.  Osborn.  We  would  be  very  proud,  Mr.  Pursell. 

Mr.  Pursell.  Thank  you,  Mr.  Chairman. 

Mr.  Early.  Mr.  Roybal? 

Mr.  Roybal.  Doctor,  I  would  like  to  go  back  again  to  health  edu- 
cation. As  you  probably  know,  when  this  committee  first  adopted 
my  motion  for  a  $1,000,000  appropriation,  hardly  anyone  in  Con- 
gress or  anyplace  else  knew  very  much  about  AIDS. 

Then  we  started  to  learn  a  little  bit,  and  then  that  was  increased 
to  $3,000,000.  Now  it  is  $1,900,000,000,  almost  $2,000,000,000  that 
we  spend  on  AIDS.  Now,  $489,000,000  is  for  education.  Approxi- 
mately $130,000,000  is  spent  for  maintenance. 

That  leaves  a  total  of  approximately  $355,000,000  to  $359,000,000 
for  education.  This  is  only  my  opinion,  not  the  opinion  of  the  com- 
mittee: I  don't  think  that  money  is  being  well-spent,  but  I  am  will- 
ing to  be  convinced. 

I  would  like  to  have  you  or  someone  from  your  office  either  tell 
me,  or  send  to  me  in  writing,  just  exactly  how  that  money  is  being 
spent.  I  reach  that  conclusion  because  I  haven't  seen  any  evidence 
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of  that  money  being  used  on  any  community  project  and  using  the 
old  techniques  of  community  organization. 

Now,  what  do  you  think  about  how  the  money  is  being  used?  Are 
we  using  that  money  wisely?  Are  we  doing  the  things  we  should  do, 
or  is  there  more  that  can  be  done  with  the  same  amount  of  money? 
I  know  with  a  lot  more  money,  a  lot  could  be  done,  but  using  the 
same  amount  of  money,  is  there  more  that  could  be  done;  in  other 
words,  do  more  with  the  same  amount  that  we  have  now? 

Dr.  Osborn.  Well,  I  think  here  I  probably  ought  to  say,  my  views 
are  my  own  here,  because  there  is  an  area  the  Commission  has  not 
settled  on.  I  don't  think  we  have  spoken  with  as  much  commitment 
as  we  should.  I  don't  think  we  have  gotten  across  the  sense  of  uni- 
versal urgency  as  we  could. 

I  would  like  to  use  the  State  of  Michigan  as  an  example  of  some- 
thing being  done  very  well.  That  is,  at  the  point  which  those 
monies  were  becoming  available  nationally,  there  was  a  lot  of  argu- 
ing— in  fact,  I  testified  at  a  House  hearing  about  early  uses  of  those 
funds,  and  there  was  a  lot  of  indecision,  uncertainty — can  we  really 
talk  like  that  on  TV? 

So,  the  funds  looked  like  they  had  to  be  spent  to  buy  air  time. 
The  Michigan  Department  of  Public  Health  did  a  wonderful  job  of 
putting  together  a  series  of  very  well-developed,  attention-catching 
public  service  announcements  that  did  not  turn  the  air  blue,  and 
yet  did  capture  the  attention  of  people  who  saw  them. 

As  soon  as  that  was  done  well,  and  there  was  the  expressed  will 
of  the  State  that  this  is  something  important,  immediately  the 
major  network  outlets  in  the  State  offered  free  time. 

One  of  the  constraints  to  the  use  of  Federal  instruction  right  now 
is  the  CDC  is  not  allowed  to  buy  prime  time.  There  is  a  law,  I  don't 
know  the  origins  of  it.  If  you  did  not  have  to  buy  prime  time,  we 
could  have  that  sort  of  thing — the  amount  of  money  that  is  there 
could  be  greatly  amplified  in  terms  of  its  usefulness. 

Right  now,  as  Mervyn  Silverman  points  out,  you  get  to  see  the 
Americans'  response  to  AIDS  right  after  the  late,  late  show,  and 
just  before  the  Missionettes.  There  isn't  any  sense  of  national  in- 
volvement here  that  oftentimes  serves  to  facilitate  that. 

I  think  the  efforts  made  by  people  involved  in  AIDS  education  at 
the  CDC  have  been  quite  energetic  and  admirable  within  the  con- 
straints they  have  been  given  to  work.  They  have  been  constrained 
by  resources. 

If  you  will  excuse  the  seeming  flipness,  when  people — I  often  say 
I  don't  want  us  public  health  people  to  seem  too  greedy,  I  would 
settle  for  starters  with  equal  time  for  U.S.  military  recruiting  ad- 
vertisements. They  are  asking,  "Be  all  you  can  be,"  and  I  am 
simply  asking  that  you  get  to  be. 

So,  the  fact  that  CDC  is  working  very  hard,  but  under  some  con- 
straints, is  something  that  needs  to  be  said.  I  think  the  Nation  as  a 
whole  has  done  this  well?  Absolutely  not.  I  was  very  proud — in 
fact,  I  went  to  Michigan  once  when  I  was  speaking  to  the  National 
Association  of  Broadcasters,  I  sent  them  to  them  as  a  good  job.  I 
think  two  of  the  six  that  were  used  as  national  examples  were  two 
from  the  University  of  Michigan. 

They  went  up  to  heterosexuality  and  teenage  sexuality  in  ways 
that  were  tasteful  but  they  meant  something.  Other  countries — 
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people  from  other  countries,  when  I  am  at  the  World  Health  Orga- 
nization, are  simply  dumbfounded  at  our  unwillingness  to  say  what 
needs  to  be  said. 

Mr.  Roybal.  Dr.  Osborn,  I  met  with  the  officials  of  CDC.  When 
you  say  they  are  working  with  certain  constraints,  I  think  it  is  an 
understatement.  One  thing  I  saw  there,  which  I  was  completely 
amazed  to  see,  was  physical  constraints.  I  thought  when  we  said 
CDC,  that  meant  the  best  of  everything  in  research  and  everything 
else.  It  isn't. 

That  building  is  as  old  as  the  Nation.  In  the  hallway  are  the 
specimens  of  things  that  have  to  be  refrigerated.  These  are  placed 
in  a  refrigerator  that  is  almost  the  same  as  the  first  refrigerator 
that  I  remember  many,  many  years  ago. 

It  is  a  national  disgrace,  in  my  opinion.  And  when  you  have  sci- 
entists working  under  those  conditions,  or  when  one  says  working 
under  certain  constraints,  that  would  be  an  understatement. 

Dr.  Osborn.  Some  of  my  heroes  are  among  the  people  at  CDC. 

Mr.  Roybal.  Again,  I  realize  CDC  is  ready  to  do  all  kinds  of 
things,  but  I  also  feel  we  have  a  responsibility  to  at  least  give  them 
a  chance.  I  can't  see  how  these  scientists  can  work.  I  can't  see  how 
the  secretaries  can  do  their  work  in  that  very  small  office  that  they 
have  with  three  or  four  people  in  it. 

I  came  back  to  my  office  and  I  thought  it  was  a  baseball  field  in 
comparison. 

Dr.  Osborn.  I  just  visited  Dr.  Roper,  and  I  remember  climbing 
over  several  bits  of  construction  on  the  way  there. 

Mr.  Roybal.  Again,  I  am  bringing  that  out  because  I  realize 
there  is  a  problem  all  the  way  around.  On  the  other  hand,  I  hope 
more  can  be  done  in  the  field  of  health  education. 

Dr.  Osborn.  I  assure  that. 

Mr.  Roybal.  I  thank  you. 

Ms.  Byrnes.  Mr.  Roybal,  if  I  can  add  quickly,  that  is  a  terrific 
example,  the  CDC  was  suffering  under  that  problem  before  HIV 
ever  hit.  This  committee  has  been  struggling  with  the  Senate  side 
to  deal  with  some  of  the  CDC  infrastructure  problems  in  Atlanta. 

Mr.  Roybal.  That  CDC,  I  think,  is  doing  a  marvelous  job,  work- 
ing under  conditions  that  should  never  exist  in  this  country  of 
ours.  So,  we  have  then  a  responsibility,  to  make  available  the  struc- 
ture that  is  needed  at  CDC.  The  first  thing  they  ask  me  is,  where 
are  you  going  to  get  the  money? 

We  will  face  that  when  the  time  comes. 

Mr.  Early.  Mr.  Hoyer? 

Mr.  Hoyer.  Dr.  Osborn,  I  am  not  going  to  ask  any  questions,  be- 
cause the  time  is  late  and  I  have  to  go.  I  want  to  congratulate  you 
on  your  statement.  I  think  your  statement  has  been  an  excellent 
one. 

John  Kennedy  said,  if  we  didn't  have  a  certain  trumpet  sounded, 
the  Nation  would  not  respond.  I  do  not  mean  this  in  a  partisan 
sense,  whoever  the  President  is  has  that  trumpet  that  is  loudest, 
and  whether  they  are  experts  on  a  particular  subject  or  not,  it  is 
really  they  who  can  get  the  public's  attention. 

This  is  a  crisis,  whether  you  refer  to  it  as  acute  or  chronic.  Obvi- 
ously it  is  acute  if  you  have  it  today.  If  you  get  it  tomorrow,  I  sup- 
pose you  can  refer  to  it  as  chronic. 


413 


I  agree  with  Congressman  Early.  We  do  get  frustrated  with  stud- 
ies and  discussions  about  how  we  can  do  things.  I  mean,  it  is  not  an 
apt  analogy,  but  if  you  made  that  analogy,  we  would  be  sitting  in 
the  sands  of  Arabia  deciding  what  we  are  going  to  do. 

We  need  to  get  at  this,  because  as  you  point  out,  if  we  do  not, 
that  epidemic  that  is  coming  is  a  tidal  wave  and  will  affect  us  all. 
Thank  you,  Doctor,  for  your  service  and  leadership.  Thank  you, 
Doctor,  and  Mr.  Chairman. 

Mr.  Early.  That  question  Mr.  Roybal  had,  that  would  be  some- 
thing the  Commission  would  assess? 

Ms.  Byrnes.  It  is  my  expectation  we  will  include  that  in  the 
report. 

Mr.  Early.  Thank  you. 

The  committee  is  always  happy  to  see  you.  We  wish  you  well. 
[Questions  and  answers  for  the  record  and  the  justifications 
follow:] 
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NATIONAL  COMMISSION  ON  AIDS 
FY92  RECORD  QUESTIONS  SUBMITTED  BY  MR.  NATCHER 

Mr.  Natcher:      Have  you  seen  some  of  the  Commission's  interim 
recommendations  implemented  or  acted  upon? 

Dr.  Osborn:        Yes,  we  have.     Funding  and  implementation  of  the 
Ryan  White  CARE  Act  provides  our  nation  the  opportunity  to  address 
many  concerns  underscored  in  recommendations  of  the  Commission. 
These  include  the  need  to  provide  "disaster  relief"  to  those  areas 
hardest  hit  by  the  epidemic,  additional  resources  for  non-urban  and 
rural  areas  to  plan  for  and  cope  with  an  ever  increasing  caseload  of 
HIV  disease,  and  the  need  to  create  comprehensive  systems  of  health 
care  nationwide.     The  first  official  action  of  the  National  Commission 
on  AIDS  was  to  call  for  the  immediate  passage  of  the  Americans  with 
Disabilities  Act  (ADA) ,  which  will  provide  critical  antidiscrimination 
protections  to  those  living  with  HIV  disease. 

The  Commission  is  also  pleased  that  progress  is  being  made  at 
the  NIH  with  respect  to  increased  diversity,  both  geographically  and 
demographically ,  in  clinical  trials  sponsored  by  the  federal  govern- 
ment . 

In  December,   1989  the  Commission  called  for  a  comprehensive 
review  of  U.S.  immigration  policy  as  it  relates  to  HIV  disease.  At 
that  time,  we  emphasized  the  importance  of  letting  our  public  health 
officials  determine  which  diseases  should  prohibit  entry  into  the 
United  States.     We  are  pleased  that  both  Congress  and  the  Administra- 
tion have  taken  actions  which  will  lead  to  a  favorable  solution  to 
this  matter  in  the  very  near  future. 

Mr.  Natcher:       How  many  recommendations  were  made  by  the  Presi- 
dential Commission  on  the  HIV  Epidemic? 

Dr.  Osborn:        The  Presidential  Commission  on  the  HIV  Epidemic 
issued  597  recommendations. 

Mr.  Natcher:      Do  you  generally  concur  with  most  of  those 
recommendations,  or  have  you  identified  some  with  which  you  disagree? 

Dr.  Osborn:        We  generally  concur  with  the  recommendations  of 
the  Presidential  Commission,  and  to  the  degree  possible,  we  have 
attempted  to  monitor  the  implementation  of  some  of  the  recommenda- 
tions . 

Mr.  Natcher:      What  new  areas  will  you  be  looking  at  which  were 
not    covered  by  the  Presidential  Commission? 

Dr.  Osborn:        We  will  continue  to  focus  a  lot  of  attention  on 
issues  which  were  either  not  covered  at  all  or  not  covered  in  depth 
by  the  Presidential  Commission,  including  the  provision  of  health  care 
services,  especially  basic  primary  care,  as  well  as  long-term  care, 
the  need  for  early  intervention  treatments  and  therapies,  and  the 
housing  needs  of  people  living  with  HIV  disease.     We  are  also  looking 
in  depth  at  issues  related  to  substance  use  and  the  spread  of  HIV 
disease. 

The  Commission  will  also  look  at  implementation  of  the  Americans 
with  Disabilities  Act,  the  continuing  issues  related  to  HIV  disease 
facing  rural  America,  and  the  role  of  the  different  levels  of  govern- 
ment in  responding  to  the  epidemic. 
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Another  area  which  we  will  be  examining  closely  is  HIV  disease 
among  racial  minorities.     Logically,  the  Commission  will  also  expand 
on  the  work  of  the  previous  Commission  in  the  areas  of  prevention  and 
education.     Much  of  our  time  will  also  be  spent  examining  issues 
around  health  care  financing. 

Mr.  Natcher:       Dr.  Osborn,  given  the  funding  constraints  under 
which  the  Committee  must  operate,  if  we  have  to  choose,  where  are  the 
funding  increases  needed  the  most  —  is  it  in  research  or  treatment? 

Dr.  Osborn:        The  Commission  has  consistently  called  for  appro- 
priate funding  for  services,  research,  and  prevention  and  has  high- 
lighted the  need  for  a  national  plan  to  identify  priorities  and  needs 
at  the  federal  level.     The  need  to  increasingly  connect  services  to 
research  has  also  been  highlighted  by  the  Commission.     While  recogniz- 
ing the  fiscal  constraints  confronting  our  nation,  the  Commission 
continues  to  support  full  funding  of  the  Ryan  White  CARE  Act  to 
provide  urgently  needed  resources  throughout  the  country  for  meeting 
the  care  and  treatment  needs  of  those  living  with  HIV  disease. 

Mr.  Natcher:      What  is  the  purpose  of  extending  the  Commission 
for  another  year  beyond  the  final  report? 

Dr.  Osborn:        While  the  final  report  is  designed  to  be  quite 
comprehensive,  there  are  additional  issues  that  should  be  explored  in 
greater  depth  and  some  issues  that  have  not  been  examined  at  all.  For 
example,  the  Commission  believes  that  in  a  third  year  the  increasing 
concern  for  appropriate  housing  should  be  examined  and  reported  on. 
Monitoring  the  implementation  of  the  Ryan  White  CARE  Act  is  an  area 
in  which  the  Commission  might  be  quite  helpful.     Concerns  about  dis- 
crimination, HIV  prevention,  care,  research,  and  how  to  pay  for  these 
services  will  continue  to  be  a  part  of  the  national  health  care  debate 
and  the  Commission  believes  very  strongly  that  a  body  such  as  ours 
can  continue  to  provide  significant  guidance  to  policymakers  as  they 
struggle  with  these  difficult  issues.     The  Commission  has  also  been 
available  and  played  an  active  advisory  role  in  a  number  of  areas 
where  HIV-related  issues  and  concerns  have  arisen  nationally.  For 
example,  the  Commission  has  been  extremely  active  in  policy  discus- 
sions around  immigration,  legislative  proposals  designed  to  respond 
to  the  needs  of  people  living  with  HIV  disease,  and  public  concerns 
about  potential  transmission  of  HIV  from  provider  to  patient  or 
patient  to  provider.     It  seems  essential  to  us  that  given  the  predic- 
tions of  how  many  people  will  need  HIV-related  services  in  the  90 's 
and  the  continuing  need  to  develop  and  provide  effective  prevention 
programs  and  services,  disbanding  the  Commission  would  send  a  terrible 
signal  to  the  country  and  eliminate,  what  I  as  the  Chairman  believe, 
has  been  an  enormous  resource  to  policymakers  at  all  levels  of  govern- 
ment. 

Mr.  Natcher:      Will  the  Commission  terminate  by  the  end  of  1992? 

Dr.  Osborn:        The  Commission's  authorizing  legislation  (Public 
Law  100-607)  provides  for  the  President  to  "extend  the  life  of  the 
Commission  for  a  period  of  not  to  exceed  2  years."    As  you  know,  the 
President  has  requested  $3  million  in  his  FY92  budget  submission.  At 
this  time  I  do  not  know  if  the  President  will  request  funds  in  his 
FY93  budget  to  extend  the  Commission  a  second  year. 
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Mr.  Natcher:  Who  is  responsible  for  auditing  the  Commission's 
expenditures  and  final  disposition  of  assets  after  the  Commission  is 
terminated? 

Dr.  Osborn:        The  General  Services  Administration. 

Mr.  Natcher:       How  many  staff  do  you  currently  have  on  board? 

Dr.  Osborn:         14  full-time,  2  part-time,  and  3  on  detail  (one 
from  each  Department  represented  on  the  Commission:     HHS,  VA,  and 
DOD)  . 

Mr.  Natcher:      What  is  the  statutory  salary  cap  for  Commission 
staff,  and  what  is  the  average  salary? 

Dr.  Osborn:        The  Commission's  authorizing  legislation  (Public 
Law  100-607)  states  "The  Executive  Director  shall  be  compensated  at 
a  rate  not  to  exceed  the  maximum  rate  of  basic  pay  payable  under  GS-18 
of  the  General  Schedule  as  contained  in  title  5,  United  States  Code... 
With  the  approval  of  the  Commission,  the  Executive  Director  may 
appoint  and  fix  the  compensation  of  such  additional  personnel  as  the 
Executive  Director  considers  necessary  to  carry  out  the  duties  of  the 
Commission."    The  average  salary  is  $48,000. 

Mr.  Natcher:      You  have  leveled  off  staffing  at  15  FTEs.  How 
did  you  determine  the  staffing  level  requirement  for  the  Commission? 

Dr.  Osborn:        The  Commission  identified  the  topics  and  issues 
it  wished  to  examine  in  FY91  and  identified  the  locations  around  the 
country  it  chose  to  hold  its  meetings  and  site  visits  in.  The 
Commission  meets  at  least  monthly  and  sometimes  more  often  depending 
on  the  site  visits  we  have  also  conducted.     The  Executive  Director 
assessed  the  program  and  administrative  needs  to  implement  our  meeting 
and  site  visit  schedule  as  well  as  complete  the  required  Comprehensive 
Report  due  at  the  end  of  this  summer  to  the  President  and  the 
Congress . 

Mr.  Natcher:       Can  you  tell  us  how  the  staffing  of  the  Commission 
is  organized,  and  what  types  of  positions  or  professional  backgrounds 
are  employed? 

Dr.  Osborn:        The  staffing  of  the  Commission  is  organized  into 
a  Program  Section,     an  External  Affairs  Section,  an  Administrative 
Section,  and  the  Executive  Director  has  assigned  two  staff  positions 
specifically  for  report  writing  and  production.     Of  the  14  full-time 
staff  members,  7,  including  the  Executive  Director  have  Masters 
Degrees.     Of  those  7,  2  have  a  Masters  in  Public  Health.     An  addi- 
tional 2  staff  members  have  law  degrees.     The  staff  member  detailed 
from  HHS  is  a  Registered  Nurse  and  the  person  detailed  from  DOD  has 
a  Masters  in  Public  Administration.     Three  of  the  Commission's  current 
consultants  have  Medical  Degrees. 

The  Commission  has  also  worked  very  hard  to  hire  a  staff  that 
is  reflective  of  the  diversity  of  our  society  and  the  HIV  epidemic. 
There  are  three  African  American  staff  members,    one   Hispanic,  and 
at  least  one  staff  member  who  is  a  person  living  with  AIDS. 

Mr.  Natcher:      What  are  your  total  obligations  for  the  first  two 
quarters  of  1991? 
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Dr.  Osborn:        The  Commission's  total  obligations  for  the  first 
two  quarters  of  1991  were  $823,500.     Through  April  30,  1991,  our  total 
obligations  have  been  $1,118,000. 

Mr.  Natcher:      How  much  has  been  spent  on  travel  in  the  first 
two  quarters  of  1991? 

Dr.  Osborn:  In  the  first  two  quarters  of  1991,  the  Commission 
spent  $319,000  on  travel. 

Mr.  Natcher:       Provide  a  schedule  of  meetings  and  site  visits 
for  1991. 

Dr.  Osborn:        Our  schedule  for  1991  is  as  follows: 
HEARING  DATES 

August  16  &  17,  1990  New  York  City 

September  17  &  18,  1990  Washington,  DC 

November  27  &  28,   1990  San  Juan,  Puerto  Rico 

December  17  &  18,  1990  Baltimore,  MD 

January  16  &  17,  1991  Washington,  DC 

March  12  &  13,  1991  Chicago,  IL 

April  22  &  23,  1991  Washington,  DC 

May  16  &  17,  1991  San  Francisco,  CA 

June  5,  6,  &  7,  1991  Denver,  CO 

July  10  &  11,  1991  Washington,  DC 

August/September  1991  TBA 

SITE  VISIT  SCHEDULE 

February  6  &  7,  1991  South  Florida 

Regional  Site  Visits 

February  25-27,  1991  Oklahoma 

South  Dakota 
Native  American  Arizona 

New  Mexico 
Minnesota 

WORKING  GROUP  SCHEDULE 

SOCIAL/HUMAN  ISSUES 

July  9  &  10,  1990  Dallas,  TX 

July  30  &  31,   1990  Seattle,  WA 
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FY  1992  Appropriation  Language 
NATIONAL  COMMISSION  ON  ACQUIRED  IMMUNE  DEFICIENCY  SYNDROME 


For  expenses  necessary  for  the  National  Commission  on  Acquired 
Immune  Deficiency  Syndrome  as  authorized  by  Subtitle  D  to  title  II 
of  Public  Law  100-607,  $3,000,000.  (Departments  of  Labor,  Health 
and  Human  Services,  and  Education,  and  Related  Agencies 
Appropriations  Act,  1991.) 
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National  Commission  on  Acquired  Immune  Deficiency  Syndrome 

1730  K  Street.  N.W..  Suite  815 
Washington.  D.C.  20006 
(202}  254-5125    [FAX!  254-3060 


National  Commission  on  AIDS 


•  t".  Oshnrn.  M.D 


Harlon  L.  Dulmn.  £jo 


Lurrv  Kesster 


Chorus  Komesbert.  M.D..  M.PJi. 


David  £  Rovers.  M.D 


Hon.  J  Rov  Rowlana.  M.D 


Hon.  Utuis  W  Sulhv, 


EXECUTIVE  DIRECTOR 


The  15  members  of  the  National  Commission  on  the 
Acquired  Immune  Deficiency  Syndrome  took  office  on  August 
3,  1989. 

The  Commission  is  an  independent  body  created  by 
Congress  (Public  Law  100-607)  to  make  recommendations  to 
Congress  and  the  President  "for  a  consistent  national 
policy  concerning  AIDS"  and  the  human  immunodeficiency 
virus  (HIV)  epidemic.  The  statute  authorizes  the 
Commission  to  hire  staff,  hold  public  hearings,  conduct 
studies  and  otherwise  function  to  fulfill  those 
responsibilities. 

The  Commission  will  exist  for  two  years,  with  the 
option  of  being  extended  by  order  of  the  President. 
While  the  Commission  is  required  to  make  annual  reports, 
it  has  already  spoken  out  on  issues  such  as  federal  drug 
treatment  policy ,  anti-discrimination  legislation,  health 
care  delivery  and  immigration  law  relative  to  HIV.  Other 
periodic  reports  are  expected  before  the  next  annual 
report  in  August  1991. 

The  Commission's  work  comes  as  the  number  of 
reported  cases  of  fully  developed  AIDS  is  expected  to 
quadruple  from  the  July,  1989  total  of  100,000  to  350,000 
or  more  by  the  end  of  1992.  Major  issues  before  the 
Commission  include  finding  mechanisms  to  finance  and 
deliver  care  and  treatment  to  persons  with  AIDS  and  the 
much  larger  number,  estimated  at  a  million  or  more,  who 
are  infected  with  HIV.  Discrimination  against  those  with 
HIV,  education  and  prevention  programs,  legal  and  social 
issues ,  research  and  access  to  experimental  drugs , 
training  of  health  care  professionals,  and  the  roles  of 
the  private  sector  and  local,  state  and  federal  agencies 
are  also  major  concerns  of  the  Commission. 

Five  members  of  the  Commission  were  appointed  by  the 
Senate,  five  by  the  House  and  two  by  President  Bush.  In 
addition  the  Secretary  of  Defense,  the  Secretary  of 
Health  and  Human  Services  and  the  Secretary  of  Veterans 
Affairs  are  non-voting  members  of  the  Commission. 

On  August  3,  1989  the  Commissioners  elected  June  E. 
Osborn,  M.D. ,  as  their  Chairman,  and  David  E.  Rogers, 
M.D.  ,   as  Vice  Chairman. 
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Dr.  Osborn,  who  is  Dean  of  the  School  of  Public  Health, 
University  of  Michigan,  serves  on  a  number  of  AIDS  advisory  panels 
including  those  for  the  Global  Commission  on  AIDS  for  the  World 
Health  Organization,  the  Robert  Wood  Johnson  Foundation,  the  PEW 
Charitable  Trusts  and  the  Rockefeller  Foundation,   among  others. 

Dr.  Rogers  is  also  the  Chairman  of  the  AIDS  advisory  panels  to 
the  state  of  New  York  and  to  New  York  City,  which  has  the  largest 
number  of  persons  with  AIDS  of  any  city  in  the  United  States.  He  is 
also  the  Walsh  McDermott  University  Professor  of  Medicine  at 
Cornell  University  Medical  College.  Dr.  Rogers  is  the  former  Dean 
of  Medicine  and  Vice  President  for  Medical  Affairs  at  Johns  Hopkins 
University.  For  15  years  he  was  President  of  the  Robert  Wood 
Johnson  Foundation. 

Members  of  the  Commission  were  appointed  by  Democratic  and 
Republican  members  of  Congress  and  by  the  President  of  the  United 
States.-  They  represent  a  broad  array  of  expertise  in  medicine, 
public  health,  law,  public  administration,  community-based 
organizations,  minority  issues  and  religion. 

In  addition  to  Dr.  Osborn  and  Dr.  Rogers,  there  are  ten  other 
voting  members  of  the  Commission. 

0  Diane  Ahrens  is  serving  her  fifth  term  as  Commissioner  of 
Ramsey  County,  Minnesota,  and  is  founder  of  the  Tri-County  Task 
Force  on  AIDS.  She  is  also  Chair  of  the  National  Association  of 
Counties'  Task  Force  on  HIV  and  AIDS. 

0  Rev.  Scott  Allen  is  a  Baptist  minister  and  Founder  of  the 
AIDS  Interfaith  Network  of  Dallas. 

0  Harlon  Dalton  is  Professor  of  Law  at  Yale  Law  School  and 
author  of  AIDS  and  the  Law:  A  Guide  for  the  Public. 

0  Eunice  Diaz  is  Vice  Chair  of  the  Health  Resources  and 
Services  Administration  (HRSA)  AIDS  Advisory  Council,  a  private 
health  care  consultant  and  an  authority  on  AIDS  among  Hispanics. 
She  also  serves  on  the  Los  Angeles  County  Commission  on  AIDS,  and 
served  on  the  Planning  Committee  for  the  Surgeon  General's 
Conference  on  Pediatric  AIDS. 

0  Donald  Goldman  is  a  New  Jersey  attorney  and  former 
president  of  the  National  Hemophilia  Foundation.  He  coordinated 
the  Foundation's  efforts  to  improve  the  safety  of  the  nation's 
blood  supply  and  many  of  its  efforts  to  improve  hemophilia  and  HIV 
service  delivery  to  minorities. 

0  Don  C.  DesJarlais,  Ph.D.  is  Director  of  Research  for  the 
Chemical  Dependency  Institute  of  Beth  Israel  Medical  Center  and 
Deputy  Director  for  AIDS  Research  with  Narcotic  and  Drug  Research, 
Inc. 

0  Larry  Kessler  is  co-founder  and  Executive  Director  of  the 
AIDS  Action  Committee  in  Boston  which  is  a  community-based  service 
organization  staffed  by  75  full-time  employees  and  more  than  1,500 
volunteers.  He  also  serves  on  the  Governor's  Task  Force  on  AIDS 
and  the  Boston  Mayor's  Task  Force  on  AIDS. 
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0  Charles  Konigsberg,  M.D.  is  Director  of  the  Division  of 
Health  of  the  Kansas  Department  of  Health  and  the  Environment.  He 
is  the  former  District  Health  Program  Supervisor  and  Broward  County 
Public  Health  Unit  Director  for  the  Department  of  Health  and 
Rehabilitative  Services  in  Fort  Lauderdale. 

0  Belinda  Mason,  a  former  newspaper  journalist,  was  infected 
with  the  AIDS  virus  through  a  blood  transfusion  during  the  birth  of 
her  second  child.  She  founded  the  first  organization  in  Kentucky 
and  Indiana  for  people  with  HIV  disease  and  she  is  the  immediate 
past  President  of  the  National  Association  of  People  with  AIDS. 

0  J.  Roy  Rowland,  M.D. ,  one  of  the  few  physicians  in 
Congress,  is  now  serving  his  fifth  term  in  the  U.S.  House  of 
Representatives  representing  the  Eighth  Congressional  District  of 
Georgia.  He  is  the  prime  sponsor  of  the  legislation  establishing 
the  Commission. 

There  are  three  ex-off icio  members  of  the  Commission  from  the 
President's  Cabinet.     They  are: 

0  Richard  B.  Cheney,  Secretary  of  Defense.  Mr.  Cheney  is  the 
former  Chief  of  Staff  to  President  Gerald  Ford,  then  represented 
Wyoming  in  the  U.S.  House  of  Representatives  from  1979  through 
1988. 

0  Edward  J.  Derwinski,  Secretary  of  Veterans  Affairs.  Mr. 
Derwinski  represented  Illinois'  Fourth  Congressional  District  in 
the  U.S.  House  of  Representatives  from  1959  through  1982,  and  was 
a  senior  State  Department  official  from  1983  to  1989. 

0  Louis  W.  Sullivan,  M.D. ,  Secretary  of  Health  and  Human 
Services.  Dr.  Sullivan  was  the  first  Dean  and  President  of  the 
Morehouse  School  of  Medicine. 
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FY92  Budget  Justification 


FY91 
$2.9  m 


FY9  2  Request 
$3  ID 
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09-1300 

-0-1-801 

FY 

FY 

FY 

1990 

1991 
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11.1 

FULL-TIME 

364 

894 

944 

11.3 

OTHER  PERS 

83 
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400 
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447 
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1344 

12.1 
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98 

206 

210 

21.0 

TRAVEL 

143 

701 

701 

23.1 

RENT  TO  GSA 

70 

150 

150 

23.3 

UTILITIES ,  ETC . 

33 

100 

100 
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PRINTING 

17 

90 

90 
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Other 

115 
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269 
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SUPPLIES 

45 

86 

86 
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29 

50 

50 
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997 

2928 
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Staff  Positions: 
Full-time  Permanent 


9 


15 


15 
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Personnel  Compensation;     The  budget  request  for  personnel 
compensation  includes  the  personnel  costs  to  maintain  the 
Commission's  current  level  of  staff  positions.     It  also  includes 
the  per  day  compensation  provided  to  each  eligible  Commissioner 
when  the  Commissioners  meet  to  conduct  official  Commission 
Business.     (Note:     According  to  Public  Law  100-607,  Members  of 
the  Commission  who  are  officers  or  employees  or  elected  officials 
of  a  government  entity  do  not  receive  compensation.) 

The  request  includes  sufficient  funds  to  maintain  a  staff  of 
approximately  15  full-time  positions. 

Travel;     The  budget  request  includes  funds  for  travel-related 
expenses.     To  date,  the  Commission  has  conducted  eighteen  days  of 
full  Commission  meetings,  four  working  group  meetings  and  nine 
full  days  of  site  visits.     Through  August  1991,  the  Commission 
plans  to  meet  every  month  for  at  least  two  days  of  site  visits 
and/or  Commission  meetings.     A  list  of  Commission  meetings  and 
site  visits  for  July  1990  through  July  1991  is  attached.  The 
Commission  has  traveled  to  many  cities  around  the  country 
including  New  York  City,  Newark,  Los  Angeles,  San  Juan,  Seattle, 
Dallas,  rural  Georgia,  Baltimore,  and  Miami.     The  Commission 
plans  additional  site  visits  and  meetings  around  the  country 
through  FY91  and  believes  it  is  essential  to  continue  such 
activities  throughout  FY92. 

The  Commission  also  believes  it  is  essential  to  hear  testimony 
from  people  living  with  HIV  disease  and  others  who  offer  a 
variety  of  perspectives  and  experiences,  as  well  as  geographic 
diversity.     Therefore,  the  Commission  pays  for  the  expenses  of 
those  witnesses  who  testify  before  the  Commission  who  have  no 
other  means  of  payment. 

Rental  payments  to  GSA:     The  Commission  occupies  4,500  square 
feet  at  173  0  K  Street  at  a  cost  of  $27.52  per  square  foot. 

Communications,  utilities,  and  miscellaneous  charges:  The 

Commission  maintains  a  mailing  list  of  more  that  1,000 
individuals  and  organizations.     The  Commission  has  requested 
level  funding  in  the  budget  for  mailing  and  other  communication 
functions. 

Eleven  of  the  fifteen  Commission  members  are  not  located  in 
Washington,  D.C..     Given  the  high  level  of  activity  of  the  Full 
Commission  and  its  Working  Groups,  the  FY92  budget  request  is 
essential  to  meet  the  cost  of  the  Commission's  telephone  system 
and  operations. 
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Printing:     To  date,  the  Commission  has  issued  three  Interim 
Reports  and  an  Annual  Report.     These  reports  are  included  in  the 
Commission's  FY92  Budget  Justification  packet.     In  FY91,  the 
Commission  plans  to  issue  additional  Interim  Reports  as  well  as 
the  Comprehensive  Report  called  for  in  the  Commission's 
authorizing  statute.     The  Commission  believes  such  reports  are  an 
effective  way  of  providing  information  and  recommendations  about 
issues  specific  to  HIV  disease  as  well  as  offering  a 
comprehensive  look  at  prevention,  health  care  delivery  and 
financing  strategies  that  address  the  needs  of  many  people  at 
risk  for  HIV  infection  as  well  as  those  already  living  with  HIV 
disease.     The  Commission  plans  to  continue  issuing  such  reports 
in  FY92. 

Other  Services:     This  category  of  funding  includes  research 
contracts,  GSA  support,  as  well  as  technical  and  professional 
support.     Public  Law  100-607  requires  that  the  Commission  perform 
specific  functions  that  require  the  assistance  of  experts  in  the 
areas  of  health  care  delivery;  AIDS  education  and  prevention 
strategies;  behavioral  science;  substance  use;  health  care 
financing  and  others. 

In  order  to  examine  and  report  on  these  complex  and  comprehensive 
issues,  the  Commission  has  relied  on  expert  consultants  from  the 
fields  of  health  care  economics;  medicine;  public  health;  health 
eaucation  and  prevention;  and  health  care  delivery. 

In  FY92,  as  the  Commission  continues  to  examine  some  of  these 
issues  in  more  detail,  and  in  some  cases  new  issues  not  yet 
addressed  by  the  Commission,  these  funds  will  be  crucial  to 
maintain  the  high  quality  of  professional  participation  the 
Commission  has  been  able  to  utilize  to  date. 
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HEARING  DATES 
NATIONAL  COMMISSION  ON  AIDS 

August  16  &  17,  1990  New  York  City 

September  17  &  18,   1990  Washington,  DC 

November  27  &  28,   1990  San  Juan,  Puerto  Rico 

December  17  &  18,  1990  Baltimore,  MD 

January  16  &  17,   1991  Washington,  DC 

March  12  &  13,   1991  Chicago,  IL 

April  22  &  23,   1991  ^...Washington,  DC 

May  16  &  17,   1991  California  Bay  Area 

June  5  &  6,   1991  Denver,  CO 

July  10  &  11,   1991  Washington,  DC 

SITE  VISIT  SCHEDULE 

February  6  &  7,   1991  South  Florida 

Regional  Site  Visits 

February  25-27,   1991  Oklahoma 

South  Dakota 
Native  American  Arizona 

New  Mexico 
Minnesota 

WORKING  GROUP  SCHEDULE 

SOCIAL/HUMAN  ISSUES 

July  9  &  10,   1990  Dallas,  TX 

July  30  &  31,   1990  Seattle,  WA 


Tuesday,  April  30,  1991. 

NATIONAL  COMMISSION  ON  LIBRARIES  AND 
INFORMATION  SCIENCE 

WITNESSES 

CHARLES  E.  REID,  CHAIRMAN 
ELINOR  H.  SWAIM,  VICE  CHAIRMAN 
PETER  R.  YOUNG,  EXECUTIVE  DIRECTOR 

JEAN  M.  CURTIS,  EXECUTIVE  DIRECTOR,  WHITE  HOUSE  CONFERENCE  ON 

LIBRARY  AND  INFORMATION  SERVICES 
MARY  ALICE  HEDGE  RESZETAR,  ASSOCIATE  EXECUTIVE  DIRECTOR 
JANE  WILLIAMS,  RESEARCH  ASSOCIATE 

Mr.  Early.  Next  we  will  hear  from  the  National  Commission  on 
Libraries  and  Information  Science. 
Mr.  Reid,  if  you  want  to  identify  who  you  have  with  you? 
Mr.  Reid.  Thank  you  very  much. 

WITNESSES 

I  am  Charles  Reid,  Chairman  of  the  National  Commission  on  Li- 
braries and  Information  Science.  I  am  pleased  to  introduce  Elinor 
Swaim,  the  Commission's  Vice  Chairman.  I  also  bring  you  greet- 
ings from  Bessie  Moore,  our  Vice  Chairman  Emeritus. 

With  us  today  are  Peter  Young,  the  Commission's  Executive  Di- 
rector; Jean  Curtis,  Executive  Director  of  the  White  House  Confer- 
ence on  Library  and  Information  Services;  Mary  Alice  Hedge  Res- 
zetar,  the  Commission's  Associate  Executive  Director;  and  Jane 
Williams,  Research  Associate. 

CHAIRMAN  NATCHER'S  AWARD 

Chairman  Natcher,  all  of  us  congratulate  you  on  receiving  the 
Public  Service  Award  from  the  Friends  of  Libraries  U.S.A.  on  April 
16.  The  library  community  is  very  grateful  for  your  consistent  sup- 
port of  the  Federal  role  in  the  improvement  of  library  and  informa- 
tion services  throughout  the  Nation. 

MR.  CONTE'S  CONTRIBUTIONS 

We  express  our  condolences  on  the  death  of  Mr.  Conte.  We  ac- 
knowledge his  contributions  and  service  to  Congress,  to  this  sub- 
committee as  the  ranking  minority  member,  to  library  and  infor- 
mation services  nationwide  and  to  the  National  Commission. 

NCLIS  20TH  ANNIVERSARY 

In  January,  the  National  Commission  on  Libraries  and  Informa- 
tion Science  celebrated  its  20th  anniversary  at  a  reception  held  at 
the  Library  of  Congress.  Over  300  gathered  with  the  Commission- 
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ers  to  recognize  accomplishments  as  diverse  as  the  publication  of 
the  National  Inventory  of  Library  Needs  in  1974  and  the  1990  de- 
velopment and  adoption  of  the  Principles  of  Public  Information. 

We  await  the  challenges  and  look  forward  to  realizing  the  poten- 
tial for  achievements  that  are  ahead  of  us  as  we  continue  working 
to  improve  the  Nation's  library  and  information  services. 

Information  is  increasingly  recognized  as  our  country's  most  stra- 
tegic resource.  The  ability  to  access,  understand  and  use  informa- 
tion effectively  is  critical  to  success  in  government,  industry,  and 
education. 

IMPORTANCE  OF  ACCESS 

Effective  access  and  use  of  information  are  important  to  consum- 
ers, voters,  parents,  and  students  as  we  work  to  succeed  in  a  com- 
petitive global  marketplace.  The  importance  of  library  and  infor- 
mation services  in  our  society  is  increasing  with  the  integration  of 
electronic  technology. 

Evidence  of  that  fact  was  just  reported  in  the  April  15  issue  of 
Library  Journal.  A  1990  Louis  Harris  survey  showed  that  six  out  of 
10  Americans  use  libraries.  That  translates  to  122,000,000  users 
and  represents  a  15-percent  jump  since  the  last  national  survey, 
conducted  by  Gallup  in  1978. 

While  books  continue  to  be  the  most  popular  public  library  serv- 
ice, more  than  two  out  of  three  people  surveyed,  68  percent,  also 
expressed  interest  in  using  the  public  library  by  a  home  computer 
to  get  information. 

These  increased  levels  of  library  use  and  interest  are  very  impor- 
tant to  the  Commission,  in  part  because  we  have  seen  the  benefits 
resulting  from  the  first  White  House  Conference  on  Library  and  In- 
formation Services,  held  in  1979.  This  July's  White  House  Confer- 
ence continues  the  work  begun  over  a  decade  ago,  and  will  set  the 
library  and  information  policy  agenda  for  the  next  decade,  a 
decade  that  will  likely  place  even  greater  demands  upon  libraries 
and  information  services  of  all  types. 

PUBLIC  POLICY  RECOMMENDATIONS 

The  1991  conference  will  work  to  formulate  public  policy  recom- 
mendations on  three  themes  critical  to  the  U.S.:  A  literate  popu- 
lace, a  work  force  with  the  productivity  skills  necessary  to  compete 
in  the  global  marketplace  of  the  21st  century,  and  a  responsible 
and  informed  citizenry  equipped  to  participate  actively  in  the 
democratic  process  at  the  local,  State  and  national  levels. 

Public  awareness  of  this  Conference  and  enthusiasm  are  building 
rapidly  throughout  the  Nation.  Tremendous  support  can  be  seen 
coming  from  the  thousands  of  Americans  who  have  participated  in 
pre-conference  activities  in  all  the  States  and  six  Territories. 

PRE-CONFERENCE  TOPICS 

We  expect  the  conference  resolutions  to  cover  a  broad  range  of 
complex  concerns.  A  few  of  the  topics  from  the  pre-conferences  are: 

The  Federal  role  in  supporting  library  and  information  services; 
preservation  and  conservation  of  books  and  nonprint  materials;  lit- 
eracy, including  adult  literacy  and  information  literacy;  access  to 
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library  and  information  services  for  all  citizens,  including  special 
populations  like  Native  Americans,  the  disabled,  elderly,  and  rural 
populations;  international  competitiveness  and  the  role  of  informa- 
tion in  a  global  knowledge  society;  intellectual  property  ownership 
in  an  electronic  network  environment;  national  scientific  and  tech- 
nical information  dissemination  policy;  the  need  for  current  and  ac- 
curate descriptive  statistics  regarding  library  and  information  serv- 
ices; and  provision  for  widely  available  access  to  public  information 
produced  at  taxpayers'  expense. 

IMPORTANCE  OF  POST-CONFERENCE  ACTIVITIES 

In  many  respects,  the  most  important  work  of  the  conference 
process,  and  of  the  Commission,  will  begin  after  the  Delegates  have 
returned  home  from  the  Conference  this  July,  and  the  final  report 
has  been  prepared. 

The  analysis,  study,  research,  investigation,  and  hearings  re- 
quired to  develop  plans  for  implementation  of  the  Conference  rec- 
ommendations must  be  accomplished  to  capitalize  on  the  White 
House  Conference  opportunity.  The  Commission  must  assume  this 
work  in  order  to  continue  the  further  improvement  of  library  and 
information  services  for  the  people  of  the  United  States. 

So,  the  agenda  for  the  Commission  in  1992  is  long  and  full.  To 
support  that  agenda,  the  Commission  requests  $911,000  for  fiscal 
year  1992.  As  you  know,  Public  Law  91-345  capped  the  Commis- 
sion's authorization  at  $750,000.  In  1970,  that  seemed  a  substantial 
sum  for  a  small  agency;  in  1991,  this  amount  is  not  realistic  at  all, 
if  the  Commission  is  to  continue  to  fulfill  its  mission  to  provide  ob- 
jective advice  and  assessment  of  library  and  information  issues  in 
order  to  recommend  overall  national  policies  and  priorities  for  im- 
plementation. 

TECHNICAL  AMENDMENTS 

Mr.  Chairman,  and  Committee  Members,  you  are  aware  that  for 
several  years  now  we  have  sought  introduction  and  passage  of  tech- 
nical amendments  to  remove  that  authorization  limit  and  to  im- 
prove the  effectiveness  of  the  Commission's  operation. 

We  are  seeking  approval  of  amendments  again  this  year,  and  we 
again  expect  OMB  approval  of  the  proposed  amendments  as  sub- 
mitted last  month.  I  heard  yesterday  we  may  receive  them  today. 
We  view  this  request  of  $911,000  as  necessary,  and  we  will  work 
diligently  this  year  to  see  that  the  required  technical  amendments 
are  enacted. 

LIBRARY  FUNDING  CUTBACKS 

Finally,  let  me  mention  several  other  library-related  concerns 
that  the  committee  and  the  Commission  share.  The  first  is  the  cur- 
rent cutbacks  in  local  and  State  funding  for  some  libraries.  A  Feb- 
ruary 13  article  in  the  Wall  Street  Journal  said,  "Libraries  face 
soaring  costs  for  books,  periodicals  and  computers  just  as  their 
budgets  are  being  squeezed  by  cash-strapped  local  governments. 
Few  libraries  have  been  closed  completely,  but  officials  are  cutting 
back  hours,  trimming  staffs,  slashing  book  and  periodical  budgets, 
and  leaving  broken  boilers  and  other  problems  unfixed." 
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State  budgets  are,  in  some  cases,  faring  no  better.  One  example 
is  the  Ohio  State  Library's  budget  which,  like  that  of  other  State 
agencies,  has  been  reduced  4  percent.  Maryland's  is  expected  to  be 
reduced,  and  California's  aid  to  local  libraries  has  been  cut  by 
$4,000,000. 

In  other  areas,  news  is  mixed.  Here  in  Washington,  the  public 
library  was  one  of  the  very  few  departments  of  the  District  of  Co- 
lumbia government  not  to  have  its  current  budget  reduced,  while 
the  public  libraries  in  the  suburban  counties  of  Montgomery  and 
Fairfax  are  cutting  staff  and  curtailing  hours  and  some  popular 
programs. 

In  still  other  cases,  the  news  is  positive.  An  urban  example  is  the 
Detroit  Public  Library,  winning  Proposition  L  in  November,  which 
will  generate  over  $5,000,000  in  five  years.  Kentucky's  State  library 
funds  increased  in  fiscal  year  1991,  partly  because  of  the  Legisla- 
ture's 1990  passage  of  the  Educational  Reform  Act. 

FEDERAL  ROLE 

Related  concerns  are  the  Federal  role  in  supporting  and  improv- 
ing library  and  information  services,  as  evidenced  by  the  Library 
Services  and  Construction  Act  and  Title  II  of  the  Higher  Education 
Act.  We  appreciate  your  support  of  LSCA  and  HEA,  and  we  think 
the  results  of  the  White  House  Conference  will  assist  the  Congress 
in  determining  the  future  Federal  role  for  libraries. 

NCLIS  ADVISING  THE  PRESIDENT 

We  want  you  to  know,  too,  that,  through  OMB's  Legislative  Ref- 
erence Division,  the  Commission  is  coordinating  advice  to  the  Ad- 
ministration. In  addition,  we  intend  to  provide  the  Congress  with 
comment  on  current  legislation  for  Federal  support  of  library  and 
information  services  and  on  other  important  library-related  initia- 
tives like  the  National  Research  and  Education  Network,  as  these 
initiatives  are  considered. 

IMPLEMENTING  CONFERENCE  RESOLUTIONS 

We  know  that  the  coming  year  will  mark  the  beginning  of  a  new 
phase  of  Commission  operations.  We  are  excited  about  the  role 
NCLIS  will  play  in  1992,  and  are  looking  forward  to  undertaking 
the  tasks  associated  with  the  implementation  of  the  White  House 
Conference  recommendations.  We  request  your  support  for  the  re- 
sources the  Commission  needs  to  continue  to  build  upon  its  strong 
record  of  achievement. 

Thank  you  for  the  opportunity  to  testify  before  you  today.  I  will 
be  glad  to  take  any  questions  you  have. 

[The  statement  of  Mr.  Reid  follows:] 


431 


U.S.  National  Commission  on  Libraries  and  Information  Science 

TESTIMONY  OF  CHAIRMAN  CHARLES  E.  REID 
FOR  THE  FY  1992  APPROPRIATION  HEARINGS 

Mr.  Chairman  and  members  of  the  Subcommittee,  I  am  Charles  E.  Reid,  Chairman 
of  the  U.S.  National  Commission  on  Libraries  and  Information  Science  (NCLIS).  I  am 
pleased  to  offer  testimony  to  support  the  Administration's  fiscal  year  1 992  budget 
request  of  $91 1 ,000  for  the  Commission. 

Three  general  points  need  to  be  stated  to  form  a  backdrop  for  specific  discussion 
of  the  Commission.  These  points  are  as  follows: 

•  Rapid  changes  are  challenging  our  concepts  of  information  in  society.  Our  failure  to 

formulate  responsive  information  policies  will  affect  our  ability  to  address 
serious  national  economic,  educational,  and  social  problems. 

•  Access  to  information  resources  from  a  wide  array  of  sources  and  representing  a 

broad  spectrum  of  viewpoints  is  essential  for  effective  citizen  participation  in 
the  democratic  process  and  is  critical  for  the  Nation's  productivity,  economic 
competitiveness,  and  progress. 

•  The  United  States  government  is  this  Nation's  largest  producer  and  consumer  of 

information  resources.  As  a  consequence,  the  Federal  government  has  a 
responsibility  to  manage  public  information  resources  effectively,  to  avoid 
duplication  of  resources,  and  to  ensure  that  access  to  the  Nation's  library  and 
public  information  resources  meets  the  needs  of  citizens. 
To  carry  out  this  responsibilty,  the  Federal  government  and  the  library  and 
information  communities  need  objective  advice  from  a  group  such  as  the  National 
Commission  on  Libraries  and  Information  Science,  a  permanent,  independent  agency  of 
the  U.S.  government.  The  Commission  can  acquire  and  assess  the  facts,  examine  the 
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issues,  and  make  reasoned  recommendations,  with  due  consideration  for  both  long-  and 
short-term  goals. 

Twenty  Years  of  Achievement 

1991  and  1992  are  very  important  years  for  the  Commission.  Two  events 
exemplify  their  importance.  The  first  is  that,  last  January  23  the  Commission 
celebrated  its  twentieth  anniversary  in  a  special  ceremony  co-sponsored  by  the  Library 
of  Congress's  Center  for  the  Book.  People  from  across  the  U.S.  came  to  help  us 
acknowledge  20  years  of  achievement  and  to  rededicate  the  Commission  to  the  continued 
fulfillment  of  our  statutory  mission.  Our  special  guest  that  evening  was  First  Lady 
Barbara  Bush,  who  received  the  Commission's  Twentieth  Anniversary  Recognition  Award 
for  her  work  promoting  literacy.  Appended  to  my  written  testimony  are  highlights  of 
the  Commission's  achievements  in  its  first  twenty  years. 

Major  programs  ongoing  in  FY  1991  include  the  following: 

Information  Policy.  Hearings  and  interagency  work  on  access  to  public 
information  culminated  in  the  Commission's  development  and  1990  adoption  of  the 
Principles  of  Public  Information  (Appendix  B),  based  on  the  premise  that  "public 
information  is  information  owned  by  the  people,  held  in  trust  by  their  government."  The 
Principles  were  published  the  Federal  Register.  Publicizing  and  encouraging  the 
Principles'  use  at  all  levels  of  government  are  ongoing. 

Library  Statistics.  In  1988  NCLIS  began  a  project  for  the  National  Center 
for  Education  Statistics  (NCES)  to  collect  and  make  available  statistics  on  all  U.S.  public 
libraries,  based  for  the  first  time  on  standard  terms  and  definitions  and  transmitted  to 
NCES  in  machine-readable  form.  Work  is  also  underway  to  improve  the  timeliness  and 
quality  of  statistics  from  school  library  media  centers  and  college  and  university 
libraries  and  to  plan  for  collecting  State  library  agency  and  Federal  library  data. 
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Library  and  Information  Services  to  Native  Americans.  After  a  1989 
hearing  in  New  Mexico,  NCLIS  formed  a  task  force  to  address  the  issues  related  to  the 
library  and  information  needs  of  Native  Americans.  Regional  hearings  in  1989-1991 
are  generating  information  and  statistics  for  a  long-range  plan  (draft  in  Appendix  C)  to 
improve  services  for  this  special  population. 

Information  Literacy.  Following  the  cosponsored  1989  symposium  on 
information  literacy  and  education  for  the  21st  century  and  1990  publication  of  the 
symposium's  proceedings,  NCLIS  continues  to  urge  adoption  of  principles  and  practices 
to  restructure  the  learning  process  into  resource-based,  lifelong  education. 

International  Programs.  NCLIS,  at  no  cost  to  the  State  Department, 
continues  to  monitor  and  coordinate  proposals  submitted  to  the  State  Department  for 
International  Conventions  and  Scientific  Organizations  Contribution  (ICSOC)  grants. 
This  program  supports  the  continuation  of  international  library,  information,  and 
archives  projects  which  were  funded  under  UNESCO. 

White  House  Conference  on  Library  and  Information  Services 

As  pleasant  as  it  is  to  review  ones  accomplishments,  it  is  exciting  to  look 
forward  and  meet  new  challenges.  We  are  doing  that  with  the  second  event  that 
exemplifies  the  importance  of  1991  and  1992  for  the  Commission:  that  is,  the  White 
House  Conference  on  Library  and  Information  Services. 

Information  is  increasingly  recognized  as  our  country's  most  important  national 
resource.  Our  ability  to  access,  understand  and  use  information  is  critical  to 
government,  industry,  educators,  consumers,  voters,  parents  -  all  Americans.  The 
importance  of  library  and  information  services  to  our  society  has  long  been  recognized. 
The  first  White  House  Conference  dealing  with  library  and  information  services  was  held 


434 


4 

in  1 979.  This  July's  White  House  Conference  continues  the  work  begun  over  a  decade 
ago  and  looks  forward  to  library  and  information  policies  that  will  affect  the  next  decade. 

The  1991  Conference  will  work  to  formulate  public  policy  recommendations  on 
three  issues  critical  to  the  United  States:  a  literate  populace,  a  workforce  with  the 
productivity  skills  necessary  to  compete  in  the  global  marketplace  of  the  21st  century, 
and  a  knowledgeable  citizenry  fully  equipped  to  participate  actively  in  our  democratic 
society  at  the  local,  State  and  National  levels. 

A  White  House  Conference  affords  the  American  public  the  unique  opportunity  to 
play  a  hands-on  role  in  the  public  policy-making  process.  Over  the  past  12  months 
thousands  of  Americans  have  been  doing  just  that  in  preconference  activities  in  all  50 
States,  the  U.S.  territories,  and  special  preconferences  for  Native  Americans,  for 
Federal  libraries,  and  for  library  networks  and  networkers.   Participants  include  the 
general  public,  government  officials,  educators,  library  users  and  trustees,  and  libary 
and  information  professionals. 

Joining  the  600  official  delegates  from  the  States  and  territories  at  the  White 
House  Conference  will  be  at-large  and  honorary  delegates,  plus  many  observers  and 
volunteers.  Among  our  honorary  delegates  will  be  the  members  of  the  U.S.  Congress; 
heads  of  library,  information  and  governmental  associations;  and  international  guests. 

Awareness  of  this  Conference  and  enthusiasm  for  it  are  high.  Executive  Director 
Jean  Curtis  and  the  Conference  staff  are  working  in  close  cooperation  with  the 
Commission's  Executive  Director  Peter  Young  and  his  staff,  to  assure  that  the  many 
Conference  objectives  are  met.   The  Conference  must  be  economically  and  efficiently 
run,  but  it  must  also  be  responsive  to  the  concerns  of  all  the  people  who  will  send  these 
Conference  delegates  to  Washington.  It  is  a  top-level  conference;  it  is  also  our  job  to 
assure  that  it  is  a  top-notch  conference. 
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Agenda  for  the  1990's 

Public  Law  100-382  states,  "The  purposes  of  the  White  House  Conference  on 
Library  and  Information  Services  shall  be  to  develop  recommendations  for  the  further 
improvement  of  the  library  and  information  services  of  the  Nation  and  their  use  by  the 
public. . ."  The  law  also  provides,  "The  Conference  shall  be  planned  and  conducted  under 
the  direction  of  the  National  Commission  on  Libraries  and  Information  Science." 

The  first  direct  product  of  the  Conference  will  be  a  final  report,  containing  the 
findings  and  recommendations  of  the  Conference  delegates.  In  many  respects,  the  most 
critical  work  of  the  Conference  will  begin  after  the  delegates  have  returned  home  and  the 
final  report  has  been  submitted  -    that  is,  the  analysis,  study,  research,  investigation, 
hearings  and  development  of  policies  and  plans  required  to  implement  the  Conference 
recommendations.  These  recommendations  will  help  shape  the  agenda  for  library  and 
information  services  in  the  United  States  in  the  1990's  and  will  determine  the  National 
Commission's  agenda  for  this  decade  and  beyond. 

Obviously,  we  cannot  predict  exactly  what  the  findings  and  recommendations  of 
the  White  House  Conference  will  be.  However,  we  expect  that  the  resolutions  adopted 
will  cover  a  broad  range  of  concerns.  The  post-Conference  agenda  that  the  Commission 
must  coordinate  for  the  country  will  include  complex  issues,  many  of  which  are  a 
function  of  the  changing  worlds  of  information  and  technology. 

For  example,  two  of  the  High-Performance  Computing  bills  introduced  in 
Congress  this  session  -  S.  272  and  H.R.  656  -  provide  for  a  National  Research  and 
Education  Network  (NREN).  Last  year,  Commission  staff  worked  with  representatives 
of  the  library  and  information  community  and  with  Congressional  staff  to  see  that  the 
proposed  NREN  legislation  was  broad-based  and  included  libraries  and  educational 
institutions  generally  as  contributors  to  and  users  of  such  a  network.  That  kind  of  work 
must  continue  in  order  to  assure  the  widest  possible  benefit  from  this  opportunity. 
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The  Commission  must  also  support  the  development  of  policies  and  plans  to  deal 
with  issues  such  as  the  following: 

Federal  role  in  providing  library  and  information  services; 
Preservation  of  print  and  non-print  materials; 

Information  literacy,  resource-based  learning,  and  the  role  of  library  and 

information  services  in  a  learning  society; 
International  competitiveness  and  the  role  of  information  in  a  global  knowledge 

society; 

Price  increases  for  all  types  of  library  and  educational  materials,  but  especially 
scientific  and  technical  journals; 

Intellectual  property  ownership  in  an  electronic  network  environment; 

Scientific  and  technical  information  policy; 

Scholarly,  technical,  and  scientific  communication  effectiveness. 
As  the  responsible  agency,  the  NCLIS  must  be  prepared  to  see  that  the 
Conference's  results  are  implemented.  No  other  agency  or  group  has  the  unique  mandate 
of  the  Commission  and  no  other  agency  or  group  can  fill  the  void  if  the  National 
Commission  on  Libraries  and  Information  Science  is  not  equipped  to  act  on  the 
Conference's  results. 

The  1992  Commission  Budget  Request 

The  agenda  for  the  Commission  in  1992  is  long  and  full.  To  support  that  agenda, 
the  Commission  requests  $911,000  for  fiscal  year  1992.  That  request  is  a  significant 
increase  ($179,000  or  25  percent)  over  our  current  appropriation  of  $732,000.  The 
increase  is  essential  if  this  agency  is  to  fulfill  its  mission  and  provide  the  kind  of 
independent  advice  and  assessment  of  information  issues  that  I  have  described. 
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P.L.  91-345  caps  our  authorization  at  $750,000.  That  cap  was  established  in 
1970,  when  $750,000  seemed  a  substantial  sum  for  a  small  agency.  Now,  20  years 
later,  that  cap  is  unreasonable;  we  are  seeking  the  timely  passage  of  the  technical 
amendments,  now  under  consideration  by  OMB,  which  would  remove  that  authorization 
limit. 

Funding  for  the  Commission  has  been  at  or  just  under  $750,000  for  the  past 
three  years.  We  know  that  the  coming  year  will  mark  the  beginning  of  a  new  phase  of 
Commission  operations.  It  is  this  Commission  and  no  other  that  will  have  the 
responsibility  to  oversee  the  implementation  of  the  recommendations  of  the  White  House 
Conference.  It  is  this  Commission  that  must  work  with  the  broader  library  and 
information  community  across  the  country  and  internationally,  as  exemplified  by  the 
White  House  Conference,  to  bring  leaders  together  to  discuss  plans  for  addressing  the 
challenges  facing  users  and  providers  of  library  and  information  services.  To  do  all  of 
that  will  require  increased  resources. 

I  assure  you  that  our  request  for  1992  is  not  an  extravagant  one.  Most  of  the 
increase  will  allow  us  to  restore  our  authorized  staffing  level  -  a  necessity  if  we  are  to 
carry  out  our  ambitious  agenda.  Although  we  have  a  ceiling  of  12  positions,  recent 
appropriation  levels  have  forced  the  Commission  to  reduce  staff  in  order  to  meet  ever 
increasing  operating  costs.  Our  1992  request  is  an  attempt  to  reverse  that  recent  trend 
and  will  permit  us  to  restore  our  complement  of  professional  staff  to  the  pre-1990 
level  and  to  expand  the  work  of  Commission  members.  We  would  appreciate  your 
positive  consideration  of  this  budget  request  in  order  to  provide  the  resources  needed  for 
the  Commission  to  continue  to  build  upon  its  strong  record  of  achievement. 

Thank  you  for  the  opportunity  to  testify  before  you  today.  I  will  be  glad  to  take 
any  questions  you  have. 

(Clerk's  note:  Appendices  are  available  from  Committee  files.) 
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Charles   E.   Reid,  Chairman 
National    Commission    on    Libraries    and    Information  Science 


Charles  E.  Reid  was  appointed  by  President  Bush  in  March  1990  as  chairman  of 
the  National  Commission  on  Libraries  and  Information  Science,  a  permanent, 
independent  agency  that  advises  Congress  and  the  Executive  Branch  on 
national  library  and  information  science  policies,  plans  and  concerns. 
Appointed    in  1988,  Mr.  Reid's  current  Commission  term  expires  in  July  1993. 

A  native  of  New  Jersey,  Mr.  Reid  served  in  the  Navy  in  World  War  II.  His  work 
is  commerical  and  residential  real  estate  development.  Mr.  Reid  is  the  Senior 
Vice  President  of  the  Prodevco  Group  in  Fort  Lee,  New  Jersey,  where  he  also 
resides.  He  belongs  to  the  National  Association  of  Home  Builders  and  was  the 
1987  president  of  the  New  Jersey  Manufactured  Housing  Association.  He  was 
the  association's  Industry  Man  of  the  Year  in  1984. 

Charles  Reid  began  his  other  career  -  that  of  elected  and  appointed  public 
service  -  in  1954  by  joining  the  Paramus  Board  of  Education.  Since  then  he 
has  served  many  civic  agencies  and  groups  and  has  received  numerous 
certificates  of  appreciation  and  recognition  awards.  The  Bergen  Community 
College  awarded  Mr.  Reid  an  honorary  degree  of  Associate  in  Applied  Science 
in  1987.  In  1973  the  borough  of  Paramus  named  a  park  in  his  honor.  Mr.  Reid 
was  mayor  of  Paramus  for  three  terms  in  1967-1974  and  was  a  New  Jersey  State 
Assemblyman  in  1972-1973. 

Also  in  1954  Charles  Reid  joined  the  Paramus  Library  Association  and  began  a 
distinguished  history  of  service  to  libraries  at  the  local,  state  and  national 
levels.  In  1959  he  helped  organize  the  Mid-Bergen  Federation  of  Libraries  so 
that  libraries  in  nine  communities  could  share  resources.  This  type  of 
interlibrary  cooperation  predated  similar  activities  in  many  other  parts  of 
New  Jersey  and  the  nation.  Mr.  Reid  has  been  a  member  of  the  New  Jersey 
Library  Association  and  the  New  Jersey  Library  Trustee  Association  since  1959, 
serving  as  the  trustees'  president  in  1963-1964.  He  has  worked  at  on 
legislative  and  trustee  education  matters  and  used  his  expertise  in 
construction  to  advise  on  library  buildings. 

Libraries  nationally  have  likewise  benefited  from  Mr.  Reid's  efforts  and 
support.  A  member  of  the  American  Library  Association  (ALA)  and  the 
American  Library  Trustee  Association  (ALTA),  he  received  ALA's  Trustee 
Citation  of  Merit  for  oustanding  service  to  libraries  in  1966.  Mr.  Reid  was 
ALTA's  vice  president  in  1963-1964  and  served  as  vice  chairman  and  co- 
chairman  of  ALTA's  committee  on  the  1979  White  House  Conference  on  Library 
and   Information  Services. 

As  chairman  of  the  National  Commission  on  Libraries  and  Information 
Science,  Charles  E.  Reid  also  serves  as  vice  chairman  of  the  advisory 
committee  for  the  1991  White  House  Conference  on  Library  and  Information 
Services.  In  October  1990  the  White  House  Conference  Advisory  Committee 
named  Mr.  Reid  chairman  of  the  Conference. 
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FUNDING  CUTS 

Mr.  Early.  Chairman  Reid,  we  want  to  thank  you,  because  the 
committee  is  well  aware  of  the  cutback  of  local  and  State  services 
to  libraries,  the  cutback  in  Federal,  too.  They  don't  supplement 
each  other  at  all.  You  get  reduction  in  all  three  levels  of  govern- 
ment. 

TECHNICAL  AMENDMENTS 

This  is  the  fifth  year  in  a  row  that  the  Commission  has  submit- 
ted a  budget  which  exceeds  the  authorization.  What  is  the  likeli- 
hood that  Congress  will  authorize  1992  funding  above  the  current 
$750,000  ceiling? 

Mr.  Reid.  As  I  indicated,  we  are  working  with  OMB  to  get  those 
technical  amendments  in  the  final  draft  form.  I  have  to  get  togeth- 
er with  the  staff  and  rest  of  the  Commissioners  in  order  to  try  and 
get  this  through  the  Congress. 

There  are  many  elements  to  the  technical  amendments.  Not  only 
the  lifting  of  the  cap  on  the  funding,  but  also  the  ability  to  contin- 
ue to  have  Commissioners  serve  with  vote  until  their  replacement 
is  confirmed  by  the  Senate.  That  has  been  a  serious  problem. 

At  one  point  last  year,  I  was  down  to  seven  Commissioners. 
Thankfully,  I  am  up  to  11  now,  of  the  15  authorized.  That  has 
made  it  very  difficult  to  operate  with  our  limited  funding  base.  I 
am  looking  forward,  by  July  of  this  year,  to  having  a  full  working 
Commission. 

STAFFING  VACANCIES 

Mr.  Early.  Your  staffing  ceiling  is  12  FTEs.  What  positions  are 
currently  vacant? 

Mr.  Reid.  Mostly  Research  Associates.  We  are  down  from  12  au- 
thorized staff  to  six  and  a  half,  six  and  one  part-time  person.  Of 
those,  we  are  missing  about  four  Research  Associates  on  our  staff. 

Mr.  Early.  How  many  consultants  and  detailees  are  you  using 
this  year,  and  what  work  are  they  doing  for  the  Commission? 

DETAILEES 

Mr.  Reid.  We  have  one  detailee  each  from  the  Department  of 
Education,  the  Government  Printing  Office,  the  Library  of  Con- 
gress and  we  had  one  detailee  from  the  Department  of  the  Interior. 
The  Department  of  Education  detailee  will  complete  his  tour  in 
mid-August.  I  believe  the  others  will  leave  at  the  end  of  the  year, 
at  the  completion  of  the  White  House  Conference. 

POSSIBLE  LIMITS  ON  1992  ACTIVITIES 

Mr.  Early.  What  work  wouldn't  you  be  able  to  do  in  1992  if  the 
committee  is  only  able  to  fund  you  at  the  current  authorized  ceil- 
ing? 

Mr.  Reid.  There  are  a  number  of  things  we  will  have  limited 
ability  to  do.  I  think  the  most  important  would  be  to  carefully 
review  the  results  of  the  White  House  Conference  and  put  those  in 
succinct  form  for  recommendations  to  the  Congress,  and  imple- 
mentation to  the  States  and  local  governments. 
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One  of  our  recent  programs  since  1989,  has  been  to  develop  a 
Strategic  Long-Range  Plan  for  Library  and  Information  Services  to 
Native  Americans.  While  this  appears  to  be  a  very  singular  objec- 
tive, we  think  it  has  tremendous  implications  for  other  populations, 
such  as  rural  America,  because  we  are  finding  many  analogous 
conditions. 

STRATEGIC  LONG-RANGE  PLAN  FOR  NATIVE  AMERICANS 

We  have  prepared,  and  submitted  to  your  staff,  a  draft  Strategic 
Long  Range  Plan  for  Native  American  Library  and  Information 
Services.  I  think  we  will  be  able  to  build  on  that  draft  plan  to  get  it 
into  final  form.  We  are  completing  our  hearings  in  Seattle  this 
August,  after  which  time  we  will  make  a  final  report  to  Congress 
and  the  President. 

To  me,  these  reports  are  beginnings.  The  report  is  not  a  goal.  It 
is  a  part  of  a  process  which  we  can  build  on  and  have  the  Tribes 
and  Indian  Nations  accept  and  implement.  There  are  elements  of 
this  report  which  reflect  on  many  other  populations. 

LIMITS  ON  RESEARCH  ABILITIES 

We  are  now  very  limited  in  our  research  abilities,  as  I  indicated, 
by  the  absence  of  four  staff  members.  Even  $911,000  doesn't  allow 
us  to  have  full  staff.  I  think  $911,000  is  very  limited,  but  it  allows 
us  to  grow  properly  and  strongly. 

Mr.  Early.  Do  you  expect  to  receive  outside  support  from  other 
agencies? 

FEDERAL-STATE  COOPERATIVE  SYSTEM 

Mr.  Reid.  We  do  work  very  closely  with  FSCS,  which  is  the  Federal 
State  Cooperative  Statistical  Program.  We  received  $450,000  in  1990. 

Mr.  Young.  Yes.  We  received  this  present  fiscal  year,  fiscal  year 
1991,  approximately  $639,000  through  transfer  of  funds  from  the 
National  Center  for  Education  Statistics  for  improvement  in  devel- 
opment of  consistent  and  regular  periodic  collection  of  public,  aca- 
demic and  school  library  descriptive  statistics. 

NATIONAL  EDUCATION  GOALS 

Mr.  Early.  Why  don't  you  provide  for  the  record  any  other  Fed- 
eral assistance  you  received  in  1991.  How  is  the  Commission  par- 
ticipating in  the  national  effort  to  achieve  the  educational  goals  es- 
tablished by  the  President  and  Governors? 

Mr.  Reid.  The  goals  recently  outlined  by  the  President  just  came 
across  my  desk,  as  you  know,  this  month.  The  Commission  must 
address  the  library's  role  in  education. 

My  personal  concern,  and  not  necessarily  that  of  the  entire  Com- 
mission, is  that  I  am  very  much  concerned  about  my  observation 
for  over  20  years  that  the  profession  is  unable  to  clearly  define  and 
elucidate  the  basic  educational  functions  that  libraries  provide 
from  the  cradle  to  the  grave. 

Library  services  are  so  integrated  in  our  society  that  they  are 
often  taken  for  granted.  There  is  no  stereotypical  library.  Library 
services  vary  to  meet  the  needs  of  an  individual  community.  People 
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have  traditionally  thought  of  a  library  as  a  stereotypical  type  of  in- 
stitution. 

MEETING  COMMUNITY  NEEDS 

We  know  many  community  libraries  are  doing  comprehensive 
education  programs  on  AIDS,  particularly  in  California  and  New 
York.  We  know  English  as  a  second  language  is  a  primary  concern 
for  many  library  programs  today.  These  are  social  and  educational 
programs  in  our  libraries  responding  to  community  needs. 

I  think  the  United  States  absorbed  some  400-thousand  immi- 
grants last  year,  and  is  projected  to  absorb  600,000  this  year.  There 
is  a  tremendous  opportunity  for  libraries  to  work  with  these  new 
emigres  to  really  give  them  the  information  tools  necessary  to  take 
advantage  of  an  opportunity  to  become  part  of  the  American 
Dream.  The  Commission  is  awaiting  a  briefing  by  the  new  Secre- 
tary of  Education  so  we  can  discuss  some  of  these  subjects  with 
him. 

REQUEST  FOR  ADDITIONAL  FUNDS 

You  asked  what  we  are  going  to  do  with  additional  funds  we  are 
requesting.  We  always  have  to  carefully  determine  where  we  can 
put  our  limited  resources. 

We  started,  a  number  of  years  ago,  working  towards  the  goal  of 
implementing  the  Glenerin  Declaration,  which  is  an  information 
policy  program  between  the  United  Kingdom,  United  States  and 
Canada.  We  have  been  unable  to  work  further  toward  implement- 
ing that  because  of  lack  of  funding.  Even  the  additional  funds  we 
are  requesting  wouldn't  necessarily  allow  us  to  do  that. 

We  have  a  broad-based  mission  by  the  statute  that  created  us. 
And  I  guess  one  of  my  frustrations  as  Chairman,  is  the  difficulty  in 
identifying  only  those  things  on  which  you  have  to  focus  due  to  the 
tightness  of  funding. 

I  was  listening  to  Mr.  Pursell  speak  in  the  previous  testimony 
about  the  need  to  focus  in  on  specific  programs,  and  then  you  risk 
the  criticism  of  people  saying,  "it  is  not  my  program."  I  think  you 
have  to  make  a  hard  and  fast  rule  and  try  to  focus  in  on  specific 
needs. 

FY  1992  PRIORITIES 

Our  most  specific  priority  next  year  has  to  be  to  coordinate  the 
recommendations  of  the  White  House  Conference  and  bring  those 
to  the  attention  of  the  appropriate  governmental  bodies  at  all 
levels  and  to  the  public  and  private  sectors. 

PUBLIC-PRIVATE  SECTORS 

Information  is  as  much  the  private  sector  as  the  public  sector. 
The  marriage  of  mutual  concerns  and  interests  of  the  public  and 
private  sectors  is  a  major  topic  we  will  have  to  face  in  the  next 
decade.  If  we  really  concentrate  our  focus  on  this,  that  in  itself 
could  take  all  of  the  NCLIS  resources:  that  one  single  item. 

Mr.  Early.  I  am  not  sure  that  the  staff  has  that  interim  report 
you  held  up,  so  make  sure  you  leave  a  copy. 

Mr.  Reid.  Surely. 
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Mr.  Early.  I  will  yield  to  Mr.  Pursell. 

NEW  ROLES  FOR  LIBRARIES 

Mr.  Pursell.  I  will  be  brief,  hopefully.  Is  there  a  possibility  and 
is  there  interest  in  installing  state-of-the-art  communications  tech- 
nology in  our  libraries  for  the  purpose  of  allowing  our  schools  to 
retrieve  information?  Our  libraries  today  are  primarily  designed  to 
house  books,  but  if  we  were  to  pursue  such  an  endeavor,  it  would 
require  the  installation  of  fiber  optics,  floppy  discs,  microfilm  and 
other  more  high-tech  implements.  Do  you  see  an  opportunity  here, 
is  this  feasible? 

Mr.  Reid.  I  think  that  access  is  one  of  the  problems  we  are  defi- 
nitely facing.  The  1979  White  House  Conference  gave  library  sys- 
tems throughout  the  country  a  real  impetus.  I  think  through  new 
computer  and  fiber  optics  programs,  we  have  a  wonderful  opportuni- 
ty of  reaching  segments  of  the  population  we  have  never  been  able 
to  reach  before. 

One  of  the  problems  is  who  is  going  to  pay  for  that?  We  talk 
about  rural  America,  and  other  disenfranchised  citizens  who  need 
specific  and  special  information,  and  there  is  a  price  tag  to  consid- 
er. 

SCHOOL  AND  PUBLIC  LIBRARY  NETWORKING 

Mr.  Pursell.  We  have  school  systems  that  want  to  hook  up  fiber 
optics  so  they  can  access  world  information  out  of  the  National  Sci- 
ence Foundation  as  well  as  libraries  across  the  globe.  The  tradition- 
al library  in  the  community  is  not  part  of  that  hook-up. 

Mr.  Reid.  That  is  true  in  some  communities.  Take  your  school  li- 
braries. There  are  many,  many  schools — thousands  of  schools  in 
this  country  that  still  don't  have  school  libraries.  You  know,  we 
have  become  the  information  poor  and  information  rich.  Those  that 
have  the  resources,  will  progress  rapidly. 

We  still  have  vast  segments  of  the  population  which  don't  have 
the  books  to  begin  with,  much  less  the  computer  tie-ins.  Yet  other 
communities  have  very  sophisticated  network  access  to  information 
through  their  libraries. 

REGIONAL  NETWORKS 

Mr.  Pursell.  The  traditional  library  is  a  lost  part  of  that  ulti- 
mate hook-up.  I  see  the  technology  and  business  world  moving  to 
the  school  systems,  and  they  are  beginning  to  develop  these  com- 
munication links.  I  know  Grand  Rapids,  Michigan  has  a  communi- 
cation ring  around  the  county,  and  you  can  access  that  with  a  com- 
munity college,  a  high  school  or  business. 

So,  it  services  a  whole  regional  geographical  area,  but  the  li- 
brary, as  I  see  it,  the  traditional  library  is  sort  of  the  lost  element 
of  the  whole  thing. 

Mr.  Reid.  We  think  libraries  are  a  very  important  element.  We 
feel  libraries  should  be  a  part  of  that  system,  and  they  often  are. 
One  of  the  things  we  have  been  working  on  very  hard  is  to  make 
certain  that  the  academic  libraries  and  the  special  libraries  of  this 
Nation,  and  other  information  sources,  are  accessible  and  utilized 
by  public  libraries. 
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Resource  sharing  is  a  major  concern  and  responsibility  that  the 
Commission  feels  they  have  to  promote.  We  have  made  great 
strides  in  this  area  since  the  1979  White  House  Conference  and  we 
expect  to  build  on  this  progress  at  the  Conference  this  summer. 

Mr.  Pursell.  Would  you  say  an  average  library  in  the  country 
today  is  geared  more  to  the  community  than  to  the  elementary  and 
secondary  school  system?  Can  you  differentiate  that  a  little  bit  and 
say  the  community  is  the  taxpayer,  therefor  they  get  the  benefits 
of  the  library.  It  doesn't  match  up  to  any  given  school  system,  does 
it? 

Mr.  Reid.  Public  library  services  need  to  be  networked  and  acces- 
sible from  within  the  school  system.  Of  course,  one  of  our  concerns 
is  that  school  libraries  are  in  general  very  limited  as  far  as  access 
goes,  to  the  students  and  to  the  general  public.  A  good  deal  of  your 
student  educational  materials  needs  have  to  be  met  by  the  public 
libraries,  not  by  the  school  libraries,  because  of  the  short  hours  of 
accessibility  to  school  libraries  and  the  shortage  of  funds  for  mate- 
rials. 

Independent  research,  which  is  a  very  important  part  of  lifelong 
learning  is  something  which  a  public  library  is  much  better  at 
doing,  because  it  is  open  and  has  more  available  materials. 

Mr.  Pursell.  If  a  youngster  who  has  access  to  a  computer,  even 
in  early  grades  has  access  to  fiber  optics  and  floppy  discs  they  may 
not  go  to  the  library. 

Mr.  Reid.  More  and  more  public  libraries  have  computer  access 
right  now.  We  realize  that  you  can't  successfully  take  a  child  who 
has  developed  in  an  advanced  educational  environment  and  move 
this  individual  to  a  less  advanced  environment  with  less  resources  to 
work  with. 

Mr.  Pursell.  If  you  go  into  a  school  system  that  sets  up  fiber 
optics  and  wires  every  classroom  for  technology  so  the  teacher  can 
access  information  like  most  colleges,  every  student  benefits.  All 
universities  and  colleges  are  working  off  of  computers. 

You  are  going  to  see  that  filter  down  into  the  elementary  system. 
I  know  that  in  Ann  Arbor,  every  student  in  second  grade  has 
access  to  a  computer.  They  are  a  fairly  affluent  school  district,  but 
it  seems  to  me  the  more  access  you  have  to  those  new  states  of 
technology,  the  less  the  child  is  going  to  be  going  to  the  library  or 
use  the  books  in  the  traditional  sense. 

PRESSURES  ON  PUBLIC  LIBRARIES 

Mr.  Reid.  It  is  just  the  other  way  around.  There  is  now  more 
pressure  on  the  libraries  to  provide  more  information  services. 
Take  my  particular  library  in  New  Jersey  which  had  to  get  a  back- 
up computer  for  that  exact  same  reason.  The  child  makes  the 
normal  move  from  the  school  computer  environment  to  the  public 
library,  and  expects  access  to  the  same  systems  as  do  members  of 
the  business  community  and  the  community,  in  general. 

We  have  tremendous  pressure  to  increase  our  hardware  and  soft- 
ware capabilities  in  order  to  be  able  to  respond  to  the  needs  of  the 
local  community. 

Mr.  Pursell.  We  have  five  major  National  Science  Data  Centers 
in  the  United  States.  I  have  been  out  touring  the  headquarters  at 


NSF.  It  is  a  big,  beautiful,  multi-million-dollar  structure,  loaded 
with  science  and  physics  and  state-of-the-art  technology,  where  you 
can  program  and  bring  the  human  brain  onto  the  screen  instantly. 

A  student  in  Iowa  or  Michigan  State  or  anywhere  else  can  access 
that  with  a  terminal  and  bring  it  right  on  the  screen. 

REMOTE  ACCESS 

Mr.  Reid.  This  is  exactly  what  I  talked  about  before.  This  is  edu- 
cation, particularly  in  rural  and  suburban  America.  I  think  the  public 
library's  role  is  going  to  be  to  make  sure  we  have  access  to  that  type  of 
information  at  your  local  library,  which  may  be  300  miles  remote  from 
a  university. 

Mr.  Pursell.  The  local  library  doesn't  have  the  financing  where- 
withal to  build  that  into  a  network  to  be  a  supplement  to  whatever 
the  school  system  does. 

EQUAL  OPPORTUNITY  OF  ACCESS 

Mr.  Reid.  Our  challenge  here  in  the  United  States  is  how  to  give 
equal  opportunity  of  access  to  smaller  segments  of  the  population, 
not  only  intensely-populated  areas. 

LIBRARY  USE  GOES  UP  IN  HARD  TIMES 

Mr.  Pursell.  I  think  in  my  community,  the  library  is  going  to 
get  less  and  less  use  in  the  coming  days,  from  the  students'  stand- 
point. I  sense  a  whole  new  movement  that  will  wash  over  the  exist- 
ing library  system. 

Mr.  Reid.  That  is  very  interesting  to  hear  in  these  hard  economic 
times.  In  my  County  of  Bergen  in  the  State  of  New  Jersey,  in  the 
last  year,  library  usage  has  been  up  tremendously  in  a  low  econom- 
ic environment.  Library  usage  has  increased  tremendously. 

Mr.  Pursell.  By  whom? 

Mr.  Reid.  Most  particularly  your  adult  user. 

Mr.  Pursell.  That  is  my  point.  I  am  talking  about  the  younger 
generation. 

YOUTH  LIBRARY  PROGRAMS 

i 

Mr.  Reid.  For  the  younger  generation  there  are  very  effective  j 
pre-school  programs  in  public  libraries.  I  can  tell  you  about  librar- 
ies that  understand  and  build  on  their  relationship  to  youngsters 
in  day-care  centers.  We  realize  there  have  to  be  educational  re- 
sources as  well  as — excuse  the  expression — baby-sitting  functions. 

PAPERBACK  LIBRARIES 

Mr.  Pursell.  Let  me  ask  one  more  question.  My  time  is  up. 
Some  of  us  in  our  State  legislative  days,  helped  establish  reading 
rooms  in  urban  areas  where  kids  were  not  reading.  Is  that  still  

Mr.  Reid.  That  is  still  a  major  service,  sir. 

Mr.  Pursell.  Does  that  help  kids  in  taking  an  interest?  We  used 
to  put  them  in  the  empty  classrooms  in  an  elementary  school 
where  children  were  getting  poor  scores  on  reading.  Does  that 
help?  Does  that  give  a  child  a  chance  to  look  at  reading  materials 
such  as  National  Geographic,  Popular  Mechanics  and  the  like  if 
they  were  accessible  to  a  kid  that  couldn't  go  into  a  normal  library. 
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Mr.  Reid.  That  is  why  I  said  earlier  that  there  are  no  stereotypi- 
cal libraries.  You  meet  the  needs  of  the  local  population  by  differ- 
ent means. 

Mr.  Pursell.  Do  the  libraries  promote  that  at  all? 
Mr.  Reid.  Absolutely.  It  is  a  major  service  in  the  library  today. 
Mr.  Pursell.  Are  those  targeted  into  areas  that  have  poor  read- 
ing skills? 

meeting  community  needs 

Mr.  Reid.  Of  course.  We  are  aware  of  one  library  where  circulation 
went  down  tremendously,  and  on  review  we  found  out  they  didn't  have 
the  resources  for,  in  this  case,  the  local  Spanish-speaking  population. 
They  brought  in  those  resources  in  paperback  form.  They  got  10  times 
the  circulation  the  minute  they  did  the  demographic  study,  and  were 
able  to  address  what  their  community  really  needed. 

DEVELOPING  CRITICAL  THINKING  SKILLS 

You  spoke  about  computers  and  technology.  I  don't  care  what 
you  get  out  of  a  computer,  you  still  have  to  learn  to  read,  to  devel- 
op critical  thinking  skills,  and  to  gain  information  literacy. 

Mr.  Pursell.  Mathematics,  I  am  finding  kids  use  the  computer, 
but  they  are  not  learning  the  process  of  mathematics.  You  have  to 
have  both. 

Mr.  Reid.  I  firmly  believe  unless  you  teach  that  child  at  an  early 
age  the  joy  of  reading,  as  well  as  the  value  of  reading,  and  culti- 
vate into  their  thinking  the  wonders  and  intimacy  of  a  book,  they 
will  never  begin  to  translate  what  comes  out  of  the  computer  into 
human  terms. 

Mr.  Pursell.  Thank  you,  Mr.  Chairman. 

Mr.  Early.  Mr.  Roybal? 

Mr.  Roybal.  Thank  you,  Mr.  Chairman. 

Mr.  Reid,  I  have  only  one  question.  That  is  with  regard  

Mr.  Pursell.  Mr.  Roybal,  would  you  yield  for  a  second?  I  want  to 
recognize  the  President  of  Michigan  State  University,  John  DiBiag- 
gio.  He  is  one  of  the  national  leaders  in  higher  education.  This  is 
our  committee,  John,  higher  education,  that  puts  a  little  money  in 
Michigan  State  University.  Thank  you  for  coming. 

Thank  you,  Ed. 

OMB  APPROVED  REQUEST 

Mr.  Roybal.  Mr.  Reid,  your  request  was  for  $911,000.  Is  that  the 
dollar  amount  that  you  requested  of  OMB? 

Mr.  Reid.  Yes,  this  is  the  amount  which  OMB  has  approved. 

Mr.  Roybal.  Then  OMB  approved  $911,000  at  the  time,  but  the 
authorizing  level  is  $750,000,  is  that  correct?  This  means  something 
has  to  be  done  with  the  authorizing  committee.  And  I  hope  you 
have  plans  to  do  that. 

Thank  you. 

MASSACHUSETTS  FUNDING 

Mr.  Early.  You  know — you  are  aware  of  the  crunch.  This  par- 
ticular Member  thinks  they  don't  save  any  money  by  reducing 
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their  funding  to  libraries.  I  think  libraries  spend  a  little  money  to 
save  a  whole  lot  of  money. 

In  the  State  of  Massachusetts,  we  are  having  a  terrible  problem 
with  the  local  governments  reaching  out  and  eliminating  libraries 
and  the  State  is  not  doing  much  better.  Maybe  the  role  of  your 
Commission  will  be  more  important  this  particular  year  than  it  has 
been  in  the  past. 

The  Chairman  would  have  taken  an  hour  with  questioning,  but 
he  has  laryngitis  today.  He  will  have  his  questions  submitted  for 
the  record. 

I  want  to  thank  you  and  acknowledge  your  tremendous  job. 

WHITE  HOUSE  CONFERENCE 

Mr.  Reid.  I  hope  the  Members  of  the  Committee  will  be  able  to 
observe  parts  of  the  White  House  Conference  that  will  be  held  here 
in  Washington,  July  9th  through  the  13th. 

Mr.  Early.  July  what? 

Mr.  Reid.  Ninth  through  the  13th.  If  you  have  an  opportunity, 
we  would  love  to  have  you.  We  are  planning  a  Joint  Congressional 
Hearing  at  the  Conference  hotel. 

Mr.  Early.  Thank  you  very  much. 

We  will  recess  until  2:00. 

[Questions  and  answer  for  the  record  and  the  justifications 
follow:] 
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WHITE  HOUSE  CONFERENCE 

Mr.  Natcher:    The  White  House  Conference  on  Libraries  is  scheduled  for 
this  July.     How  many  delegates  will  be  attending  from  the  States? 

Mr.  Reid:       The  States,  the  District  of  Columbia,  eight  Territories,  plus 
representatives  from  Native  American  Tribes  and  the  Federal  library 
community,  will  have  a  total  of  640  official  delegates  and  288  alternate 
delegates.    There  will  also  be  up  to  64  at-large  delegates,  plus  honorary 
delegates   and  observers. 

Mr.  Natcher:     How  were  the  delegates  selected? 

Mr.  Reid:       Most  States  and  Territories  selected  their  delegates  and 
alternates  by  election  at  State  and  Territorial  preconferences.     Other  States 
used  committees  or  a  State  official,  usually  the  Governor,  to  appoint  their 
delegates  and  alternates.     Delegates  were  selected  according  to  categories 
identified  in  the  White  House  Conference  on  Library  and  Information 
Services  (WHCLIS)  statute,  P.L.  100-382,  with  one  fourth  each  from  the 
general  public;  Federal,  State  and  local  governmental  officials;  active 
library  and  information  supporters,  including  trustees  and  friends;  and 
library    and    information  professionals. 

Mr.  Natcher:     Have  most  of  the  State  preconferences  already  been  held? 

Mr.  Reid:       All  the  State  and  Territorial  preconference  activities  have 
now  been  completed.    The  last  was  Iowa's  Governor's  Conference,  held  April 
30  -  May  2,  1991.    The  first  was  in  Illinois,  April  4-6,  1990. 


MAJOR  ISSUES 

Mr.  Natcher:  What  are  some  of  the  major  issues  which  have  been  identified 
at   these  preconferences? 

Mr.  Reid:       The  issues  can  be  consolidated  into  ten  areas:  access, 
networking,    technologies,    personnel,    national    information  policies, 
preservation,   training   of  end   users,   marketing,   services/programs,  and 
governance.     Thousands  of  public  policy  recommendations  emerged  from 
State  and  Territorial  preconference  activities.     For  example,  delegates  to  the 
September  1990  Maryland  Governor's  Conference  debated  nearly  300  issue 
statements  submitted  by  citizens,  drafted  51  resolutions  themselves,  which 
were  submitted  for  consideration  at  the  National  Conference,  and  gave 
highest  priority  to  a  resolution  calling  for  State  funding  to  bring  school 
library  collections  and  staffing  up  to  established  standards  by  1995. 


CONFERENCE  FINAL  REPORT 

Mr.  Natcher:     After  the  Conference,  what  is  the  schedule  for  issuing  a 
report  and  phasing  out  the  Conference  staff? 

Mr.  Reid:       Public  Law  100-382,  which  authorized  the  Conference,  states 
that  a  final  report  of  the  Conference  must  be  submitted  to  the  President 
"not  later  than  120  days  following  the  close  of  the  Conference."     With  the 
Conference  scheduled  July  9-13,  a  final  report  is  due  in  November. 
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Press  releases,  followup  letters,  certificates,  two  issues  of  the 
Conference   newsletter  Discovery,  and  many  other  public  information  tasks 
will  also  be  carried  out  after  the  Conference  to  maintain  the  interest  and 
momentum  created  by  the  Conference  and  to  inform  those  who  were 
unable  to  attend.     An  important  public  awareness  tool  to  be  created  after 
the  Conference  will  be  a  wrapup  video,  fashioned  from  the  tapes  of  all 
Conference  proceedings. 

After  completion  of  the  final  report,  the  WHCLIS  staff  will 
consolidate  records  for  archival  purposes,  finalize  all  financial  obligations, 
prepare  other  reports  for  the  Commission  and  the  White  House  Conference 
Advisory  Committee  Chairmen,  return  any  leased  equipment,  and 
inventory  all  remaining  equipment  and  supplies  for  transfer  to  NCLIS,  as 
required  by  law. 

Assuming  that  time  and  resources  are  available,  the 
Conference  staff  also  intends  to  prepare  for  the  Commission  a  preliminary 
public  awareness  and  implementation  plan.     We  currently  envision  that 
the  Conference  as  a  separate  operation  will  be  closed  out  by  December  31, 
1991. 

CONFERENCE  FUNDING 

Mr.  Natcher:     Will  the  Conference  need  funding  in  1992? 

Mr.  Reid:       In  order  to  assure  the  implementation  of  Conference 
recommendations,  the  Conference  will  need  funding  in  1992  and  could 
justify  an  appropriation  for  1992  to  prepare  the  final  report,  draft  plans 
for  public  awareness  and  implementation,  and  carry  out  many  other  tasks, 
a  few  of  which  have  been  mentioned.      However,    plans  have  not  been  made 
to  seek  a  separate  appropriation  in  1992. 

Mr.  Natcher:     Will  funds  already  appropriated  be  available  in  1992? 

Mr.  Reid:       The  Conference  Advisory  Committee  and  staff  have  developed 
plans  and  budgets  that  allow  some  appropriated  funds  from  1989  and  1990  to 
be  used  to  support  operation  of  Conference  report-writing  and  other 
followup   activities  through  December  1991. 

Mr.  Natcher:     Who  is  responsible  for  auditing  the  Conference  expenditures 
and  disposition  of  assets  after  the  Conference  staff  is  completely  phased 
out? 

Mr.  Reid:       The  National  Commission  on  Libraries  and  Information 
Science  will  be  responsible  for  seeing  that  White  House  Conference 
expenditures  are  audited,  as  they  have  been  for  the  past  two  years,  by  an 
outside,  private  auditing  firm.     By  law,     materials  and  equipment  acquired 
by  the  Conference  will  revert  to  the  Commission  after  the  close  of  the 
Conference. 

Mr.  Natcher:     For  the  total  funding  appropriated  for  the  White  House 
Conference,  provide  a  breakdown  of  the  major  items. 

Mr.  Reid:       Please  see  the  chart  provided  at  the  end  of  this  section  of  the 
hearing  record. 
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NCLIS'  RESPONSIBILITIES  AFTER  THE  CONFERENCE 

Mr.  Natcher:  What  are  the  Commission's  responsibilities  with  respect  to  the 
findings  of  the  Conference? 

Mr.  Reid:  The  U.S.  National  Commission  on  Libraries  and  Information 

Science  is  responsible  for  assuring  that  the  Nation  is  able  to  capitalize  on 
the  investment  that  we  have  made  in  the  Conference.    The  Commission  will 
translate  its  statutory  mandate  to  advise  the  President  and  the  Congress  and 
to  conduct  studies,  surveys,  analyses,  and  research,  into  a  work  plan  which 
integrates  the  Conference  recommendations  with  the  Commission's  other 
ongoing  programs. 

The  first  elements  of  this  work  plan  will  be  the  process  for  the 
Commission  described  in  the  following  steps: 

•  Receipt  of  the  final  report  from  the  Conference  staff; 

•  Transmittal  of  the  report  to  the  President  and  the  Congress; 

•  Review  and  evaluation  of  the  recommendations; 

•  Assignment  of  priorities; 

•  Review  and  assessment  of  recommended  action; 

•  Definition  and  development  of  implementation  plans; 

•  Execution  of  plans  with  continued  monitoring  of  the  expected 

improvements. 

As  a  result  of  this  work,  specific  policy  recommendations  will 
be  formulated,  in  consultation  with  a  full  array  of  constituent  communities, 
for  Executive  and  Legislative  consideration.     Progress  on  the  Conference 
recommendations  will  require  frequent  and  continuous  contact  with  users 
and  providers  of  library  and  information  services,  governmental 
authorities  at  all  levels,  professional  associations,  and  other  individual  and 
group   stakeholders  concerned  with  the  continued  further  improvement  of 
library  and  information  services  to  the  Nation. 


1979  WHITE  HOUSE  CONFERENCE  IMPLEMENTATION 

Mr.  Natcher:    Can  you  give  the  Committee  some  examples  of  how  the 
Commission  took  a  leadership  role  in  implementing  some  of  the  69 
resolutions  which  were  passed  at  the  last  White  House  Conference  on 
Libraries? 

Mr.  Reid:       One  example  is  that,  in  response  to  the  Conference  resolutions 
in  the  theme  of  "Meeting  Personal  Needs",  the  Commission  in  early  1980 
established  a  Task  Force  on  Community  Information  and  Referral  Services 
to  define  appropriate  roles  for  libraries  in  providing  those  services.  The 
Task  Force's  report,  published  in  1983,     resulted  in  Commission  staff 
working  with  the  Community  Information  Section  of  the  Public  Library 
Association,  which  subsequently  used  the  report  as  a  planning  guide  for 
work  in  this  area.    The  Task  Force's  work  also  bore  fruit  in  the  1984 
reauthorization  of  the  Library  Services  and  Construction  Act  (LSCA),  when 
support  for  community  information  and  referral  services  was  added  as  a 
specific  use  of  Title  I  funds. 

A  second  example  of  NCLIS  leadership  in  implementing  WHCLIS  I 
recommendations  is  the  Commission's  decision  to  explore  library  and 
information  services  to  cultural  minorities.     A  Commission  task  force's 
work  resulted  in  42  recommendations  for  improving  service  to  cultural  and 
ethnic  minorities,   ranging  from  development  of  collections  of  bilingual 
and  foreign  language  materials  to  recruitment  of  minorities  to  the 
library/information  profession.      Work  on   the  recommendations   was  taken 


450 


up  by  the  American  Library  Association.     Effects  of  this  Commission 
group's  work  was  also  seen  in  revisions  of  the  LSCA  such  as  those 
specifically  to  include  services  to  Native  Americans  and  purchase  of 
foreign    language  materials. 

Other  examples  include  the  Commission's  work  with  the  authorizing 
committees  in  Congress  to  include  parts  of  22  of  the  64  resolutions  in  the 
reauthorization  of  LSCA;  our  work  on  the  role  of  the  special  library  in 
nationwide  networks;  and  the  Commission's  study,  in  cooperation  with  the 
Library  of  Congress,  of  Federal,  State  and  local  governmental  library 
resources  and  services  around  the  United  States.    The  study  and  the 
encouragement  of  networks   and   resource-sharing  had  their  effects  in 
appropriate  language  being  added  to  the  Higher  Education  Act  as  well  as 
the  LSCA  and  also  in  related  language  for  library  adaptation  and  use  of  new 
computer  technology.     These  earlier  efforts  also  form  the  backdrop  for  the 
inclusion  of  libraries  in  planning  for  current  initiatives  like  the  National 
Research  and  Education  Network. 

A  final  example  is  the  1979  Conference's  recommendations  relating 
to  national  information  policy,  access  to  information,  and  access  to  public 
agency  information.  The  Commission  developed,  adopted,  published  in  the 
Federal  Register,  and  disseminated  its  Principles  of  Public  Information  in 
1990.  These  Principles  set  forth  standards  emanating  from  the  basic 
assertion  that  public  information  is  information  owned  by  the  people  and 
held  in  trust  by  their  government. 


PUBLICATIONS  OF  THE  COMMISSION 

Mr.  Natcher:     Other  than  the  Conference  report,  what  other  papers  or 
reports  does  the  Commission  plan  to  issue  for  the  remainder  of  this  year 
and  in  1992? 

Mr.  Reid:        First,  the  Commission  expects  to  issue  a  special  annual  report 
for  FY  1991,  both  to  commemorate  its  twentieth  anniversary  and  to  mark 
the  second  White  House  Conference  on  Library  and  Information  Services. 
Second,  the  Commission  now  has  a  draft  of  a  Strategic  Plan  for  the 
Development  of  Library  and  Information  Services  to  Native  Americans. 
The  draft  has  been  distributed  for  review  and  comment,  and  the  final  plan 
will  be  published  later  this  year.  In  addition,  soon  we  will  have  a  reprint  of 
an  extremely  popular  report  issued  in  1990:    the  proceedings  of  the  NCLIS- 
sponsored  symposium  on  information  literacy,  titled  Information  Literacy 
and  Education  for  the  21st  Century:    Toward  an  Agenda  for  Action.  The 
Commission  also  hopes  in  1992  to  publish  analyses  of  selected  data  collected 
under  the  cooperative  Library  Statistics  Program. 

If  funds  permit,  the  Commission  intends  to  reprint,  or  publish 
for  the  first  time,  other  reports  done  in  prior  years  that  continue  to  be  in 
demand.     Some  of  these  publications  relate  to  the  Commission's  recent  work 
in  the  field  of  public  information  policy.  They  may  include  a  reprint  of  the 
1976  seminal  report,  National  Information    Policy:  publication  of  the 
proceedings  of  the  July  1989  hearing  on  the  Office  of  Technology 
Assessment's   report,   Informing  the  Nation:      Federal  Information 
Dissemination  in  an  Electronic  Age:  publication  of  the  proceedings  of  the 
October  1989  hearing  on  Technology  and  Proprietary  Rights,  Technology 
and  Public  Access  to  Information,  and  Identification  of  Information  Policy 
Issues;  and  publication  of  the  proceedings  of  the  April  1990  hearing  on  the 
Commission's  draft  Principles  of  Public  Information. 


451 


HIGHER  EDUCATION  ACT  REAUTHORIZATION 

Mr.  Natcher:  What  role  will  the  Commission  play  in  the  reauthorization  of 
the  Higher  Education  Act? 

Mr.  Reid:       The  Commission  is  providing  comments  on  drafts  of 
reauthorization  bills  that  are  coordinated  through  OMB's  Legislative 
Reference  Division.     From  February  through  April  1991,  the  Commission 
received  five  different  drafts  on  which  to  comment.    NCLIS  expects  to 
continue  this  type  of  exchange  with  OMB  as  the  HEA  reauthorization 
proceeds. 

In  addition,  the  Commission  anticipates  that  specific  WHCLIS 
resolutions  will  address  issues  and  programs  related  to  HEA  reauthorization 
concerns.     These  recommendations  may  well  provide  opportunity  for  NCLIS 
to  supply  Congress  with  comments  critical  to  HEA. 


COMMISSION  MEMBERSHIP  AND  MEETINGS 

Mr.  Natcher:  Do  you  currently  have  a  full  complement  of  15  Commission 
members? 

Mr.  Reid:        As  of  the  end  of  April  1991,  the  Commission  had  ten  current 
Commissioners,  and  a  new  Commissioner  has  just  been  nominated  by  the 
President.    The  White  House  has  notified  us  to  expect  soon  nominations  or 
renominations  for  two  other  seats,  and  we  hope  that  by  July  all  fourteen 
slots  for  Presidential  appointees  will  be  filled.    The  Librarian  of  Congress 
serves  ex  officio  as  the  fifteenth  Commissioner. 

Mr.  Natcher:    How  often  does  the  Commission  meet? 

Mr.  Reid:        As  a  rule,  the  Commission  has  met  four  times  a  year.    It  is 
noteworthy  that  meetings  in  January  1989,  March  1990  and  October  1990 
were  also  combined  with  regional  hearings  on  library  and  information 
services  to  Native  Americans  and  were  held  in  New  Mexico,  Florida,  and 
Connecticut,  respectively. 

Mr.  Natcher:     What  percentage  of  the  Members  normally  attend? 

Mr.  Reid:  The  Commission  has  had  85%  of  its  seated  Members  in  attendance 
at  each  of  the  meetings  held  over  the  past  two  fiscal  years. 


FUTURE  OF  PUBLIC  LIBRARIES 

Mr.  Natcher:     What  are  the  Commission's  concerns  regarding  the  future  of 
public  libraries? 

Mr.  Reid:      The  broad  concern  of  the  Commission  for  the  future  of  public 
libraries  is  that  these  vital  community  resources  receive  consistent  support 
to  enable  them  to  meet  the  great  variety  of  needs  and  the  changing 
informational,  educational,  and  cultural  needs  of  the  full  range  of  people 
represented  in  their  communities.     In  order  to  do  this,  public  libraries  need 
a  wide  diversity  of  books,  periodicals,  and  other  informational,  technical, 
and  educational  resources,  plus  the  trained  library  staff  and  service  hours 
to  provide  the  library   and  information  services  required. 
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These  needs  require  consistent  finanical  support  from  the 
local  and  State  levels,  plus  the  added  incentive  and  equalization  element  of 
Federal  support.     Direct  aid  needs  to  be  supplemented  by  aid  which 
generates  other  collective  services  that  cannot  be  supported  at  the  local 
level. 

The  Commission  is  also  concerned  that  all  of  the  people  of  the 
U.S.  in  urban,  suburban,  and  rural  areas  have  public  library  services 
accessible.     Some  communities  have  no  service  available  at  all;  other 
millions  of  people  have  limited,  minimal  public  library  service  or 
inadequate  service. 

At  the  same  time  that  these  deficiencies  in  public  library 
services  need  to  be  addressed,  it  is  important  for  public  libraries  to  meet  the 
challenges  and  opportunities  for  change  presented  by  the  many  new 
electronic  and  network  technologies  that  can  improve     access  to  the  range 
of  information  needed  by  public  library  users.     The  libraries  must  be 
equipped  and  interconnected  to  serve  as     electronic  gateways  to  vast 
amounts  of  information,  more  and  more  of  which  will  be  available  in 
electronic   form  only. 


PUBLIC  LIBRARIES  AND  LITERACY 

Mr.  Natcher:  The  President  has  proposed  focusing  the  Department  of 
Education's  library  programs  on  the  area  of  literacy.  Is  this  the  best 
investment  of  Federal  dollars  in  public  libraries? 

Mr.  Reid:     Focusing  the  Department  of  Education's  library  programs  on 
adult  literacy  is  undoubtedly  a  valid  and  valuable  investment  of  Federal 
dollars  in  public  libraries,  as  has  been  evidenced  by  the  strong  competition 
for  literacy  grants  under  Title  VI  of  the  Library  Services  and  Construction 
Act  (LSCA).     A  question  that  has  arisen  in  the  library  community  over  this 
focus  on  literacy  is  whether  it  is  appropriate  to  target  the  Title  I  LSCA  funds 
solely  for  literacy.    Title  I,  since  1956,  has  been  the  general  title  for 
supporting  public  library  services  and,  within  the  guidelines  of  the  statute 
and  regulations,  the  States  and  localities  have  been  able  to  use  the  Title  I 
funds  to  meet  specific  local  needs. 

Mr.  Natcher:     Have  rural  and  public  libraries  been  able  to  maintain 
outreach  efforts  for  literacy  training  despite  the  funding  cutbacks  at  State 
and  local  levels? 

Mr.  Reid:       Many  libraries  have  been  able  to  maintain  literacy  efforts 
because  of  significant  increases  in  the  Public  Library  Literacy  Program 
under  Title  VI  of  the  Library  Services  and  Construction  Act  of  1956,  as 
amended.    In  fiscal  years  1988  and  1989,  $4.7  million  was  allocated  annually 
in  support  of  almost  450  literacy  projects.    In  fiscal  years  1990  and  1991,  the 
current  period  of  cutbacks  in  state  and  local  funds,  the  LSCA  VI 
appropriations  were  increased,  respectively,  to  $5,365  million  and  $8,163 
million  for  over  500  literacy  projects  across  the  nation. 


LIBRARY  AND  INFORMATION  SERVICES  TO  NATIVE  AMERICANS 

Mr.  Natcher:     What  problems  and  potential  solutions  have  been  identified 
by  the  Task  Force  on  Library  and  Information  Services  to  Native 
Americans? 
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Mr.  Reid:       The  Task  Force,  established  by  the  Commission  in  1989,  has 
identified  the  following  deficiencies  as  ones  which  have  remained  constant 
throughout  the  decade  of  the  80's: 

Lack  of  sufficient  numbers  of  professionally  trained  Native  American 
librarians; 

•  Insufficient  print  and  nonprint  library  resources; 

•  Lack  of  availability  of  and  access  to  a  central  library  facility  with 

adequate   furniture   and  equipment; 

•  Lack  of  availability  of  a  national  resource  center  to  provide  technical 

assistance,  leadership   and  cooperative  activities. 

•  Lack  of  stable  funding  bases  on  which  to  build  ongoing  library  services. 

To  help  solve  these  problems,  the  Task  Force  has  been  directly 
involved  in  fostering  the  development  of  a  long-range  plan  for  Native 
American  library  and  information  services  in  the  U.S.     The  Commission 
issued  the  plan  in  draft  form  in  February  1991,  and  it  is  now  being  refined 
with  input  from  Tribal  leaders.    It  is  expected  that  this  publication  will 
serve  as  the  foundation  for  future  improvements  among  Native  American 
Tribes  and  Villages  in  the  next  decade. 

The  Task  Force  was  also  directly  involved  in  the  planning  and 
implementation  of  the  second  pre-White  House  Conference  for  Native 
American  Library   and  Information  Services,  held  Feburary  28  through 
March  3,  1991.     From  this  pre-Conference  came  an  official  endorsement  of 
the  draft  long-range  plan  as  well  as  a  number  of  resolutions  which  will  be 
considered  at  the  White  House  Conference  itself  in  July  1991.  These 
resolutions,  if  adopted  and  eventually  implemented,  will  go  far  to  improve 
the  current  condition  of  Tribal  libraries  throughout  the  Nation. 


PERMANENT  PAPER 

Mr.  Natcher:     Has  there  been  a  significant  increase  in  the  number  of 
publishers  using  permanent  paper  to  ensure  the  preservation  of 
collections? 

Mr.  Reid:       There  has  been  a  significant  increase  in  the  use  of  permanent 
paper.    In  May  1989  Lawrence  Hughes,  then  Chairman  of  the  Association  of 
American  Publishers,  testified  at  a  House  hearing  that  the  publishing 
industry  seems  to  be  "well  on  the  way  to  using  acid-free  paper  all  the  time 
on  all  hard  cover  and  quality  paperbacks." 

Major  support  for  this  trend  was  provided  by  the  1990  passage 
by  Congress  of  P.L.  101-423,    making  it  national  policy  that  "Federal 
Records,  books  and  publications  of  enduring  value  be  produced  on  acid  free 
permanent  papers."       In  the  same  law,  the  Congress  urgently  recommended 
that  "American  publishers  and  State  and  local  governments  use  acid-free 
permanent  papers  for  publications  of  enduring  value  in  voluntary 
compliance  with  the  American  National  Standard.  .  ." 

In  April  1991,  as  Commission  Chairman,  I  wrote  to  all 
Governors  and  all  State  Librarians  urging  them  to  use  alkaline  papers  for 
State  publications.     I  requested  that  the  Governors  report  progress  in  this 
area  to  me  for  inclusion  in  a  Commission  report  to  the  Congress  and  the 
President  that  will  indicate  the  current  State-level  implementation  of  the 
permanent   paper  policy. 
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INTELLECTUAL  PROPERTY  OWNERSHIP 

Mr.  Natcher:     What  are  the  main  concerns  of  writers  and  publishers  when 
it  comes  to  ownership  of  intellectual  property  in  an  electronic  network 
environment? 

Mr.  Reid:       Writers,  authors,  scholars,  and  publishers  are  concerned 
about  the  impact  of  electronic  information  and  network  technologies  on 
the  traditional  systems  for  publication  and  distribution  of  printed 
information.     These  concerns  address  the  economic,  technical,  and  legal 
bases  of  our  national  information  policies.     In  the  traditional  system, 
intellectual  property  owners  (publishers  and  authors)   are  compensated  by 
users  of  creative  works.     In  addition,  owners  of  intellectual  property  are 
protected  from  infringement  by  Federal  statutes  providing  a  limited 
monopoly. 

The  balance  between  ownership  and  access  to  intellectual 
property  needs  to  be  maintained  in  the  electronic  network  environment. 
This  balance  involves  weighing  the  protection   and  incentives  legally 
granted  to  authors  and  publishers  of  copyrighted  works  against  the  public 
demand  for  widely  accessible,  fast,  inexpensive,  and  comprehensive 
dissemination  of  expressed  ideas  in  published  works. 

Emerging   electronic   network   technology   offers   authors  and 
publishers   the  opportunity   to  distribute  creative  knowledge 
representations   in   computer   readable   form   through   digital  communication 
networks  that  can  be  widely  accessed  online.     These  new  electronic 
"publications"   have  different  characteristics  from  printed  works.  They 
may  contain  information  in  a  variety  of  forms,  including  video,  motion, 
color  images,  sound,  text,  large  experimental  data  sets,  or  software.  They 
can  change  over  time  and  evolve,  containing  annotations  by  the  original 
author  or  others,  or  references  to  later  articles  that  advanced  or  stemmed 
from  the  original  work. 

Mr.  Natcher:      What  can  be  done  to  protect  their  rights? 

Mr.  Reid:       Protecting  the  rights  of  authors  and  publishers  in  an 
electronic   network   environment   requires   the   careful   examination   of  the 
nature  of  the  changes  occurring  as  the  publishing  industry  advances 
toward  electronic  network  distribution.     Changes  affecting  format, 
ownership  protection,   and  compensation  require  development  of  new 
models  that  address  both  the  access  needs  of  users  as  well  as  economic 
incentives   that   authors   and   publishers  require. 

The  process  for  developing,  articulating,  and  refining  new 
models  for  electronic  exchange  of  networked  information  should  include  a 
careful  review  of  existing  copyright  provisions,  especially  those  related  to 
the  educational  or  "fair  use"  provisions  of  the  Federal  Copyright  Statute, 
collective   financial   and   administrative   mechanisms   for  balancing  rights 
and  collecting  user  fees  paid  indirectly  to  property  owners,  and  finally, 
review   of  multi-sector  organizational   structures,   including   those  which 
are  analogous  to  the  Corporation  for  Public  Broadcasting,  which  might 
provide   incentive   for  network   publishing   and   authoring   while  providing 
for  widely  available  access. 

INFORMATION  NEEDS  IN  THE  21ST  CENTURY 

Mr.  Natcher:  What  do  you  see  as  the  Nation's  information  needs  in  the  21st 
century? 
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Mr.  Rcid:       The  Nation's  information  needs  in  the  21st  century  are  tied  to 
the  evolving  national  communications  infrastructure.     The  value  of 
information  as  a  strategic  resource  to  society  will  change  the  nature  of  the 
public's  demand  for  information  resources  in  a  wide  range  of  formats. 
Today,  the  volume  and  variety  of  information  continue  to  grow  at  a  rate 
exceeding   our   institutional   management  capability. 

To  succeed  in  the  competitive  global  marketplace  of  the  21st 
century,  the  Nation  requires  a  redefinition  of  information  access  and 
information   literacy   to   incorporate   interactive   electronic  communications 
and  to  include  the  ability  to  evaluate,  filter,  and  interpret  information  from 
a  wide  range  of  resources.     Current  mechanisms  for  measuring  and 
evaluating  information  resources  and  access  are  inadequate  for  projecting 
information  needs  for  the  next  decade,  much  less  for  the  next  century. 
Trends   toward  integration   and   interdependency   of  information  resources 
and  access  are  posing  fundamental  questions  about  the  nature  of  the 
information  institution  of  the  21st  century  which  will  satisfy  the 
information  needs  of  citizens.     The  Commission  recognizes  these  trends  and 
is  concentrating  on  developing  methods   for  measuring  and  evaluating 
library   and   information   resources   in   quantitative  terms. 

The  information  needs  of  the  U.S.  citizen  of  the  year  2050  are 
likely  to  be  conditioned  more  by  the  availability  of  information  resources 
than  by  the  amount  and  variety  of  information  in  existence.    We  face  the 
possibility   that   private   information   will   increasingly   become  unavailable 
in  non-published  sources.     Our  democratic  way  of  government  is 
challenged  by  the  complexity  of  the  problems  confronting  the  individual, 
the  society,  and  the  Nation  in  the  future.    The  success  of  future  generations 
depends  on  each  citizen's  ability  to  develop  highly  advanced  skills  in 
locating,  using,  interpreting,   and  applying  critical  information  from  a 
wide  diversity  of  resources  to  problems,  the  complexity  of  which  can  only 
begin  to  be  imagined. 

COMMISSION'S  BUDGET  AND  STAFF 

Mr.  Natcher:       Provide  a  table  which  details  your  original  budget  request 
and  revised  plan  by  object  class  for  1990  and  1991. 

Mr.  Reid:       Please  see  the  chart  provided  at  the  end  of  this  section  of  the 
hearing  record. 

Mr.  Natcher:    List  number  of  detailees,  purpose,  and  host  agencies,  1987  - 
1991. 

Mr.  Reid:       The  Commission  had  no  detailees  in  1987  or  1988,  but  began  to 
obtain  detailees  from  other  Federal  agencies  in  1989  to  help  plan  for  and 
carry  out  the  second  White  House  Conference  on  Library  and  Information 
Services  (WHCLIS)  and  to  accomplish  other  NCLIS  program  tasks  as  well. 
Following  is  a  list  of  the  detailees'  agencies,  their  periods  of  work  with 
NCLIS,  and  their  duties: 

Department  of  Agriculture,  April  1989  through  August  1990,  to  help  with 
setting  up  the  organizations  and  mechanisms  to  bring  about  the 
White    House    Conference  (non-reimbursable); 
•    Department  of  Education,  August  1989  through  August  1991,  to  assist  with 
States'  and  Territories'  activities  preceding  the  White  House 
Conference,  and  to  aid  the  Commission  with  hearings  on  library  and 
information  services  to  Native  Americans,  with  pursuing  the 
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Commission's  activity  in  information  literacy,  and  with  other  tasks 
(non-reimbursable); 

•  Department  of  Education,  March  through  July  1990,  to  assist  with 

hearings  on  library  and  information  services  to  Native  Americans 
(non-reimbursable); 

•  Government  Printing  Office,  August  1990  to  date,  to  oversee  the  White 

House  Conference  budget  and  other  administrative  matters  (non- 
reimbursable); 

•  Department  of  Interior,  December  1990  through  March  1991,  to  draft  a 

strategic  long-range  plan  for  library  and  information  services  to 
Native    Americans  (non-reimbursable); 

•  Library  of  Congress,  March  1991  through  July  1991,  working  on 

information  systems  supporting  the  White  House  Conference 
(partially  reimbursable). 


EFFECTS  OF  REDUCED  STAFFING  LEVEL 

Mr.  Natcher:  What  work  is  not  being  done  in  1991  due  to  a  reduced  staffing 
level? 

Mr.  Reid:        The  highest  priority  programs  this  year  are  preparation  for 
the  White  House  Conference;  advice  to  the  President  and  the  Congress  on 
proposed  or  pending  legislation;  continued  development  of  the  cooperative 
library  statistics  program  with  the  States  and  the  National  Center  for 
Education  Statistics;  publicizing  and  disseminating  the  Principles  of  Public 
Information,  developed  and  adopted  in  1990;  and  continuation  of  hearings 
and  other  investigation  into  the  status  of  library  and  information  services 
to  Native  Americans.     Even  these  priority  programs  could  benefit  from  full 
staffing  levels.     For  instance,  the  Commission  could  be  working  with 
individual  Federal  agencies  to  formulate  and  customize  information  policies 
and  procedures  that  are  based  on  the  Principles,  but  lack  of  staff  has 
limited   this  initiative. 

Other  program  activity  is  proceeding  at  a  reduced  level  as 
well.     An  example  is  in  the  area  of  information  literacy.     One  detailee  and 
one  Commissioner  have  remained  active  with  the  National  Forum  on 
Information  Literacy,  but  the  Commission  is  not  able  to  pursue 
concentrated  efforts  at  this  time  to  continue  the  work  identified  in  the  1989 
symposium  on  information  literacy.     Another  example  is  special 
cooperative  work  with  other  Federal  agencies   serving  special  populations 
like  the  aging.     The  Commission  has  memoranda  of  agreement  in  effect 
with  ACTION  and  the  Administration  on  Aging,  but  cannot  devote 
substantial  staff  time  to  expanding  its  role  in  the  cooperative  effort. 

Some  work  cannot  be  done  at  all  because  the  Commission  in 
1991  only  has  1.5  FTE  research  associates,  who  are  primary  program 
officers.     One  example  of  work  that  cannot  be  pursued  or  resumed  is 
followup  with  the  United  Kingdom  and  Canada  on  the  goals  of  the  1987 
Glenerin  Declaration  focusing  on  the  changing  role  of  information  in  the 
economy.     Also,  work  with  the  U.S./U.S.S.R.  program  on  library  and 
information  services  to  rural  populations  has  been  deferred. 


COOPERATION  WITH  NATIONAL  CENTER  FOR  EDUCATION  STATISTICS 

Mr.  Natcher:     The  National  Center  for  Education  Statistics  provided  you 
$457,000  in  1990  and  $100,000  in  1991.    How  was  this  funding  used?    Why  was 
this  phased  out? 
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Mr.  Reid:       The  $100,000  from  NCES  to  NCLIS  in  1991  for  the  Library 
Statistics  Program  was  the  initial  amount  of  a  substantially  larger  sum.  The 
total  amount  transferred  under  a  memorandum  of  understanding  (MOU)  for 
1991  is  $639,000.    Therefore,  the  program  is  not  being  phased  out,  but  is 
actually  growing. 

The  MOU  calls  for  not  only  the  continuing  annual  National 
Collection  of  Public  Library  Data,  but  also  includes: 

•  Development  of  a  State  library  survey; 

•  Further  development  and  improvement  of  the  biennial  collection  of 

academic  library  data; 

•  Continuation  of  the  school  library  media  center  survey; 

•  Planning  and  holding  the  first  meeting  for  an  interdisciplinary 

Library  Statistics  Forum  to  examine  the  type  of  questions  which 
require  data  to  support  policy  formulation. 


COOPERATION  WITH  STATE  DEPARTMENT 

Mr.  Natcher:  In  1990,  the  State  Department  provided  $182,000.  How  was  this 
used? 

Mr.  Reid:      Although  the  United  States  is  not  currently  a  member  of  the 
United  Nations  Educational,  Scientific  and  Cultural  Organization  (UNESCO), 
the  U.S.  Government  continues  to  support  international  activities  of 
particular  importance  to  the  United  States  that  are  or  were  previously 
supported  by  UNESCO.    In  FY  1990  NCLIS  continued  to  monitor  and 
coordinate  proposals  submitted  to  the  Department  of  State  for  International 
Conventions  and  Scientific  Organizations  Contributions  (ICSOC). 

The  State  Department  provided  $182,000  in  FY  1990  to  support 
eight   international    information,   library   and   archival   activities  ranging 
from  the  International  Federation  for  Documentation,  to  continue  to  allow 
U.S.   representation  in  this  international   information   organization;   to  the 
International  Federation  of  Library  Associations  and  Institutions  (IFLA),  to 
continue  and  expand  activities  in  its  core  programs  of  Universal 
Availability  of  Publications  and  Universal  Data  Flow  and 
Telecommunications. 


OFFICE  RENT 

Mr.  Natcher:    Rent    increases  32%  in  1992.    Is  this  all  for  a  GSA  rate 
increase,  or  are  you  expanding  your  space? 

Mr.  Reid:        The  projected  increase  in  rent  is  partly  because  of  rate 
increases  and  partly  because  of  the  request  for  additional  staff  who  would 
need  more  space.    In  May  1990  GSA  notified  the  Commission  to  plan  for  a 
rental  market  rate  for  FY  1992  of  $30.00  to  $35.00  per  square  foot.  The 
Commission  currently  pays  about  $26.00  per  square  foot,  and  that  rate  may 
increase  as  early  as  this  summer  after  GSA  renegotiates  the  present  lease. 
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White    House    Conference    on  Library 
and     Information  Services 
Budget    (in  thousands) 


1989 

1990 

1991 

1992 

total 

Ppr^nnnpl     Pom  n 

195 

626 

142 

969 

34 

99 

26 

159 

Travel,  Transport. 

30 

69 

1,053 

6 

1,158 

Rent,  Comm.,  Misc. 

13 

75 

207 

26 

321 

Printing,  Repro. 

1 

37 

114 

98 

250 

Other  Services 

95 

363 

324 

41 

823 

Supplies,  Materials 

5 

32 

30 

4 

71 

Equipment 

23 

50 

20 

93 

Payments  to  States 

1,575 

24 

18 

1,617 

TOTALS 

1,748 

879 

2,491 

343 

5,461 

NOTE:  Yearly  totals  are  the  amounts  actually  budgeted  and  expended/ 
to  be  expended  in  each  year,  rather  than  the  yearly  appropriation. 
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U.S.    National    Commission    on  Libraries 
and    Information  Science 
Budget    (in  thousands) 


1990 

Budget 

Request 


Personnel    Comp.  500 

Personnel    Benefits  58 

Travel,   Transport.  65 

Rent,  Comm.,  Misc.  93 

Printing,    Repro.  15 

Other   Services  18 

Supplies,   Materials  20 

Equipment  1 

TOTALS  770 


1990  1991  1991 

Revised  Budget  Rev. 

Plan  Request  Plan 

392  486  378 

68                74  68 

81                 50  76 

99                92  104 

9                  5  18 

75                 52  82 

16                 18  6 

♦740  777  732 


♦as  of  1/91;  appropriation  was  750 
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NATIONAL  COMMISSION  ON  LIBRARIES 
AND  INFORMATION  SCIENCE 

Appropriation  Justification 

Fiscal  Year  1992 

Salaries  and  Expenses 


For  necessary  expenses  for  the  National  Commission  on  Libraries  and 
Information  Science,  established  by  the  Act  of  July  20,  1970  (Public 
Law  91-345),  [$750,000]  $911,000.  (Departments  of  Labor,  Health 
and  Human  Services,  and  Education,  and  Related  Agencies 
Appropriations  Act,  1991.) 


4  February  1991 
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Fiscal  Year  1992  Salaries  and  Expenses 
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NATIONAL  COMMISSION  ON  LIBRARIES  AND  INFORMATION  SCIENCE 


Salaries  and  Expenses 


1991 


1992 


Budget  Authority:  $732,000* 
Positions:  12 


Budget  Authority:  $911,000 
Positions:  12 


*Reflects  reduction  of  2.41%  pursuant  to  P.L.  101-517. 


PURPOSE 

The  National  Commission  on  Libraries  and  Information  Science  (NCLIS)  is  a 
permanent,  independent  agency  in  the  Executive  Branch.     NCLIS  is  mandated 
under  Public  Law  91-345  to  advise  Congress  and  the  President  on  matters  of 
national  policy  related  to  library  and  information  services  adequate  to  meet 
the  needs  of  the  people  of  the  United  States..    The  Commission  meets  this 
statutory  mandate    by     1)  conducting  studies,    2)  reviewing  policy  and 
legislation,    3)  working  with  Federal,  state  and  local  agencies,  and    4)  holding 
hearings  to  provide  the  foundation  for  policy  decisions. 

The  Administration  requests  $911,000  to  finance  the  Commission's  activities  in 
FY  1992.    In  addition  to  allowing  NCLIS  to  continue  its  ongoing  programs,  the 
request  will  enable  the  Commission  to  take  the  lead  in  assuring 
implementation  of  the  recommendations  from  the  White  House  Conference  on 
Library   and   Information  Services. 

Legislation  to  amend  the  basic  NCLIS  statute  will  be  introduced.    One  of  the 
proposed  amendments  would  replace  the  current  authorization  of 
appropriations,  which  has  remain  unchanged  since  1970,  with  language  that 
conforms  to  this  budget  request. 
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The  1992  fiscal  year  provides  the  Commission  unusual  opportunities  and 
challenges:     a  White  House  Conference  on  Library  and  Information  Services 
(WHCLIS)  will  have  taken  place  in  July  1991.    Public  Law  100-382  authorizes 
this  Conference  and  provides  that  it  shall  be  planned  and  conducted  under  the 
direction  of  the  National  Commission  on  Libraries  and  Information  Science. 
The  Conferences's  purpose,    set  forth  in  Section  2(a)  of  the  law,  "shall  be  to 
develop  recommendations  for  the  further  improvement  of  the  library  and 
information  services  of  the  Nation  and  their  use  by  the  public." 

The  Conference's  three  broad  themes  are  Library  and  Information  Services 
for  Literacy,  for  Democracy,  and  for  Productivity.    An  important  link  for  those 
themes  is  their  presence  in  the  "National  Goals  for  Education"  issued  by  the 
White  House  on  February  26,  1990.    Goal  5  states,  "By  the  year  2000,  every  adull 
American  will  be  literate  and  will  possess  the  knowledge  and  skills  necessary 
to  compete  in  a  global  economy  and  exercise  the  rights  and  responsibilities  of 
citizenship."     The  critical  role  of  libraries  and  information  services  in 
fulfillment  of  this  goal,  as  well  as  the  other  national  education  goals,  will  be  an 
important  outcome  of  the  WHCLIS,  which  will  affect  the  Nation's  ability  to 
achieve  the  goals  for  education  in  the  next  decade. 

The  Conference's  recommendations  will  form  NCLIS's  agenda  for  the  1990's,  so 
the  Commission  must  have  the  resources  to  initiate  action  on  the  recommenda- 
tions.   That  state  of  readiness  is  the  basis  for  the  appropriation  justification. 

FY  1990  and  1991  PROGRAMS,  OBJECTIVES  AND  ACCOMPLISHMENTS 

NCLIS  programs  for  fiscal  years  1990  and  1991  concentrate  on  four  major 
programmatic  objectives,  in  the  achievement  of  which  ongoing  resource 
commitments  have  already  been  made. 

1.  WHITE  HOUSE  CONFERENCE  ON  LIBRARY  AND  INFORMATION  SERVICES 

As  July  1991  nears,  the  Commissioners  and  NCLIS  staff  devote  increased  time  to 
work  with  the  Conference  staff  and  Advisory  Committee  to    assure  that  the 
Conference  process  and  the  State  and  National  events     are  inclusive  of  all 
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constituent  groups  of  users  and  producers  of  library  and  information  services, 

responsive  to  constituent  concerns,  efficiently  and  effectively  managed,  and 

in  compliance  with  all  applicable  Federal  laws  and  regulations.  This 
commitment  of  NCLIS  staff  and  resources  to  the  WHCLIS  effort  is  consistent 

with  P.L.  100-382,  which  charges  NCLIS  with  planning  and  conducting  the 
White  House  Conference. 

2.  INFORMATION  POLICY 

An  eighteen-month  series  of  hearings,  interagency  work,  and  negotiations 
about  access  to  public  information,  involving  representatives  from  Federal 
agencies,  private  industry,  library  and  information  science  associations,  etc., 
culminated  in  the  Commission's  June  1990  adoption  of  the  Principles  of  Public 
Information,  based  on  the  premise  that  "public  information  is  information 
owned  by  the  people,    held  in  trust  by  their  government."    Also  in  June  the 
Commission  committed  itself  to  follow  up  on  the  Principles  with  a  series  of 
policy  statements  and  actions  needed  to  cany  out  the  Principles.    The  work  of 
publicizing  and  disseminating  the  Principles  and  encouraging  their  use  at 
Federal,  State  and  local  governmental  levels  will  continue  throughout  FY  1991. 
The  publication  and  wide  dissemination  of  the  Principles  has  fostered  a 
dialogue  centered  on  developing  a  statement  of  National  information  policies. 

3.  FEDERAL-STATE  COOPERATIVE  SYSTEM  FOR  LIBRARY  STATISTICS  (FSCS) 

In  1988  NCLIS  embarked  on  a  cooperative  project  with  the  National  Center  for 
Education  Statistics  (NCES)  to  collect  and  make  available,  for  the  first  time  ever, 
statistics  on  all  the  country's  public  libraries,  based  on  standard  terms  and 
definitions  and  transmitted  to  NCES  in  machine-readable  form.     The  1988 
working  paper    included  statistics  from  44  States  and  the  District  of  Columbia. 
The  1989  data  for  public  libraries  have  been  received  and  edited  and  include 
all  50  States  and  the  District  of  Columbia. 

The  critical  need  and  enthusiasm  for  NCLIS's  leadership  in  this  cooperative 
statistical  project    have  enabled  it  to  progress  rapidly.    Collection  of  public 
library  data  will  be  refmed  and  enhanced  in  FY  1991.    In  addition,  major  new 
components  of  the  project  include  cooperative  work,  funded  by  NCES,  to 
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improve  the  timeliness  and  quality  of  statistics  from  school  library  media 
centers  and  from  college  and  university  libraries.     Planning  is  underway  for 
the  collection  of  State  library  and  Federal  library  statistics.     Progress  in  this 
field  serves  libraries  well  and  builds  the  required  statistical  basis  for 
analytical  studies  and  research  aimed  at  developing  informed  public  policy 
positions  for  the  improvement  of  library  services  at  all  levels. 

Moving  from  the  improvement  of  NCES's  descriptive  statistical  programs  for 
library  data,  the  NCLIS/NCES  library  statistics  program  will  concentrate  on 
forming  a  library  forum  of  interdisciplinary  experts  to  help  frame  the  public 
policy  questions  that  require  future  data  collection. 

4.  LIBRARY  AND  INFORMATION  SERVICES  TO  NATIVE  AMERICANS 

After  a  1989  hearing  in  New  Mexico  on  the  status  of  library  and  information 
services  to  Native  Americans,  the  Commission  formed  an 

interagency/association  task  force  to  address  jointly  the  difficult  issues  raised 
at  the  hearing.    A  hearing  for  tribes  in  the  Southeastern  U.S.  was  held  in 
Florida  in  March  1990;  for  tribes  in  the  Northeastern  U.S.,  in  Connecticut  in 
October  1990.    A  fourth  regional  hearing  is    planned  for  the  Northwestern  U.S. 
in  the  spring  of  1991,  pending  availability  of  funding. 

These  hearings  generate  information  and  statistics  to  help  form  the  basis  of  a 
long-range  plan  for  improving  library  and  information  services  for  this 
special  population.      This  program  serves  as  a  model  for  development  of  similar 
projects  to  determine  the  library  and  information  needs  of  special  populations. 

FY  1992  PROGRAMS  AND  OBJECTIVES 

A  White  House  Conference  represents  a  significant  national  commitment.     In  a 
November  30,  1989,  message  about,  the  WHCLIS,  President  Bush  stated:  "By 
examining  the  diverse  needs  of  our  population  and  by  exploring  ways  to  make 
the  maximum  use  of  new  information  technology,  we  can  bring  the  rewards  of 
learning  to  more  and  more  Americans  and  ensure  that  our  Nation's  libraries 
continue  to  serve  as  a  valuable  source  of  knowledge  and  training." 
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Noting  in  PL  100-382  that  "library  and  information  service  is  essential  to  a 
learning  society,"  Congress  has  appropriated  $5.5  million  to  carry  out  the 
Conference  and  related  activities.    That  figure  is  amplified  at  the  local,  State, 
territorial  and  regional  levels  by  funding  and  other  resource  commitments 
made  for  the  Governors'  conferences,  town  and  regional  meetings  and  other 
activities  in  the  States  and  territories,  involving  thousands  of  people,  that  will 
culminate  in  the  national  White  House  Conference  in  Washington  in  July  1991. 

A  White  House  Conference  is  a  nationwide  grassroots  effort,  valuable  as  a 
process  as  well  as  for  its  products.    The  immediate  product  of  this  Conference 
process  is  the  recommendations  which  result.     There  were  sixty-four 
recommendations  from  the  1979  White  House  Conference  on  Library  and 
Information  Services.  These  formed  the  basis  of  policy  and  legislative  agendas 
for  the  1980's,  as  well  as  the  agenda  for  NCLIS.    The  recommendations  of  the 
1991  White  House  Conference  will  help  form  the  agenda  for  library  and 
information  services  for  the  1990's.     The  opportunities  and  challenges  for  this 
decade  are  global  and  relate  to  the  infrastructural  changes  in  the  way 
information   is  communicated   throughout  society. 

The  White  House  Conference  is  a  national  investment  that  requires  a  return. 
It  is  primarily  up  to  the  U.S.  National  Commission  on  Libraries  and 
Information  Science  as  the  Conference's  responsible  agency  to  assure  that  the 
Nation  can  capitalize  on  this  investment.     The  Commission  must  translate  its 
statutory  functions  of  advice  to  the  President  and  the  Congress  and  of  the 
conduct  of  studies,  surveys,  analyses  and  research  into  a  work  plan  which 
incorporates  the  Conference  recommendations  with  the  Commission's  other 
ongoing  programs. 

The  first  elements  of  this  work  plan  will  be  the  process  for  the  Commission 
described  in  the  following  steps: 

•  Receipt  of  the  final  report  from  the  Conference  staff; 

•  Transmittal  of  the  report  to  the  President  and  the  Congress; 

•  Review  and  evaluation  of  the  recommendations; 

•  Assignment  of  priorities; 

Review  and  assessment  of  recommended  action; 
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•     Definition  and  development  of  implementation  plans; 

Execution  of  plans  with  continued  monitoring  of  the  expected 
improvements. 

It  is  difficult  to  predict  the  specific  recommendations  resulting  from  the  White 
Kouse  Conference,  but  the  areas  of  library  and  information  services  that  they 
will  address  can  be  identified  and  grouped.    The  grouping  is  expanded  as 
necessary  to  include  other  areas  which  reflect  NCLIS's  current  commitments. 
The  aim  is  to  have  one  consolidated  topical  listing  of  programs,  projects  and 
objectives  so  that  NCLIS  staff  and  Commissioners,  along  with  representatives  of 
other  concerned  groups,  can  work  toward  their  achievement.     As  a  result  of 
this  work,  specific  policy  recommendations  will  be  formulated,  in  consultation 
with  various  interests,  for  Executive  and  Legislative  consideration.  This 
topical  listing  is  in  the  subsequent  section  of  this  document.    The  aim  is  also, 
within  each  area  below,  to  complete  work  or  make  substantial  progress  on 
current  NCLIS  projects  as  models  for  addressing  the  other  issues  and  projects 
which  will  likely  be  addressed  in  the  White  House  Conference 
recommendations. 

Progress  on  the  topics  below  requires  frequent  and  continuous  contact  with 
users  and  providers  of  library  and  information  services,  governmental 
authorities  at  all  levels,  professional  associations,  and  other  individual  and 
group  stakeholders  concerned  with  the  continued  further  improvement  of 
library  and  information  services  to  the  Nation. 

1.  LIBRARY  AND  INFORMATION  SERVICES  TO  MEET  CHANGING  NEEDS 

It  is  expected  that  the  largest  group  of  recommendations  from  the  White  House 
Conference  will  address  needs  of  various  special  populations  and  groups  for 
improved  library  and  information  services.     Those  groups  include  business 
people,  children,  the  economically  and  socially  disadvantaged,  rural  and 
inner-city   residents,   cultural   and   ethnic   minorities,   governmental  officials, 
the  institutionalized,  the  mentally  or  physically  disabled,  Native  Americans, 
senior  citizens,  researchers,  and  students.     As  citizens'  educational,  social,  and 
economic  environments  change,  so  do  their  needs  for  information.  In 
addition,  as  the  technologies  for  information  generation  and  delivery  change 
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and  evolve,  the  opportunities  for  expanded  and  enhanced  services  have  the 
potential  for  increasing.     NCLIS  is  uniquely  qualified  to  lead  the  identification 
of  changes  in  library  and  information  services  necessary  to  maintain  and 
extend  literacy  and  productivity  in  this  democratic  society. 

The  Commission  has  undertaken  major  projects  to  explore  the  informational 
needs  of  special  population  groups.    One  example  is  the  1981  hearings  and  1983 
report  from  the  Task  Force  on  Library  and  Information  Services  to  Cultural 
Minorities.     Another  is  the  cosponsorship  of  a  1989  symposium  on  information 
literacy  for  K-12  students.    In  1990  NCLIS  published  the  symposium 

proceedings,  Information  Literacy  and  Education  for  the  21st  Century;  Toward 

an  Agenda  for  Action.    A  current  example  is  the  Commission's  task  force 
exploring  the  needs  of  Native  Americans  for  library  and  information  services, 
for  which  regional  hearings  will  be  completed  in  1991  and  for  which  a  long- 
range  plan  is  being  developed. 

The  analysis  of  testimony  from  those  hearings,  comparison  with 
recommendations  from  the  Native  Americans'  pre-White  House  Conference 
and  the  White  House  Conference  on  Library  and  Information  Services  itself, 
comparison  with  other  statistical  data,  and  preparation  of  a  report,  together 
with  a  long-range  plan  for  meeting  Native  Americans'  library  and 
information  service  needs,  will  serve  as  a  model  for  addressing  the  library  and 
information  needs  of  other  groups  and  special  populations  identified  by  the 
White  House  Conference. 

Valid,  reliable,  and  timely  statistics  required  to  determine  the  effectiveness  of 
past  and  potential  future  investment  of  public  resources  in  library  and 
information  services.     Here  again,  an  ongoing  NCLIS  program,  the  Federal- 
State  Cooperative  System  for  Library  Statistics,  will  serve  both  as  a  resource 
and  a  model  for  identifying  needs  for  library  and  information  services,  as  well 
as  a  means  for  measuring  expressed  needs  in  light  of  available  services. 

The  FY  1992  objectives  under  this  program  are: 

•  Begin  to  implement  recommended  actions  from  the  report  and  long-range 

plan  on  the  improvement  of  library  and  information  services  for  Native 
Americans; 


469 


8 

•  Continue  cooperative  work  with  the  National  Center  for  Education  Statistics, 

libraries,  and  other  organizations  to  collect  and  disseminate  public 
library  statistics  at  the  National  level;  ensure  that  the  reporting, 
collection  and  dissemination  of    statistics   for  academic/research 
libraries  and  school  library  media  centers  are  enhanced  and  improved 
in  timeliness  and  reliability; 

•  Review,  categorize,  and  prioritize  all  White  House  Conference 

recommendations  related  to  needs  for  library  and  information  services; 
develop  implementation  strategies  and  plans  in  conjunction  with  allied 
agencies,  groups,  organizations,  and  individuals; 

•  For  the  highest  priority  White  House  Conference  recommendation(s)  or 

group  of  recommendations  with  which  NCLIS  is  directly  involved,  assess 
the  recommended  action,  conduct  research  to  test  statements  of  need, 
and,  based  on  validated  needs,  prepare  reports  and/or  action  plans  for 
implementation  or  policy  actions. 

2.  ACCESS  TO  LIBRARY  AND  INFORMATION  SERVICES 

The  Commission  has  an  historic  commitment  to  the  principle  that  unrestricted 
access  to  and  dissemination  of  information  and  ideas  are  essential  for  a 
functioning  democratic   society.   However,   environmental,   technological,  and 
demographic   changes  result  in  changing  library  and   information  service 
needs;  they  also  challenge  traditional  ways  for  making  the  information  and 
ideas  accessible  to  the  population.     Opportunities  proliferate  for  expanded 
access  to  a  growing  information  resource  base.     The  challenge  is  to  develop 
means  for  capitalizing  on  this  potential  for  progress. 

It  is  expected  that  participants  in  the  White  House  Conference  will  devote 
careful  attention  to  the  complex  issues  of  access  to  information,  ideas,  and 
knowledge.     These  issues  include  intellectual  property;  the  balance  between 
economic  incentive  for  information  providers  and  the  public's  right  to 
information   access;    preservation;    resource-sharing;    National  communication 
networks;   censorship;   information  standards;   the  electronic  creation, 
production,  and  dissemination  of  information;  and  various  depository  systems 
for  distributing  governmental   information,   including  the  Federal  Depository 
Library  Program. 
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Illiteracy  and  the  inability  to  find  information  are  significant  barriers  to 
information  access  for  many  Americans,  since  access  is  meaningless  unless 
people  can  read,  locate,  and  use  information  resources.    The  1985  report  to 
NCLIS  of  the  White  House  Conference  Preliminary  Design  Group  asserted,  "In  a 
society  that  daily  becomes  more  information-oriented  and  more  economically 
dependent  on  the  effective  use  of  knowledge,  the  ability  to  find  and  use 
information  is  a  fundamental  skill." 

The  Commission  has  addressed  these  complex  issues  of  access  in  a  variety  of 
ways  in  the  past.    Major  studies  and  reports  include  Library   Photocopying  in 
the  United  States:  With  Implications  for  the  Development  of  a  Copyright 

Royalty  Payment  Mechanism  (1977);  Public  Sector/Private  Sector  Interaction 

in  Providing  Information  Services  (1982);  Censorship  Activities  in  Public  and 
School   Libraries.    1975-1985:  and  Information  Literacy  and  Education  for  the 

21st  Century  (1990). 

The  FY  1992  objectives  under  this  program  are: 

•  Continue  collaborative  work  with  the  National  Forum  on  Information 

Literacy  to  track  and  report  on  National,  Statewide,  and  local  efforts  in 
schools  and  library  and  information  centers  and  develop  plans  to 
improve  skills  for  identifying  and  using  information  in  problem- 
solving  and  in  support  of  resource-based  learning; 

•  Continue  work  with  the  Network  Advisory  Committee  of  the  Library  of 

Congress  and  the  Coalition  for  Networked  Information  to  promote 
interlibrary  cooperation  and  resource-sharing  and  to  explore  the 
potential  of  networks  to  expand  the  range  of  information  resources 
available  to  users,  including  scholars,  researchers,  students,  the 
business  community,  and  other  citizens; 

•  Survey  and  report  on  progress  in  the  use  of  permanent  paper  by  public  and 

private  organizations  and  other  tehcnologies  for  preserving  and 
conserving  the  country's  archives  and  ressearch  collections; 

•  Work  with  the  Government  Printing  Office  and  the  Depository  Library 

Council  to  strengthen  efforts  and  achieve  results  in  distributing 
electronically  produced  Federal  information  through  depository 
libraries  to  the  Nation; 
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•  Review  and  categorize  all  White  House  Conference  recommendations  related 

to  access  to  library  and  information  services;     prioritize  and  evaluate 
the  recommendations  in  terms  of  whether  NCLIS  and/or  other  Federal 
agencies  or  organizations  should  develop  implementation  and 
deployment  programs;  confer  with  those  agencies  and  organizations 
and  refer  recommendations  or  arrange  for  cooperative  followup  on 
them  as  appropriate; 

•  For  the  highest  priority  White  House  Conference  recommendation(s)  or 

group  of  recommendations  with  which  NCLIS  is  directly  involved,  assess 
the  recommended  action,  conduct  research  to  test  statements  of  need, 
and,  based  on  validated  needs,  prepare  reports  and/or  action  plans  for 
implementation. 

3.  INFORMATION  TECHNOLOGY  AND  PRODUCTIVITY 

The  1985  report  to  NCLIS  from  the  White  House  Conference  Preliminary  Design 
Group  stated,  "Libraries  are  information  agencies  in  an  information  society. 
They  are  indispensable  to  the  economic  well  being  of  our  nation.  Research 
and  development  depends  upon  access  to  information.     Libraries  are  needed  by 
industries,  business,  and  government  as  they  deal  with  the  need  to  increase 
productivity  and  adapt  to  new  technology." 

Library  and  information  centers  have  had  a  long  history  involving  the 
application  of  information  technology  to  internal  and  external  functions.     As  a 
consequence,  these  institutions  must  cope  with  the  everyday  realities  of  the 
"information  age"  and  the  "information  explosion."     Librarians  and  other 
information   professionals   understand   and   appreciate   the   international  nature 
of  information  technology  and  productivity  issues.     The  global  nature  of  these 
issues  requires  that  the  U.S.  national  policy  and  programs  reflect  those  rapid 
changes  which  are  reshaping  the  international  economic  and  information 
technological  environment.     Adapting  to  these  changes  requires  that  libraries 
and  other  information-related  organizations  examine  their  missions  and 
evolve  strategies  for  adapting  in  response  to  changes  and  challenges.  With 
productivity  as  one  of  its  major  themes,  the  White  House  Conference  is  certain 
to  deal  with  the  volatile  twin  issues  of  technology  and  productivity. 
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One  example  of  the  Commission's  work  in  this  arena  is  the  1987  Glenerin 
Declaration,   which   resulted   from   several  meetings   among  representatives 
from  the  United  States,  the  United  Kingdom,  and  Canada.    The  goal  of  these 
trilateral  talks  was  to  enhance  understanding  of  the  role  of  information  in 
national  economies  and  to  produce  an  agenda  of  public  policy  initiatives  to 
increase  the  societal  benefits  of  modern  information  technologies. 

The  FY  1992  objectives  under  this  program  are: 

•  Continue  work  with  other  library,  network,     and  information  organizations 

and  agencies  on  inclusion  of  library  and  information  services  in  the 
National  Research  and  Education  Network  initiatives; 

•  Encourage,  track  and  report  on  implementation  of  recommendations  from 

the  Glenerin  Declaration  and  plan  the  next  meeting  of  the  full  Glenerin 
group  in  the  United  States; 

•  Continue  to  monitor  -  and  coordinate  proposals  for  international  information 

activities  submitted  to  NCLIS  for  funding  consideration  with  State 
Department  for  International  Conventions   and  Scientific  Organizations 
Contributions  grants; 

•  Conduct  research  on  the  meaning  and  understanding  of  an  information 

society  and  the  value  of  information  in  today's  society;  work  with 
technical  and  policy  experts  in  this  area  as  necessary  to  complement 
NCLIS  staffs  expertise  and  time; 

•  Review  and  categorize  all  White  House  Conference  recommendations  related 

to  information  technology  and  productivity;     prioritize  and  evaluate  the 
recommendations  in  terms  of  whether  NCLIS  and/or  other  Federal 
agencies  or  organizations  should  pursue  them;  confer  with  those 
agencies  and  organizations  and  refer  recommendations  or  arrange  for 
cooperative  followup  on  them  as  appropriate; 

•  For  the  highest  priority  White  House  Conference  recommendation(s)  or 

group  of  recommendations  with  which  NCLIS  is  directly  involved,  assess 
the  recommended  action,  conduct  research  to  test  statements  of  need, 
and,  based  on  validated  needs,  prepare  reports  and/or  action  plans  for 
implementation. 
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4.  POLICY,  PLANNING  AND  ADVICE 

The  Commission  has  the  primary  responsibility  to  provide  advice  and  to 
recommend  overall  plans  to  the  President  and  the  Congress  on  matters  related 
to  the  adequacy  of  the  Nation's  library  and  information  services.     It  has 
analyzed  and  commented  on  a  variety  of  Executive  and  Legislative  Branch 
initiatives  and  proposals  ranging  from  the  Paperwork  Reduction  Act,  the  1989 

5.  J.Res.57  on  permanent  paper,  the  National  High -Performance  Computing 
Technology  Act  of  1989,  and  reauthorization  of  the  Library  Services  and 
Construction  Act,  to  supplements  to  OMB  Circular  A- 130  dealing  with  the 
collection  and  dissemination  of  information  by  the  Federal  government. 

The  Commission  has  been  involved  in  coordinating  Congressional  inquiries 
and  analyzing  and  commenting  on  issues  related  to  national  information 
policies.    In  June,  1990,  the  Commission  adopted  the  Principles  of  Public 
Information.     Programming  in  this  area  is  a  high  priority  for  the  future, 
given  the  likely  outcome  of  the  1991  White  House  Conference. 

The  FY  1992  objectives  under  this  program  are: 

•  In  conjunction  with  Federal,  State,  and  local  agencies,  organizations  and 

associations,  build  on  the  previous  years'  efforts  with  the  Principles  of 
Public  Information  to  develop  strategies  for  the  widespread  adoption  of 
National   information  policies; 

•  Monitor  and  comment  on  initiatives  regarding  the  policy  authority, 

responsibility,  and  methodology  for  developing,  organizing,  collecting, 
and  disseminating  government  information,  especially  information  in 
electronic  formats;  contract  with  technical  experts  as  needed  to 
complement  staffs  expertise  and  time; 

•  Monitor  other  legislation  related  to  library  and  information  services  and, 

upon    request,  provide  expert  testimony,  background  information, 
advice,  analysis,  and  research  on  issues  related  to  policy  proposals, 
including  the  Elementary  and  Secondary  Education  Act,  the  Higher 
Education  Act,  the  Library  Services  and  Construction  Act,  and  the  High- 
Performance  Computer  Technology  Act. 


474 


13 


AMOUNTS  AVAILABLE  FOR  OBLIGATION 


APPROPRIATION: 


1990  1991  1992 


Annual  750,000        732,000  911,000 


REAL  TRANSFERS  FROM: 


National  Center 

for  Education  Statistics  457,000  100,000 

Department  of  State  182,000 


TOTAL  ADJUSTED 

BUDGET  AUTHORITY:  1,389,000        832,000  911,000 
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BUDGET  AUTHORITY  AND  OUTLAYS 


1991   Estimate  1992  Request  Change 

Budget  Authority                732,000             911,000  179,000 

Outlays                               823,000             875,000  41,000 

FIE                                            12                       12  0 
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BUDGET  AUTHORITY  BY  OBJECT 


Class  1991 

Estimate  1992  Request 

Channp 

11.1  Full-time  permanent 

311,000 

356,000 

45,000 

1 1 .3  Other  than  FTP 

67,000 

123,000 

56,000 

1 1 .5  Other  personnel  compensation 

0 

6,000 

6,000 

12.1  Benefits 

68,000 

90,000 

22,000 

SUBTOTAL,  PAY 

446.000 

575,000 

129,000 

21  Travel 

76,000 

76,000 

23.1  Rent 

59,000 

78,000 

19,000 

23.2  Communications/Utilities 

45,000 

65,000 

20,000 

24  Printing 

18,000 

25,000 

7,000 

25  Other 

82,000 

67,000 

-15,000 

26  Supplies/Materials 

6,000 

22,000 

16,000 

31  Equipment 

0 

3,000 

3,000 

SUBTOTAL,  NON-PAY 

286,000 

336,000 

50,000 

SUBTOTAL,  DIRECT  OBLIGATION 

732,000 

911,000 

179,000 

REIMBURSABLE  OBUGATIONS 

100,000 

0 

-100,000 

99.9  TOTAL  OBLIGATIONS 


832,000 


911,000  79,000 


477 


16 


Summary  of  Changes  from  FY  1991 

Full-time    Permanent    Salaries  -  Increases  in  salary  for  annualization  of  the 
1991  pay  raise,  including  the  raise  for  the  SES  classification,  and  within-grade 
increases  for  GS  employees.    This  increase  also  covers  the  annual  funding  of  a 
position  that  was  not  filled  in  FY  1991  because  of  lack  of  funds. 

Other  than  Full-Time  Salaries  -  Increase  in  salary  for  annualization  of  the  1991 
pay  raise  for  the  current  part-time  GS  employee  and  the  Commissioners.  This 
amount  also  covers  hiring  a  part-time  librarian  and  a  part-time  research 
assistant  to  fill  one  of  the  full-time  research  associate  positions  left  vacant 
since  the  middle  of  FY  1990  because  of  lack  of  funds. 

Personnel    Benefits  -  Increase  based  on  salary  increases  and  on  additional 
employees. 

Rent  -  Increase  based  on  General  Service  Administration's  estimated  per- 
square-foot  cost  of  leased  space  for  FY  1992. 

Communications/Utilities  -    Increase  to  allow  for  higher  volume  of  phone  and 
mail  communication,  higher  postal  and  courier  costs,  and  for  capability  to 
receive  and  transmit  data  online,  including  access  to  automated 
information/database  services,  both  commercial   and  those  supplied  through 
the  Library  of  Congress. 

Printing  -  Increase  to  cover  printing  costs  for  the  annual  report,  brochure 
and  other  regular  publications  of  the  Commission,  to  permit  reprinting  of 
special  NCLIS  publications  still  in  demand,  and  to  permit  publication  of  new 
reports  such  as  the  long-range  plan  on  library  and  information  services  to 
Native  Americans. 

Other  -  Overall  decrease  because  of  hiring  of  permanent  staff. 

Supplies/Materials  -  Increase  to  cover  office  supplies  and  materials  and  to 
resume  purchase  of  books  and  other  materials  for  staff  library  as  staff 
undertakes  research  to  follow  up  on  the  White  House  Conference. 

Equipment  -  Increase  to  upgrade  office  automation. 
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APPENDIX  A 

APPROPRIATIONS  HISTORY 
To  Congress   House  Allowance  Senate  Allowance  Appropriation 


1  983 

-t  j  AAA 

674,000 

A«li  AAA 

674,000 

A  "7  A  AAA 

674,000 

1 984 

553,000 

553,000 

/>  -T   J      A  A  A 

674,000 

A7  i  AAA 

674,000 

1 985 

AAA  AAA 

690,000 

AAA  AAA 

690,000 

AAA 

720,000 

"TAA  AAA 

720,000 

1  9861 

AAA   /\  f\  /\ 

690,000 

a  a  a   a  a  a 

690,000 

AAA  AAA 

690,000 

-oU,UUU 

1987 

690,000 

660.C00 

690,000 

660,000 

Of  2'.j 
1987 

23,000 

1988 

791,000 

750,000 

791,000 

371 8,000 

1989 

755,000 

750,000 

750,000 

4 

741,000 

1990 

770,000 

750.000 

770,000 

750,000 

1991 

777,000 

750,000 

750,000 

5732,000 

1992 

911,000 

Sequester. 

Pay  and  benefits  supplemental. 

'Excludes  $9,000  not  available  for  obligation  pursuant  to 
Section  512  of  P.L.  100-202. 

^Reflects  1.2%  reduction  made  pursuant  to  Section  517  of  P.L.  1-0-436. 

'Reflects  2.41%  reduction  made  pursuant  to  P.L.  101-517. 
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APPENDIX  B 

MEMBERS  OF  THE 
NATIONAL  COMMISSION  ON  LIBRARIES  AND  INFORMATION  SCIENCE 


Mr.  Charles  E.  Reid,  Chairman 

Senior  Vice  President 

Prodevco  Group 

1402  Bergen  Boulevard 

Ft  Lee,  NJ  07024 

(July  1993) 

Mrs.  Elinor  H.  Swaim,  Vice  Chairman 
351  Richmond  Road 
Salisbury,  NC  28144 
(July  1994) 

Dr.  James  H.  Billington 
Librarian  of  Congress 
Library  of  Congress 
Washington,  D.C.  20540 
(Permanent  Member) 

Mr.  Daniel  W.  Casey 
202  Scarboro  Drive 
Syracuse,  NY  13209 
(July  1994) 

Mrs.  Carol  K.  DiPrete 
Dean  of  Academic  Services 
and  Director  of  the  Library 
Roger  Williams  College 
Bristol,  RI  02819 
(July  1991) 

Dr.  Lee  Edwards 
5702  Newington  Road 
Bethesda.  MD  20816 
(July  1990) 

Mr.  J.  Michael  Farrell 
Attorney  at  Law 

1200  New  Hampshire  Avenue,  NW 
Suite  200 

Washington,  D.C.  20036 
(July  1992) 


Mrs.  Wanda  L.  Forbes 
21  Quinine  Hill 
Columbia,  SC  29204 
(July  1993) 

Dr.  Frank  Gannon 
153  Waverly  Place 
New  York,  NY  10014 
(July  1990) 

Mr.  Jerald  C.  Newman 
Thompson  Medical  Co.,  Inc. 
919  Third  Avenue 
New  York,  NY  10022 
(July  1992) 

Mr.  Raymond  J.  Peterson 
Executive  Vice  President 
Hearst  Magazines 
959  Eighth  Avenue 
New  York,  NY  10019 
(July  1991) 

Mr.  Winston  Tabb 
Director,  Public  Service  & 

Collection  Management  I 
Library  of  Congress 
Washington,  D.C.  20540 
(serves  for  Librarian  of  Congress) 

Mrs.  Barbara  H.  Taylor 
14908  Spring  Meadows  Drive 
Germantown,  MD  20874 
(July  1990) 

Mrs.  Julia  Li  Wu 

Vice  President,  Board  of  Trustees 
Los  Angeles  Community  Colleges 
617  West  Seventh  Street 
Los  Angeles,  CA  90017 
(July  1992) 


Membership  as  of  25  January  1991 
(End  of  members'  terms  in  parentheses) 


43-425   0—91  16 
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Public  Law  91-345 
91st  Congress,  S.  1519 
July  20,  1970 

As  amended  by  Public  Law  03-29.  Section  802,  May  8, 1978 

an  act 

To  establish  a  National  Commission  on  Libraries  and  Information  Science,  and 
for  other  purposes. 


Be  it  enacted  by  the  Senate  and  House  of  Representatives  of  the 
United  States  of  America  in  Congress  assembled.  That  this  Act  may  National 

-    Commission  on 
libraries  and 
Information 
Science  Act. 


be  cited  as  the  "National  Commission  on  Libraries  and  Information 
Science  Act". 

STATEMENT  OF  POLICY 


Sec.  2.  The  Congress  hereby  affirms  that  library  and  information 
services  adequate  to  meet  the  needs  of  the  people  of  the  United  States 
are  essential  to  achieve  national  goals  and  to  utilize  most  effectively 
the  Nation's  educational  resources  and  that  the  Federal  Government 
will  cooperate  with  State  and  local  governments  and  public  and 
private  agencies  in  assuring  optimum  provision  of  such  services. 

COMMISSION  ESTABLISHED 

Sec.  3.  (a)  There  is  hereby  established  as  an  independent  agency 
within  the  executive  branch,  a  National  Commission  on  Libraries 
and  Information  Science  (hereinafter  referred  to  as  the  "Com- 
mission"). 

(b)  The  Department  of  Health,  Education,  and  Welfare  shall  pro- 
vide the  Commission  with  necessary  administrative  services  (includ- 
ing those  related  to  budgeting,  accounting,  financial  reporting,  person- 
nel, and  procurement)  for  which  payment  shall  be  made  in  advance, 
or  by  reimbursement,  from  funds  of  the  Commission  and  such  amounts 
as  may  be  agreed  upon  by  the  Commission  and  the  Secretary  of 
Health,  Education,  and  Welfare. 


84  STAT.  440 


CONTRIBUTIONS 


84  STAT.  441 


Sec  4.  The  Commission  shall  have  authority  to  accept  in  the  name  of 
the  United  States  grants,  gifts,  or  bequests  of  money  for  immediate 
disbursement  in  furtherance  of  the  functions  of  the  Commission.  Such 
grants,  gifts,  or  bequests,  after  acceptance  by  the  Commission,  shall 
be  paid  l>y  the  donor  or  his  representative  to  the  Treasurer  of  the 
United  States  whose  receipts  shall  be  their  acquittance.  The  Treasurer 
of  the  United  States  shall  enter  them  in  a  special  account  to  the  credit 
of  the  Commission  for  the  purposes  in  each  case  specified. 

FUNCTIONS 

Sec  5.  (a)  The  Commission  shall  have  the  primary  responsibility 
for  developing  or  recommending  overall  plans  for,  and  advising  the 
appropriate  governments  and  agencies  on,  the  policy  set  forth  in  sec- 
tion 2.  In  carrying  out  that  responsibility  .the  Commission  shall — 

(1)  advise  the  President  and  the  Congress  on  the  implementa-  Advice  to 
tion  of  national  policy  by  such  statements,  presentations,  and  President 
reports  as  it  deems  appropriate;  Congress. 

(2)  conduct  studies,  surveys,  and  analyses  of  the  library  and  studies,  surveys 
informational  needs  of  the  Nation,  including  the  special  library  eto« 

and  informational  needs  of  rural  areas,  of  economically,  socially, 
or  culturally  deprived  persons,  and  of  elderly  persons,  and  the 
means  by  which  these  needs  may  be  met  through  information 
centers,  through  the  libraries  of  elementary  and  secondary^chools 
and  institutions  of  higher  education,  and  through  public,  research, 
special,  and  other  types  of  libraries ; 
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(3)  appraise  the  adequacies  and  deficiencies  of  current  library 
and  information  resources  and  services  and  evaluate  the  effective- 
ness of  current  library  and  information  science  programs; 

(4)  develop  overall  plans  for  meeting  national  library  and 
informational  needs  and  for  the  coordination  of  activities  at  the 
Federal,  State,  and  local  levels,  taking  into  consideration  all  of 
the  library  and  informational  resources  of  the  Nation  to  meet 
those  needs; 

(5)  be  authorized  to  advise  Federal,  State,  local,  and  private 
agencies  regarding  library  and  information  sciences; 

(6)  promote  research  and  development  activities  which  will 
extend  and  improve  the  Nation's  library  and  information- 
handling  capability  as  essential  links  in  the  national  communica- 
tions networks; 

(7)  submit  to  the  President  and  the  Congress  (not  later  than 
January  31  of  each  year)  a  report  on  its  activities  during  the  pre- 
ceding fiscal  year;  and 

(8)  make  and  publish  such  additional  reports  as  it  deems  to  be 
necessary,  including,  but  not  limited  to,  reports  of  consultants, 
transcripts  of  testimony,  summary  reports,  and  reports  of  other 
Commission  findings,  studies,  and  recommendations. 

(b)  The  Commission  is  authorized  to  contract  with  Federal  agencies 
and  other  public  and  private  agencies  to  carry  out  any  of  its  functions 
under  subsection  (a)  and  to  publish  and  disseminate  such  reports, 
findings,  studies,  and  records  as  it  deems  appropriate. 

(c)  The  Commission  is  further  authorized  to  conduct  such  hearings 
at  such  times  and  places  as  it  deems  appropriate  for  carrying  out  the 
purposes  of  this  Act. 

(a)  The  heads  of  all  Federal  agencies  are,  to  the  extent  not  pro- 
hibited by  law,  directed  to  cooperate  with  the  Commission  in  carrying 
out  the  purposes  of  this  Act. 


MEMBERSHIP 


Compensation, 
travel  ex«- 
penses. 


Sec.  6.  (a)  The  Commission  shall  be  composed  of  the  Librarian  of 
Congress  and  fourteen  members  appointed  r>y  the  President,  by  and 
with  the  advice  and  consent  of  the  Senate.  Five  members  of  the  Com- 
mission shall  be  professional  librarians  or  information  specialists, 
and  the  remainder  shall  be  persons  having  special  competence  or 
interest  in  the  needs  of  our  society  for  library  and  information  services, 
at  least  one  of  whom  shall  be  knowledgeable  with  respect  to  the  tech- 
nological aspects  of  library  and  information  services  and  sciences, 
and  at  least  one  other  of  whom  shall  be  knowledgeable  with  respect  to 
the  library  and  information  service  and  science  needs  of  the  elderly. 
One  of  the  members  of  the  Commission  shall  be  designated  by  the 
President  as  Chairman  of  the  Commission.  The  terms  of  office  of  the 
appointive  members  of  the  Commission  shall  be  five  years,  except  that 
(1)  the  terms  of  office  of  the  members  first  appointed  shall  commence 
on  the  date  of  enactment  of  this  Act  and  shall  expire  two  at  the  end 
of  one  year,  three  at  the  end  of  two  years,  three  at  the  end  of  three 
years,  three  at  the  end  of  four  years,  and  three  at  the  end  of  five  years, 
as  designated  by  the  President  at  the  time  of  appointment,  and  (2)  a 
member  appointed  to  fill  a  vacancy  occurring  prior  to  the  expiration 
of  the  term  for  which  his  predecessor  was  appointed  shall  be  appointed 
only  for  the  remainder  of  such  term. 

(b)  Members  of  the  Commission  who  are  not  in  the  regular  full-time 
employ  of  the  United  States  shall,  while  attending  meetings  or  con 
f  erences  of  the  Commission  or  otherwise  engaged  in  the  business  of  the 
Commission,  be  entitled  to  receive  compensation  at  a  rate  fixed  by  the 
Chairman,  but  not  exceeding  the  rate  specified  at  the  time  of  such 
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service  for  grade^GS-18  in  section  5332  of  title  5,  United  States  Code, 
including  travel  time,  and  while  so  serving  on  the  business  of  the  Com- 
mission away  from  their  homes  or  regular  places  of  business,  they  may 
be  allowed  travel  expenses,  including  per  diem  in  lieu  of  subsistence, 
as  authorized  by  section  6703  of  title  5,  United  States  Code,  for  persons  83  stat.  190 
employed  intermittently  in  the  Government  service. 

(c)  (1)  The  Commission  is  authorized  to  appoint,  without  regard  to 
the  provisions  of  title  5,  United  States  Code,  covering  appointments  in 
the  competitive  service,  such  professional  and  technical  personnel  as 
may  be  necessary  to  enable  it  to  carry  out  its  function  under  this  Act. 

(2)  The  Commission  may  procure,  without  regard  to  the  civil  serv- 
ice or  classification  laws,  temporary  and  intermittent  services  of  such 
personnel  as  is  necessary  to  the  extent  authorized  by  section  3109  of 
title  5,  United  States  Code,  but  at  rates  not  to  exceed  the  rate  specified 
at  the  time  of  such  service  for  grade  GS-18  in  section  5332  of  title  5, 
United  States  Code,  including  traveltinie,  and  while  so  serving  on  the 
business  of  the  Commission  awav  from  their  homes  or  regular  places 
of  business  they  may  be  allowed  travel  expenses,  including  per  diem 
in  lieu  of  subsistence,  as  authorized  by  section  5703  of  title  5,  United 
States  Code,  for  persons  employed  intermittently  in  the  Government 
service. 

AUTHORIZATION  OF  APPROPRIATIONS 

Sec.  7.  There  are  hereby  authorized  to  be  appropriated  $500,000  for 
the  fiscal  year  ending  June  30,  1970,  and  $750,000  for  the  fiscal  year 
ending  June  30,  1971,  and  for  each  succeeding  year,  for  the  purpose 
of  carrying  out  the  provisions  of  this  Act. 

Approved  July  20,  1970. 


LEGISLATIVE  HISTORY: 

HOUSE  REPORTS :  No,  91-240  accompanying  H.R.  10666  (Comm.  on  Education 

and  Labor)  and  No.  91-1226  (Comm.  of  Conference). 
SENATE  REPORT    No.  91-196  (Comm.  on  Labor  and  Public  Welfare). 
CONGRESSIONAL  RECORD: 

Vol.  115  (1969):  Hay  23,  considered  and  passed  Senate. 
Vol.  116  (1970):  April  20,  considered  and  passed  House,  amended, 
in  lieu  of  H.R.  10666. 

June  29,  House  agreed  to  conference  report. 
July  6,  Senate  agreed  to  conference  report. 


Tuesday,  April  30,  1991. 
NATIONAL  COUNCIL  ON  DISABILITY 
WITNESSES 

SANDRA  SWIFT  PARRINO,  CHAIRPERSON 
ETHEL  D.  BRIGGS,  EXECUTIVE  DIRECTOR 
JACK  GANNON,  LABOR  MEMBER 
A.  KENT  WALDREP,  JR.,  VICE  CHAIRPERSON 

Mr.  Obey  [presiding].  Good  afternoon.  We  are  delighted  to  hear 
from  the  National  Council  on  Disability.  Appearing  today  will  be 
Sandra  Swift  Parrino,  Chairperson;  Ethel  D.  Briggs,  Executive  Di- 
rector; and  Jack  Gannon,  Member  of  the  Council. 

Why  don't  you  proceed  and  submit  your  testimony,  and  summa- 
rize it  if  you  like. 

Ms.  Parrino.  Thank  you  very  much. 

Opening  Statement 

It  is  a  great  pleasure  to  be  here  and  to  talk  about  the  work  of  the 
National  Council  on  Disability.  I  am  accompanied  by  Jack  Gannon, 
Labor  Representative  to  the  National  Council;  also  by  the  Vice 
Chair  of  the  Council,  Kent  Waldrep;  and  Ethel  Briggs,  Executive 
Director  of  the  Council. 

An  extended  version  of  my  testimony  has  been  submitted  for  the 
record,  and  with  your  permission,  I  would  like  to  summarize  my 
testimony. 

The  National  Council  received  approximately  $1,500,000  in  fiscal 
year  1991,  and  is  requesting  approximately  $1,700,000  in  fiscal  year 
1992.  I  would  like  to  point  out,  this  is  a  small  increase,  mostly 
based  on  the  increased  cost  of  doing  business  as  an  agency.  This 
increase  allows  us  to  keep  pace  with  the  cost  of  living. 

The  National  Council  attempts  to  develop  public  policy  in  a  cost- 
efficient  manner.  The  15  Presidentially-appointed  members  of  the 
National  Council  and  its  staff  take  very  seriously  their  responsibil- 
ities to  recommend  solid  and  innovative  policy,  as  well  as  to  carry 
out  its  Congressional  mandates. 

FORUMS  AND  MEETINGS 

As  mandated,  the  National  Council  holds  four  meetings  per  year. 
These  meetings  last  three  or  four  days,  and  are  held  around  the 
county  so  we  can  give  people  with  disabilities  an  opportunity  to 
participate  in  the  work  of  the  National  Council.  Forums,  hearings, 
or  other  conferences  are  usually  held  in  conjunction  with  the  quar- 
terly meetings  of  the  National  Council. 
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PREVENTION 

The  area  of  prevention  of  primary  and  secondary  disabilities  con- 
tinues to  be  a  priority  to  the  National  Council,  especially  the  pre- 
vention of  secondary  disabilities.  The  members  of  the  Council  ea- 
gerly await  the  passage  of  the  Disabilities  Prevention  Bill  of  1991, 
and  we  offer  our  assistance  in  this  endeavor. 

The  National  Council  believes  that  the  passage  of  this  bill  will 
ensure  the  establishment  of  disability  prevention  programs,  focus- 
ing on  primary  and  secondary  prevention  in  each  of  the  50  States 
and  Territories. 

As  I  mentioned  previously,  the  National  Council's  primary  con- 
cern is  the  prevention  of  secondary  disabilities,  in  that  most  of  the 
people  we  represent  already  have  some  type  of  disability. 

The  National  Council  recognizes  that  there  tends  to  be  a  large 
amount  of  misunderstanding  among  many  of  the  disability-related 
groups  regarding  secondary  prevention.  Therefore,  we  suggest  that 
one  way  to  address  this  issue  is  to  have  one  of  the  States  develop  a 
model  program  on  the  prevention  of  secondary  disabilities  which 
can  then  be  replicated  in  other  States. 

The  National  Council  continues  to  enjoy  a  cooperative  working 
relationship  with  the  Centers  for  Disease  Control.  The  National 
Council  is  cosponsoring  a  National  Conference  on  the  Prevention  of 
Primary  and  Secondary  Disabilities,  with  the  Centers  for  Disease 
Control  and  the  Minority  Health  Professions  Foundation,  with  sup- 
port from  NIDRR,  which  will  be  held  in  June  of  this  year  in  Atlan- 
ta. 

This  conference  will  focus  on  the  prevention  of  chronic  disabil- 
ities, birth  defects  and  developmental  disabilities,  injuries  and  the 
quality  of  life.  These  four  working  papers  will  serve  as  the  basis  for 
the  development  of  a  national  plan  for  the  prevention  of  disabil- 
ities, as  recommended  by  the  National  Council  in  its  report, 
"Toward  Independence." 

PERSONAL  ASSISTANCE  SERVICES 

Another  priority  of  the  National  Council  is  the  financing  and 
provision  of  personal  assistance  services  for  persons  with  disabil- 
ities. We  are  concerned  that  for  many  people  with  disabilities,  the 
Americans  with  Disabilities  Act,  called  the  ADA,  will  be  only  mere 
words  without  personal  assistance  services,  such  as  readers,  inter- 
preters and  attendants. 

The  National  Council  made  recommendations  pertaining  to  this 
critical  need  in  its  report,  "Toward  Independence",  and  we  have 
continued  to  focus  on  this  area  of  critical  need  for  people  with  dis- 
abilities. 

The  National  Council  recently  held  a  hearing  on  this  issue,  and 
we  are  in  the  process  of  developing  a  report  with  recommendations 
that  will  be  submitted  to  the  Congress  and  the  President. 

HEALTH  INSURANCE 

Health  insurance  is  of  major  concern  to  the  Council,  and  we  have 
initiated  an  18-month  study  in  this  area.  People  with  disabilities 
and  their  families  face  many  barriers  in  the  provision  of  health  in- 
surance, based  upon  the  notion  of  pre-existing  conditions.  The  Na- 
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tional  Council  study  will  address  this  issue  and  others  related  to 
this  problem. 

REHABILITATION  ACT  OF  1973 

As  you  know,  our  enabling  legislation,  the  Rehabilitation  Act  of 
1973,  is  coming  up  for  reauthorization.  The  National  Council  has 
conducted  two  national  hearings  on  this  subject,  and  will  shortly  be 
sending  Congress  a  report  of  its  recommendations. 

The  National  Council  heard  from  people  with  disabilities,  family 
members,  governmental  officials,  educators,  service  providers,  and 
advocates.  We  received  recommendations  on  how  this  Act  can 
better  serve  people  with  disabilities.  We  found  that  there  is  a  tre- 
mendous amount  of  interest  in  this  Act,  and  individuals  are  taking 
the  reauthorization  very  seriously  in  that  they  see  this  as  an  oppor- 
tunity to  make  changes. 

Mr.  Chairman,  the  National  Council  looks  forward  to  working 
with  you  and  your  committee  on  the  reauthorization  of  this  most 
worthwhile  piece  of  legislation. 

MINORITIES  WITH  DISABILITIES 

The  Council  is  happy  to  report  that  we  signed  an  interagency 
agreement  with  the  Indian  Health  Service  in  order  to  begin  to  look 
at  the  unique  problems  faced  by  Native  Americans  and  Native 
Alaskans  with  disabilities  in  this  country. 

The  National  Council  continues  to  be  concerned  about  other  mi- 
norities with  disabilities,  as  well  as  individuals  living  in  rural 
areas.  Last  June,  I  had  the  opportunity  to  visit  and  experience 
first-hand  the  Head  Start  program  in  the  Watts  section  of  Los  An- 
geles. This  Head  Start  program,  which  is  sponsored  by  the  Drew 
Foundation  of  the  Drew  Medical  School,  is  one  of  the  largest  in  the 
country,  and  they  are  doing  an  excellent  job  of  integrating  students 
with  disabilities  into  the  classroom  setting. 

In  addition,  the  National  Council,  in  conjunction  with  the  Minor- 
ity Health  Professions  Foundation,  will  be  sponsoring  a  conference 
on  critical  issues,  such  as  education  and  employment,  that  face  mi- 
norities with  disabilities,  next  spring. 

AMERICANS  WITH  DISABILITIES  ACT 

On  July  26th,  1990,  President  Bush  signed  the  Americans  with 
Disabilities  Act  into  law.  The  members  of  the  Council  and  I  would 
like  to  thank  the  House  of  Representatives  for  its  tremendous  ef- 
forts on  behalf  of  this  landmark  piece  of  civil  rights  legislation, 
which  the  Council  originally  drafted  back  in  1987. 

In  the  ADA,  the  National  Council  is  directed  to  conduct  a  study 
on  wilderness  accessibility.  Funds  were  not  allocated.  However,  the 
Council  has  begun  to  look  at  this  issue  with  a  hearing  last  August, 
and  we  have  undertaken  a  preliminary  study  in  this  area. 

The  National  Council  appreciates  the  $200,000  we  received  from 
Congress  to  undertake  technical  assistance  activities  related  to  the 
Americans  with  Disabilities  Act.  As  this  committee  knows,  a  law  of 
the  magnitude  of  this  one  requires  a  considerable  and  sustained 
technical  assistance  effort. 
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ADA  WATCH 

As  the  originators  of  the  law,  we  share  with  this  committee  a 
special  commitment  to  ensuring  that  the  long-overdue  promises 
made  by  this  law  become  reality  in  every  corner  of  this  country. 
Towards  this  end,  we  have  initiated  an  activity  we  are  calling  the 
ADA  Watch.  The  idea  of  an  ADA  Watch  came  from  the  Human 
Rights  Watches  now  functioning  all  over  the  world.  These  watches 
monitor  human  rights  on  all  continents,  and  they  regularly  provide 
information  about  the  status  of  human  rights  to  the  public,  fre- 
quently testifying  before  Congress. 

The  National  Council  particularly  likes  this  idea,  since  there 
really  is  no  one  entity  looking  over  the  implementation  of  the 
ADA.  As  you  know,  the  law  is  being  administered  by  four  different 
agencies  and  is  in  the  jurisdiction  of  five  Congressional  committees, 
four  in  the  House  and  one  in  the  Senate. 

The  goal  of  our  watch  is  to  keep  a  public  focus  on  issues  and  reg- 
ularly provide  accurate  information  about  those  issues.  While  the 
traditional  Human  Rights  Watch  examines  only  violations,  the 
ADA  Watch  will  examine  the  entire  spectrum  of  implementation  of 
the  law. 

The  ADA  Watch  will  keep  a  spotlight  focused  on  how  ADA  is 
being  implemented,  especially  how  it  is  empowering  persons  with 
disabilities.  The  ADA  Watch  will  examine  the  various  ways  in 
which  business  and  industry  are  implementing  the  law,  with  a  spe- 
cial focus  on  the  creative  solutions  which  will  be  integrated  in  vari- 
ous settings. 

The  ADA  Watch  will  provide  a  forum  for  persons  with  disabil- 
ities to  tell  their  individual  stories  of  the  impact  the  law  has  had 
on  their  lives.  The  ADA  Watch  will  accomplish  these  goals  by  en- 
gaging in  a  series  of  activities,  including  site  visits,  hearings  and 
discussions  with  people  around  the  country. 

It  is  our  intention  to  issue  the  first  report  to  Congress  and  the 
President  on  July  26th,  1992,  and  every  year  after  as  a  commemo- 
ration of  the  signing  of  ADA.  The  watch  will  issue  reports  to  the 
Congress  and  the  President  describing  the  progress  in  implementa- 
tion of  the  Americans  with  Disabilities  Act. 

One  of  the  most  significant  aspects  of  a  watch  is  that  it  is  sus- 
tained over  time.  We  are  told  that  watches  which  are  attempted  in 
a  quick  fix,  one-shot  fashion  are  doomed  to  failure.  Sustaining  this 
watch  over  time  will  be  critical,  if  it  is  to  be  effective. 

We  will  keep  vigil  and  we  will  report  on  how  the  country  is  pro- 
gressing toward  the  goals  of  equal  opportunity,  full  participation, 
independence  and  economic  self-sufficiency  for  persons  with  disabil- 
ities. 
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CLOSING  COMMENTS 

Finally,  Mr.  Chairman,  we  at  the  National  Council  appreciate 
the  support  of  the  members  of  the  subcommittee,  and  with  your 
continued  support,  the  National  Council  will  continue  to  pursue 
vigorously  its  goal  of  independence  for  all  Americans  with  disabil- 
ities. 

Thank  you  very  much.  And  we  will  be  happy  to  answer  any  ques- 
tions. 

[The  statement  of  Ms.  Parrino  follows:] 
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Good  afternoon,  Mr.  Chairman  and  distinguished  Members  of  the 
Subcommittee . 

I  am  Sandra  Swift  Parrino,  Chairperson  of  the  National  Council 
on  Disability.  Accompanying  me  today  are:  John  Gannon,  National 
Council  member  from  Washington,  D.C.  John  is  the  Chairperson  of 
the  National  Council's  Health  Insurance  Committee.  Also 
accompanying  me  are  Vice  Chair  of  the  Council,  Kent  Waldrep,  and 
Ethel  Briggs,  Executive  Director.  I  am  pleased  to  come  before  you 
today  to  discuss  the  current  and  future  activities  of  the  National 
Council  and  to  solicit  your  continued  support  for  our  agency. 

History  was  made  on  July  26,  1990,  when  President  Bush  signed 
into  law  the  Americans  with  Disabilities  Act  (ADA).  I  would  like 
to  thank  the  Members  of  this  Subcommittee  under  the  leadership  of 
Chairman  Natcher  for  their  hard  work  and  dedication  in  support  of 
the  ADA.  It  is  because  of  you,  people  with  disabilities  have  now 
begun  to  live  fuller  lives  --  lives  filled  with  independence  and 
dignity. 

The  National  Council  on  Disability  is  proud  to  have 
recommended  a  comprehensive  civil  rights  act  for  people  with 
disabilities  in  Toward  Independence,  our  first  report  to  the 
Congress.  We  are  also  aware  that  the  implementation  of  this  Act 
will  require  tremendous  amounts  of  time  and  energy.  Sitting  here 
before  you  today,  I  can  tell  you  that  the  National  Council  on 
Disability,  with  your  support,  will  continue  making  public  policy 
recommendations  which  will  impact  on  the  lives  of  people  with 
disabilities. 
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As  you  are  aware,  the  National  Council  is  an  independent 
federal  agency  responsible  for  reviewing  all  laws,  programs,  and 
policies  of  the  Federal  Government  and  making  such  recommendations 
as  it  deems  necessary  to  the  President  and  the  Congress.  There  are 
several  federal  agencies  that  have  the  responsibility  for 
administering  programs  which  serve  children  and  adults  with 
disabilities.  However,  the  National  Council  on  Disability  is  the 
only  federal  agency  mandated  by  Congress  to  address,  analyze,  and 
make  recommendations  on  all  issues  of  public  policy  which  affect 
persons  with  disabilities.  The  National  Council  is  also  charged 
with  reviewing  general  policies  and  research  priorities  of  the 
National  Institute  on  Disability  and  Rehabilitation  Research  and 
for  providing  guidance  to  the  President 1 s  Committee  on  Employment 
of  People  with  Disabilities. 

The  National  Council  continues  to  shape  public  policy  for 
people  with  disabilities  in  education,  technology,  health,  of 
primary  and  secondary  disabilities,  education  employment  and 
research. 

In  Fiscal  Year  1991,  the  National  Council  received 
approximately  $1.5  million  to  conduct  its  operations  and 
activities.  For  Fiscal  Year  1992,  the  National  Council  is 
requesting  approximately  $1.7  million  to  fulfill  our  Congressional 
mandate. 

I  would  like  to  thank  the  Members  of  the  Subcommittee  for 
making  these  funds  available  to  us,    and  ask  for  your  continued 
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support  and  funding  of  special  initiatives  which  are  identified  by 
the  National  Council. 

Now,  I  would  like  to  highlight  the  accomplishments  of  the 
National  Council  on  Disability  in  FY  90,  our  current  plans  for  FY 
1991  and  then  outline  our  plans  for  FY  1992. 

ACCOMPLISHMENTS  DURING  FY  90 

During  FY  1990,  the  National  Council  successfully  completed  a 
number  of  important  initiatives  which  positively  affected  the  lives 
of  people  with  disabilities  and  their  families.     They  are: 

♦  The  National  Council  on  Disability  supported  the  passage  and 
enactment  of  the  Americans  with  Disabilities  Act  (P.L.  101- 
336),  which  we  originated  and  developed. 

♦  Responded  to  the  needs  and  concerns  of  individuals  with 
disabilities  by  conducting  meetings,  hearings  and  forums  on 
issues  such  as:  Social  Security  and  Disincentives  to 
Employment;  The  Special  Problems  Facing  Persons  with 
Disabilities  and  Families  Living  on  Islands  Away  from  the 
Mainland;  Infants  at  Risk;  Employment  Tomorrow:  Opportunities 
for  People  with  Disabilities;  Wilderness  Accessibility;  and 
the  reauthorization  of  the  Rehabilitation  Act  of  1973,  as 
amended . 

♦  Initiated  studies  on:  the  financing  of  assistive  technology 
for  individuals  with  disabilities;  health  insurance  and 
health-related    services;     and    an    assessment    of  special 
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education  and  the  impact  of  elementary  and  secondary  education 
programs  and  special  services  for  children  with  disabilities. 

♦  Held  four  Congressional  mandated  meetings  of  the  National 
Council . 

♦  Signed  an  Interagency  Agreement  with  Indian  Health  Service  in 
order  to  begin  to  look  at  the  unique  problems  of  Native 
Americans  with  disabilities. 

♦  Supported  the  introduction  of  the  Disabilities  Prevention  Act 
of  1990,  which  had  been  drafted  by  the  National  Council. 

♦  Began  planning  for  the  first  National  Conference  on  the 
Prevention  of  Primary  and  Secondary  Disabilities,  which  is 
being  sponsored  by  the  National  Council,  the  Centers  for 
Disease  Control  and  the  Minority  Health  Professionals  and 
scheduled  for  June  of  1991  in  Atlanta,  Georgia. 

♦  Pursuant  to  its  ongoing  statutory  mandate  to  establish  general 
policy  for,  and  review  the  operations  of,  the  National 
Institute  on  Disability  and  Rehabilitation  Research  (NIDRR), 
the  National  Council  had  meetings  with  the  Director  of  NIDRR 
to  discuss  the  continued  development  of  the  NIDRR  five-year 
plan  and  areas  of  concern  to  the  National  Council. 

♦  Mandated  in  the  1986  Rehabilitation  Amendments  to  establish 
general  policies  for  the  President ' s  Committee  on  Employment 
of  People  with  Disabilities,  the  National  Council  met 
regularly  with  the  President's  Committee  to  fulfill  this 
Congressional  requirement. 
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♦  Participated  in  a  wide  array  of  interagency  committees 
enabling  the  National  Council  to  keep  abreast  of  activities  in 
the  Federal  Government,  as  well  as  keeping  others  informed  of 
the  National  Council's  activities.  Membership  on  the 
Interagency  Committee  on  Handicapped  Research,  the  Federal 
Agency  Council,  the  Federal  Task  Force  on  Disability,  and  the 
Interagency  Committee  on  Developmental  Disabilities  reflect 
this  policy. 

♦  In  order  for  the  disability  community  and  others  to  know  more 
about  the  activities  of  the  National  Council,  circulation  of 
our  newsletter  FOCUS,  continued  to  expand.  The  newsletter 
continues  to  be  a  vehicle  for  communication  and  helps  the 
National  Council  solicit  input  regarding  its  activities  and 
policy  development. 

♦  The  National  Council's  special  report  for  1990  will  focus  on 
the  historical  perspective  of  the  Americans  with  Disabilities 
Act. 

PLANNED  ACTIVITIES  SUMMARY  FOR  FY  1991 

During  the  1991  Fiscal  Year,  the  National  Council  will 
continue  its  follow-up  and  monitoring  activities  pursuant  to  the 
Congressional  mandate  to  assess  progress  made  on  each  of  the  45 
legislative  recommendations  in  its  1986  report,  Toward 
Independence.    The  National  Council  plans  to  focus  on  the  status  of 
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the  implementation  of  the  Americans  with  Disabilities  Act  in  the 
1991  special  report. 

The  National  Council  will  continue  to  address  its  statutory 
responsibilities  to  establish  general  policies  for  the  National 
Institute  on  Disability  and  Rehabilitation  Research  and  the 
President's  Committee  on  Employment  of  People  with  Disabilities,  as 
well  as  provide  recommendations  and  advice  to  the  Commissioner  of 
the  Rehabilitation  Services  Administration. 

To  assure  coordination  of  programs  and  services  affecting 
people  with  disabilities,  the  National  Council  will  continue  its 
participation  in  such  initiatives  as  the  Interagency  Committee  on 
Handicapped  Research,  the  Federal  Agency  Council,  the  Federal  Task 
Force  on  Disabled  Persons,  and  other  similar  coordinating  bodies. 

Input  from  consumers  is  critical  to  the  National  Council ' s 
process  of  policy  development.  As  in  the  past,  input  will  be 
solicited  at  consumer  forums.  Forums  will  be  held  on  the  following 
topics  during  this  fiscal  year:  the  development  of  a  National 
Employment  Policy  for  Persons  with  Disabilities;  reauthorization  of 
the  Rehabilitation  Act;  Personal  Assistance  Services;  Technology 
and  the  Funding  of  Assistive  Devices;  Health  Insurance  and, 
Wilderness  Accessibility. 

The  National  Council  will  continue  its  ongoing  initiatives  in 
such  areas  as:  health  insurance,  personal  assistance  services, 
prevention,  technical  assistance  on  the  Americans  with  Disabilities 
Act,  employment,  education  and  disability  related  research.  The 
National  Council  will  contract  three  major  studies  in  the  areas  of 
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the  education  of  students  with  disabilities,  health  insurance,  and 
the  financing  of  assistive  technological  services  and  devices 
during  this  fiscal  year,  which  is  mandated  by  Title  II  of  the 
Technology-Related  Assistance  for  Individuals  with  Disabilities  Act 
of  1988. 

The  National  Council  is  continuing  its  technical  assistance 
activities  related  to  the  Americans  with  Disabilities  Act.  As  this 
Committee  well  knows,  a  law  of  the  magnitude  of  this  one  requires 
a  considerable  and  sustained  technical  assistance  effort.  As  the 
originators  of  the  law,  we  share  with  this  Committee  a  special 
commitment  to  ensuring  that  the  long  overdue  promises  made  by  this 
law  become  reality  in  every  corner  of  this  country.  Toward  this 
end,  we  have  initiated  an  activity  we  are  calling  "ADA  Watch. " 
Modeled  after  human  rights  watches  now  operating  over  the  world, 
the  "ADA  Watch"  will  do  exactly  what  its  name  implies:  Watch- -watch 
as  the  law  is  implemented — watch  as  persons  with  disabilities- - 
watch  as  federal  agencies  issue  regulations  and  monitor  compliance 
with  the  law.  We  will  watch  and  we  will  report  what  we  see.  We 
will  shine  a  spotlight  on  the  people  affected  by  this  law;  we  will 
keep  vigil  and  we  will  report  how  we  are  progressing  toward  the 
goals  of  equal  opportunity,  full  participation,  independence  and 
economic  self-sufficiency  for  people  with  disabilities. 

In  an  effort  to  continue  to  focus  on  the  prevention  of 
primary  and  secondary  disabilities,  the  National  Council  will 
cosponsor  with  the  Centers  for  Disease  Control  the  first  national 
conference  on  the  prevention  of  disabilities.  The  conference  will 
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focus  on  four  working  papers  in  the  following  areas:  quality  of 
life;  birth  defects  and  developmental  disabilities;  chronic 
conditions  and  injuries.  This  national  conference  will  serve  as 
the  basis  for  the  development  of  a  national  plan  for  the  prevention 
of  primary  and  secondary  disabilities.  You  might  recall,  that  the 
National  Council  first  recommended  this  plan  in  its  1986  special 
report ,  Toward  Independence . 

The  National  Council  continues  to  work  with  the  Centers  for 
Disease  Control  on  the  prevention  initiative.  The  National  Council 
focus  continues  to  be  on  the  prevention  of  secondary  disabilities. 
For  the  most  part,  most  of  the  people  we  represent  already  have 
disabilities,  and  we  are  interested  in  the  prevention  of  secondary 
complications . 

The  National  Council  plans  to  conduct  four  meetings  during 
the  fiscal  year  as  required  by  statute.  In  addition,  the  National 
Council  will  continue  to  publish  its  quarterly  newsletter  FOCUS  to 
share  information  regarding  activities  of  the  National  Council  on 
Disability  and  to  request  input  regarding  the  National  Council's 
activities  and  policy  development. 

The  National  Council  on  Disability's  authorizing  statute,  the 
Rehabilitation  Act  of  1973,  is  scheduled  to  expire  on  September  30, 
1991.  The  National  Council  will  be  submitting  its  reauthorization 
proposals  to  Congress  together  with  the  Administration's  proposals 
for  revising  and  extending  the  other  authorities  under  the  Act. 
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PLANNED  ACTIVITIES  SUMMARY  FOR  FISCAL  YEAR  1992 

During  the  1992  Fiscal  Year,  the  National  Council  will 
continue  its  follow-up  and  monitoring  activities  pursuant  to  the 
Congressional  mandate  to  assess  progress  made  on  each  of  the  45 
legislative  recommendations  in  its  1986  special  report,  Toward 
Independence.  The  1992  report  may  contain  data  on  such  subjects  as 
the  economics  of  disability,  employment,  personal  assistance, 
technological  devices  and  services  for  person  with  disabilities  and 
prevention. 

The  National  Council  will  continue  to  address  its  statutory 
responsibilities  to  establish  general  policies  for  the  National 
Institute  on  Disability  and  Rehabilitation  Research  and  the 
President's  Committee  on  Employment  of  People  with  Disabilities,  as 
well  as  provide  recommendations  and  advice  to  the  Commissioner  of 
the  Rehabilitation  Services  Administration. 

The  National  Council  plans  to  hold  four  quarterly  meetings. 
In  order  to  receive  input  from  consumers,  the  National  Council  will 
sponsor  forums  on  key  issues  of  concern  to  persons  with 
disabilities  such  as:  technological  aids  and  devices  for  persons 
with  disabilities;  prevention  of  primary  and  secondary 
disabilities;  personal  assistance  services;  health  insurance; 
education;  and,  employment.  Specific  technical  information  will 
also  be  solicited  on  an  individual  basis  from  the  National 
Council's  advisors.    The  National  Council  will  continue  to  focus  on 
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minorities  with  disabilities  including  Native  Americans  and  people 
with  disabilities  in  rural  areas. 

Major  activities  for  Fiscal  Year  1992  include  the  following: 

♦  Continuation  of  the  National  Council's  initiatives  in  the 
following  areas:  prevention;  employment;  technical  assistance 
on  the  Americans  with  Disabilities  Act;  wilderness 
accessibility;  personal  assistance;  health  insurance; 
education,  and  technology. 

♦  The  National  Council  is  planning  to  sponsor  in  conjunction 
with  the  United  Nations  an  international  conference  on 
technology. 

♦  To  assure  coordination  of  programs  and  services  affecting 
people  with  disabilities,  the  National  Council  will  continue 
its  participation  in  such  initiatives  as  the  Interagency 
Committee  on  Handicapped  Research,  the  Federal  Agency  Council, 
the  Federal  Task  Force  on  Disabled  Persons,  and  other  similar 
coordinating  bodies. 

♦  The  National  Council  will  continue  to  publish  its  quarterly 
newsletter  FOCUS  to  share  information  regarding  activities  of 
the  National  Council  on  Disability  and  to  request  input 
regarding  its  activities  and  the  development  of  disability 
policy. 

Thank  you  for  the  opportunity  to  testify  before  the 
Subcommittee.     I  would  be  pleased  to  answer  any  questions. 

#  #  # 
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An  Independent 
Federal  Agency 


Sandra  Swift  Parrino 


As  the  Chairperson  of  the  National  Council  on 
Disability,  Sandra  Swift  Parrino  has  played  an  active 
role  on  key  issues  affecting  individuals  with 
disabilities.  Nominated  by  President  Reagan  in  1982, 
appointed  Chairperson  by  the  President  in  1983,  and  with 
her  reappointment  by  President  Bush,  Mrs.  Parrino  has 
supported  the  rights  of  people  with  disabilities  with 
the  Federal  Government,  before  Congress,  in  the  media, 
and  in  front  of  countless  groups  nationwide.  Under  her 
leadership,  the  National  Council  is  a  driving  force  for 
disability  concerns  with  respect  to  public  policies  that 
affect  the  Nation's  people  with  disabilities. 

During  Mrs.  Parrino' s  tenure  as  Chairperson,  the 
National  Council  has:  worked  toward  the  creation  and 
enactment  of  legislation  for  individuals  with 
disabilities;  issued  a  policy  statement  entitled 
"National  Policy  for  Persons  with  Disabilities;" 
convened  a  series  of  hearings  around  the  country  to 
solicit  comments  and  recommendations  from  people  with 
disabilities  regarding  the  discrimination  they  race  frortr 
day  to  day;  issued  a  major  report  to  the  President  and 
Congress  entitled  Toward  Independence,  which  outlined 
the  key  components  required  for  a  comprehensive  civil 
rights  legislation  protecting  persons  with  disabilities; 
and,  issued  On  the  Threshold  of  Independence,  a  report 
that  outlined"  the  specifics  of  the  Americans  With 
Disabilities  Act. 

Before  being  named  Chairperson,  Mrs.  Parrino  was  the 
founder  and  director  of  the  Office  for  the  Disabled, 
Towns  of  Ossining  and  Briarcliff  Manor,  New  York,  where 
she  created  a  regional  program  for  public  and  private 
organizations  which  focused  attention  on  facilities  and 
programs  available  for  people  with  disabilities. 

Additionally,    Mrs.    Parrino    has    more    than    25  years 
experience    serving   on   boards,    councils,  commissions, 
committees  and  task  forces  at  the  federal,  state, 
regional     and    local     levels     as    an    expert  witness, 
community  leader,  organizer  and  planner,   and  lobbyist. 
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In  1989  Mrs.  Parrino  returned  from  Helsinki,  Finland, 
where  she  had  been  invited  by  the  Department  of  State  to 
participate  in  The  Meeting  of  Experts  on  Alternative 
Ways  to  Mark  the  End  of  the  United  Nations  Decade  of 
Disabled  Persons.  She  also  served  as  an  American 
representative  to  the  United  Nations  and  UNICEF  for  the 
International  Year  of  Disabled  Persons. 

Sandra  Swift  Parrino  graduated  from  Briarcliff  College 
with  an  B.A.  in  History,  and  completed  courses  at 
Bennett  College,  GuildHall  School  in  London,  and  the 
Yale  School  of  Languages. 

Mrs.  Parrino  is  married  and  has  three  children,  two  with 
disabilities.  She  resides  in  Briarcliff  Manor,  New  York 
and  was  born  in  New  Haven,  Connecticut. 
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Mr.  Obey.  Thank  you  very  much. 

Could  you  explain  to  me  how  your  activities  relating  to  those  in 
handicapped  research,  the  Federal  Task  Force  on  Disability,  the 
Interagency  Committee  on  Developmental  Disabilities,  and  other 
interagency  committees,  national  research  bodies? 

How  are  you  unique  among  those  agencies,  and  is  there  substan- 
tial overlap  of  the  activities? 

Ms.  Parrino.  I  would  like  to  ask  Kent  Waldrep,  who  is  the 
Chairperson  of  our  Research  Committee,  to  respond. 

Mr.  Waldrep.  Within  the  Council's  own  Congressional  mandate, 
we  have  policy  directives  with  regard  to  the  National  Institute  on 
Disability  and  Rehabilitation  Research.  That  is  a  relationship  that 
is  presently  very  strong  with  its  current  Director,  and  it  is  a  rela- 
tionship that  enables  the  Council  to  be  involved  and  to  be  informed 
about  other  disability  research  and  rehabilitation  research  taking 
place  among  some  37  different  Federal  agencies,  of  which  you 
named  several  different  coordinating  councils. 

NIDRR  itself  has  responsibility  for  the  Interagency  Council  on 
Research,  and  through  that  then  certainly  the  Council  is  aware  of 
other  efforts,  and  is  quite  frankly  aware  of  some  duplication  of 
effort  which  does  exist. 
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We  mentioned  in  our  1986  report,  Toward  Independence,  the 
fact  that  we  felt  there  was  probably  an  opportunity  for  some  co- 
ordination and  some  consolidation  of  effort  at  some  time  in  the 
future. 

And  this  is  still  an  initiative  that  the  Council  would  like  to  take 
a  look  at.  To  summarize,  the  Council,  in  its  legislative  mandate, 
has  really  the  only  policy-making  authority  with  regard  to  disabil- 
ity, while  the  other  agencies  and  councils  that  you  mentioned  may 
handle  one  piece  of  the  pie.  For  the  most  part,  they  administer  pro- 
grams and  do  not  formulate  policy. 

Mr.  Obey.  If  you  could,  for  the  record,  please  expand  on  your 
comments.  Describe  some  of  the  duplication  which  you  said  you 
noted,  we  would  appreciate  it. 

[The  information  follows:] 

Mr.  Waldrep.  In  the  National  Council  on  Disability  report,  Toward  Independence, 
the  Council  observed  that  there  were  "complexities,  inconsistencies  and  fragmenta- 
tion" in  the  various  federal  programs  that  serve  people  with  disabilities.  The  Na- 
tional Council  went  on  to  suggest  ways  in  which  federal  laws  and  programs  could  be 
redirected  towards  the  goals  of  assuring  equal  opportunity  and  promoting  indep- 
dence  for  Americans  with  disabilities. 

The  National  Council  included  in  Toward  Independence  a  chart  that  illustrated 
the  sixty  plus  programs  that  related  to  people  with  disabilities.  Additionally,  one  of 
the  priority  areas  of  the  report  is  devoted  to  the  area  of  coordination. 

The  National  Council  recommended  that  all  federal  and  federally  supported  dis- 
ability-related programs  be  authorized  and  required  to  develop  a  joint  plan  for  the 
systematic  coordination  of  services  and  benefits. 

Presently  the  National  Council  is  focusing  on  this  area  in  terms  of  how  programs 
can  be  coordinated  or  consolidated  to  better  serve  people  with  disabilities. 

AMERICANS  WITH  DISABILITIES  ACT 

Mr.  Obey.  Your  statement  indicates  that  you  originated  and  de- 
veloped the  Americans  with  Disabilities  legislation  that  was  en- 
acted last  year.  I  know  Mr.  Hoyer  was  very  active  in  seeing  that 
through  to  fruition. 
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What  input  and  participation  did  you  receive  from  other  organi- 
zations? 

Mr.  Waldrep.  I  might  begin  the  dialogue  by  saying  that  the 
whole  process  of  the  Americans  with  Disabilities  Act  was  a  model 
of  grass-roots  participation.  The  Council,  in  fact,  during  its  first  dis- 
cussions concerning  the  possibility  of  creating  a  comprehensive 
piece  of  legislation,  went  to  communities  in  all  50  States  to  get 
input  directly  from  persons  with  disabilities  who  were  living  with 
problems  that  were  the  result  of  not  having  services,  not  having 
access  to  services  that  were  available,  or  simply  not  aware  of  serv- 
ices that  were  available. 

So,  the  Council,  in  formulating  the  foundation  for  the  Americans 
with  Disabilities  Act,  first  went  around  the  country  to  gain  the  par- 
ticipation of  persons  with  disabilities  who  were  living  with  prob- 
lems across  the  country. 

I  might  ask  our  Chairperson  to  further  elaborate  on  that. 

Ms.  Parrino.  Well,  I  think  something  that  many  people  don't 
know  is  that  back  in  1983-1984,  we  published  our  first  National 
Policy  on  Disability  paper,  where  we  suggested  that  there  was 
overt  discrimination  going  on  in  the  United  States.  People  with  dis- 
abilities were  suffering  from  discrimination,  and  we  suggested 
there  be  an  amendment  to  the  Constitution  to  deal  with  it. 

Eventually,  we  realized  that  might  not  be  the  best  way  to  go,  and 
then  in  1985-1986,  we  suggested  that  there  be  a  piece  of  legislation 
specifically  to  address  the  problems  of  discrimination.  It  was  sug- 
gested many  times  that  it  be  a  less  than  comprehensive  piece  of 
legislation,  that  maybe  it  could  be  a  stepping  stone  or  a  building 
block,  and  that  we  might  do  one  piece  and  then  another  piece. 

The  Council  never  considered  that  at  all,  because  we  felt  that  it 
had  to  be  comprehensive.  You  are  either  equal  or  you  are  not 
equal,  and  we  moved  on  from  there. 

I  think  that  the  Council  was  very  active  in  the  very  beginning  in 
writing  the  first  draft  of  the  bill.  We  worked  directly  with  Senator 
Weicker  at  that  point,  and  then,  of  course,  with  Congressman 
Coelho.  Those  were  the  first  two  people  the  Council  approached, 
one  on  each  side,  and  one  from  each  party. 

We  were  trying  to  be  very  bipartisan  about  it.  Actually,  once  it 
came  into  Congress,  it  was  out  of  our  hands  and  it  was  pretty  much 
then  something  that  you  all  carried  forward  and,  of  course,  Con- 
gressman Hoyer,  particularly  after  Congressman  Coelho  left,  cer- 
tainly had  a  leading  role. 

Mr.  Obey.  Let  me  ask  just  two  other  questions,  and  ask  Mr. 
Hoyer  for  any  questions. 

Could  you  outline  for  the  committee  the  most  important  provi- 
sions of  the  Act,  and  the  significant  implementation  dates? 

Mr.  Gannon.  I  find  it  very  difficult  to  pick  out  the  most  impor- 
tant, because  it  does  address  transportation,  employment,  educa- 
tion. 

Mr.  Hoyer.  Public  accommodations. 

Mr.  Gannon.  To  pinpoint  one  over  the  other,  I  find  it  difficult. 
But  the  Act  in  the  whole  broad  sense,  was  very  well-done  and  did 
bring  the  disabled  community  into  becoming  first-class  citizens.  I 
hope  they  will  continue. 

Mr.  Hoyer.  Mr.  Gannon,  would  you  yield? 
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Mr.  Gannon.  Yes,  sir. 

Mr.  Hoyer.  David,  if  I  could  answer  the  question.  I  think  prob- 
ably the  most  important  statement  in  the  Act,  that  saying  to  some- 
body with  a  disability  that  you  can't  do  something  because  you 
have  a  disability  is  illegal.  Because  somebody  is  a  woman  or  black 
or  some  other  national  origin,  you  can't  arbitrarily  discriminate 
against  them.  Saying  the  same  thing  to  those  that  have  disabilities 
is  the  guts  of  the  ADA.  The  rest  is  the  application. 

Ms.  Parrino.  I  think  I  would  agree  with  that.  I  have  a  25  year 
old  son  who  is  severely  disabled,  who  has  been  in  a  wheelchair  for 
24  years.  Before  ADA,  it  was  legal  for  a  maitre'd  or  a  person 
owning  a  restaurant  to  say  to  him,  "You  can't  come  in  here,  it  may 
upset  the  other  patrons."  That  was  legal.  That  is  the  sort  of  thing 
that  you  were  talking  about,  Congressman  Hoyer,  that  was  unac- 
ceptable. 

It  is  interesting  that  our  office  is  being  deluged  with  requests 
from  around  the  world  asking  about  this  Act.  Even  countries  like 
England  don't  quite  know  how  to  go  about  it.  Yet,  we  have  a  histo- 
ry of  civil  rights  that  I  guess  we  were  able  to  build  upon,  and  we 
had  that  example  set  before  us  back  in  the  sixties. 

It  was  helpful. 

Mr.  Waldrep.  I  might  add,  you  ask  about  significant  dates  that 
are  coming  up,  the  first  significant  date  is  January  26th  of  1992, 
when  several  of  the  accessibility  provisions  within  ADA  come  into 
effect. 

In  the  private  sector,  I  have  been  working  with  a  number  of  com- 
panies, and  have  gotten  a  lot  of  input.  I  think  that  somewhat  sur- 
prisingly, many  companies  have  waited  rather  late  to  get  involved 
in  the  regulation  process. 

ADA  REGULATIONS 

Mr.  Obey.  That  is  my  next  question.  What  agencies  have  respon- 
sibility for  developing  the  regulations,  and  are  they  on  schedule 
with  the  deadlines  required  in  the  law? 

Mr.  Waldrep.  Fortunately,  they  are  on  schedule.  There  is  only 
one  set  of  regs  that  are  currently  behind  schedule.  We  have  the 
EEOC  regs,  Department  of  Transportation,  Department  of  Justice, 
and  the  Architectural  and  Transportation  Compliance  Board.  FCC 
is  left. 

For  the  most  part,  this  has  been  a  very  excellent  process  that  the 
agencies  have  gone  through  with  regard  to  their  public  hearings  in 
giving  the  opportunity  for  public  input.  It  has  been  surprising  how 
really  small  the  input  from  the  private  sector  has  been  until  just 
recently,  when  here  at  the  end  of  April,  most  of  these  regulations 
that  have  been  promulgated,  the  hearings  periods  ran  out. 

We  had  a  rush  of  companies  here  at  the  end  that  did  provide 
comments.  I  think  the  first  date  of  January  26th,  where  existing 
public  facilities  that  interface  in  a  variety  of  activities  spelled  out 
within  ADA  must  be  accessible  is,  you  know,  only  about  seven  or 
eight  months  away.  Folks  are  starting  to  look  at  what  types  of  ren- 
ovations they  are  going  to  have  to  make  to  comply. 

Mr.  Obey.  Mr.  Hoyer? 

Mr.  Hoyer.  Thank  you  very  much. 
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First,  let  me  congratulate  all  the  members  of  the  Council.  Ms. 
Parrino,  certainly  on  the  leadership  you  have  shown,  on  the  lobby- 
ing you  did  to  get  this  on  the  radar  screen  of  President  Reagan, 
and  then-candidate  Bush,  which  I  think  was  critical. 

And  then  the  work  that  you  did — I  think  you  were  a  little  self- 
deprecating  when  you  said,  once  it  was  introduced,  it  was  out  of 
your  hands.  Clearly,  the  hard  copy  was  out  of  your  hands,  and  we 
worked  it  through  the  legislative  process,  but  certainly  the  work 
you  continued  to  do,  you  and  the  Council,  over  the  months  this  bill 
was  under  consideration  by  the  House  and  by  the  Senate  were  crit- 
ical. 

And  the  fact  that  I  know  you  continued  to  let  Evan  Kemp  and 
Bill  Roper  and  others  know  of  your  deep  interest  in  seeing  the  bill 
pass  whole  was  critically  important. 

You  did  an  outstanding  job,  and  much  of  the  credit  for  this  legis- 
lation is  due  to  the  work  that  you  and  the  Council  did.  As  one  who 
worked  on  it,  I  know  that  to  be  the  case. 

I  am  concerned.  After  we  passed  the  Rehabilitation  Act  in  1973 — 
first  of  all,  the  regulators  weren't  nearly  as  good  in  initiating  regu- 
lations. They  have  been  pretty  good  this  time.  We  put  a  year's  time 
frame  and  we  said  this  has  to  be  met.  They  are  coming  in. 

Under  the  Rehabilitation  Act,  one  thing  President  Carter  did 
was  he  pledged  to  fund  the  effort  of  implementation  and  he  asked 
for  and  the  Congress  appropriated  in  1991  dollars  about  $508. 

There  is,  in  this  year's  budget  for  EEOC  and  the  Department  of 
Justice,  I  understand,  about  six.  Now,  have  you  had  an  opportunity 
to  review  this,  and  could  you  tell  me  if  we  have  sufficient  funds,  in 
your  view?  If  not,  what  is  your  view  with  respect  to  the  need  in 
terms  of  implementation,  because  the  worst  scenario  is  on  July 
26th,  that  the  promise  does  not  become  the  reality.  And  therefore, 
educational  efforts  and  getting  people  to  know  what  is  expected  of 
them  are  obviously  important.  I  think  most  people  want  to  comply. 

I  think  the  technology  is  there.  Public  accommodation  is  going  to 
be  a  little  more  difficult,  because  there  are  so  many  different  kinds 
of  businesses.  They  are  going  to  have  to  be  educated. 

Can  you  give  me  an  answer  in  terms  of  the  budget  we  have  in 
front  of  us?  Is  it  sufficient?  If  not,  what  do  you  think  is  sufficient?  I 
know  Senator  Harkin  is  very  concerned  about  that,  and  so  am  I. 

ADA  TECHNICAL  ASSISTANCE 

Ms.  Parrino.  He  asked  the  same  question  right  after  we  testi- 
fied. He  actually  made  a  statement  just  like  yours  back  before  the 
bill  was  signed.  He  has  had  a  concern.  Personally,  I  don't  know 
that  that  is  really  going  to  be  enough  funding  for  technical  assist- 
ance. 

We  are  not  in  a  position  to  make  a  decision  or  to  be  really  part 
of  the  plan.  We  can  have  input,  but  we  are  not  one  of  the  agencies 
making  the  critical  decisions. 

Justice  has  asked  us — and  I  am  sorry  you  weren't  here  when  we 
talked  about  what  the  Council  is  going  to  do.  We  would  be  very 
happy  to  send  you  a  description  of  the  ADA  Watch  the  Council  is 
going  to  undertake. 
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Mr.  Hoyer.  Mr.  Hemphill  just  told  me  about  the  ADA  Watch.  I 
think  that  is  an  excellent  effort.  Also,  in  terms  of  how  you  struc- 
ture it.  It  is  not  so  much  ADA  Watch  could  be  taken  by  business 
that  you  are  ready  to  pounce  on  them.  I  think  businesses  want  to 
do  what  is  right.  I  think  if  we  can  educate  them,  I  think  the  over- 
whelming majority  of  American  business  people  are  going  to 
comply. 

ADA  WATCH 

Ms.  Parrino.  Yes.  We  pointed  out  in  our  testimony  that  al- 
though most  human  rights  watches,  like  the  Helsinki  Watch  and 
the  Asia,  focus  on  violations,  we  intend  to  do  the  opposite,  to  focus 
on  successes  and  people  who  are  successfully  implementing  the 
law. 

We  have  a  great  concern  about  the  companies,  the  businesses 
who  have  the  responsibility  to  become  accessible,  universities,  shop- 
ping centers,  football  stadiums,  doctor's  offices,  and  pharmacies.  It  is 
very,  very  comprehensive. 

Also,  people  with  disabilities  should  know  how  this  law  affects 
them.  Does  it  mean  immediately  they  should  be  able  to  find  the 
buses  accessible — they  couldn't  know  the  time  lines  involved.  And 
why  isn't  my  railroad  station  accessible  next  year?  There  is  a  lot  of 
information  that  has  to  go  out. 

I  certainly  would  hope  that  would  be  done.  We  had  a  few  sugges- 
tions, but  I  guess  it  is  mainly  up  to  Justice  and  EEOC  to  decide 
what  to  do  with  that  $6,000,000.  Congress  appropriated  $200,000  for 
the  Council  to  do  technical  assistance  for  1991.  They  added  that 
into  our  budget. 

Mr.  Hoyer.  How  about  for  1992?  Do  you  have  sufficient  funds  to 
do  what  you  think  needs  to  be  done  so  the  Act  can  be  realized  and 
is  efficient? 

Ms.  Parrino.  We  don't  have  any  funding  for  1992  for  ADA  tech- 
nical assistance.  If  it  turns  out  this  ADA  Watch  is  helpful — I  mean, 
to  sort  of  use  a  slang  term,  it  is  sort  of  a  scorecard  we  thought 
would  be  good  for  Congress  and  the  Administration  to  know  what 
is  going  on  and  how  the  law  is  being  implemented.  As  you  mention, 
the  Rehabilitation  Act,  there  are  villages  all  over  this  country  who 
have  not  complied  with  504  and  maybe  never  intend  to. 

We  don't  want  to  see  that  happen  with  this  piece  of  legislation. 
We  are  willing  to  work  with  anybody  and  to  take  suggestions.  We 
came  up  with  the  idea  of  the  watch  because  we  did  not  want  to  du- 
plicate some  other  effort  that  was  already  being  done. 

We  tried  to  look  around  and  see  what  would  be  helpful  that  was 
not  already  being  undertaken  by  another  agency.  That  is  how  we 
came  up  with  the  idea  of  the  ADA  Watch.  But  we  will  have  to — as 
a  matter  of  fact,  I  mean,  we  envision  if  it  is  successful  that  there 
could  be  actually  a  Disability  Watch  in  the  country,  so  it  is  not  just 
ADA;  that  it  encompasses  all  the  legislation  and  laws,  we  have  to 
make  sure  they  are  implemented  so  people  with  disabilities  and 
children  and  families  have  much  more  independence  and  freedom 
in  their  lives. 

We  will  do  the  watch  and  we  will  hope  to  have  some  technical 
assistance  funding  for  1992  so  we  can  continue  it. 
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Mr.  Waldrep.  I  might  just  add,  that  it  is  going  to  be  critical  for 
Congress  to  look  at  this  issue  with  regard  to  implementation  and 
technical  assistance.  It  is  the  smaller  employer  that  is  going  to  be 
affected  two  years  down  the  road  that  doesn't  have  the  human  re- 
sources of  a  Fortune  500  company,  with  all  the  help  in  Washington 
that  it  needs  and  has  available  to  it  will  have  in  adjusting. 

And  it  is  really  not  the  larger  company  that  we  are  worried 
about.  Many  of  those  companies  are  already  employing  persons 
with  disabilities,  and  they  have  found  that  to  be  good  business. 

But  the  mom-and-pop  shop  with  15  employees  and  20  or  30  em- 
ployees, those  folks  have  no  idea. 

Mr.  Hoyer.  Even  with  one  or  two  employees,  in  terms  of  public 
accommodations. 

Mr.  Waldrep.  That  is  right.  When  you  are  talking  about  public 
accommodations,  then  everybody-^and  we  mentioned  facilities.  I  do 
a  lot  of  work  with  sports  people  around  the  country.  And  let  me 
tell  you,  the  coliseums  who  are  looking  at  making  5  percent  of 
their  seats  accessible  in  all  areas  of  the  stadium,  are  having  real 
difficulty  looking  at  those  issues. 

I  think  it  is  going  to  be  critical  for  Congress  to  look  at  the  imple- 
mentation and  the  technical  assistance  that  the  private  sector  is 
really  going  to  need  in  complying.  Because  you  are  right,  Congress- 
man Hoyer,  they  do  want  to  comply. 

Mr.  Hoyer.  One  more  unrelated  question.  It  is  my  understanding 
you  are  working  with  CDC  with  injury  prevention.  This  committee 
and  Chairman  Natcher  have  been  very  helpful.  Bill  Lehman,  an- 
other member  of  our  committee,  is  very  concerned  about  injury 
prevention. 

Can  you  tell  us  what  you  are  doing  on  that  and  how  your  budget 
reflects  that? 

PREVENTION  AND  MINORITIES  WITH  DISABILITIES 

Ms.  Parrino.  I  think  I  should  point  out,  we  are  really  involved 
with  disability  prevention  with  CDC.  And,  of  course,  one  of  their 
centers  focuses  on  injury.  We  are  very  concerned  about  not  only 
primary  prevention,  which  is,  of  course,  to  prevent  the  disability 
from  ever  happening,  but  secondary  disabilities,  which  are  the 
problems  a  person  with  disabilities  faces,  mostly  medical  problems. 

Very  often,  they  are  not  addressed,  so  the  person  becomes  more 
and  more  disabled  because  of  secondary  conditions. 

I  am  happy  to  say  CDC  has  come  around  to  our  way  of  thinking. 
Originally,  they  were  mostly  involved  in  primary  prevention.  Now 
we  are  cosponsoring  the  first  National  Conference  on  the  Preven- 
tion of  Primary  and  Secondary  Disabilities. 

Also,  another  cosponsor  is  the  Minority  Health  Professions  Foun- 
dation. This  conference  will  be  held  in  Atlanta  in  June  of  this  year. 
There  are  working  papers  being  developed,  and  one  of  them  is  in 
the  area  of  injury.  Others  are  in  the  areas  of  chronic,  developmen- 
tal disabilities  and  birth  defects  and  the  quality  of  life. 

The  conference  will  consider  these  working  papers — and  the 
report  which  is  called  "Disability  in  America,"  as  well  as  the  Office 
of  Disease  Prevention  and  Health  Promotion's,  "Year  2000  Health 
Objectives  For  the  Nation." 
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After  the  conference,  the  Council  and  CDC  plan  to  develop  a  na- 
tional plan  for  the  prevention  of  disabilities.  We  hope  that  it  will 
be  ready  some  time  in  1992.  We  really  feel  there  has  to  be  a  struc- 
tured plan  throughout  all  the  States.  Of  course,  there  are  grants 
already  going  out  to  the  States,  but  so  far,  I  think  only  nine  States 
have  received  grants  where  the  State  is  supposed  to  develop  a  State 
plan  on  prevention,  as  well  as  a  State  advisory  committee  and  also 
start  coordinating  all  the  existing  programs  on  prevention  that 
exist. 

This  is  fine  for  primary.  We  have  a  great  concern  when  you  are 
dealing  with  secondary,  if  the  State  doesn't  have  any  systems  out 
there,  what  can  they  coordinate?  So,  we  have  suggested  to  Senator 
Harkin  that  possibly  CDC  choose  one  State  and  just  do  secondary 
disability  prevention  in  that  State  and  focus  on  that. 

CDC  has  agreed  to  do  that.  That  is  a  very  quick  thumbnail 
sketch  of  what  we  are  doing  with  CDC. 

We  are  very  concerned  about  the  overrepresentation  of  minori- 
ties with  disabilities  in  this  country.  We  have  gotten  to  know  the 
Minority  Health  Professions  Foundation,  which  represents  the  his- 
torically black  medical  schools  and  pharmacy  and  dental  schools  in 
the  country. 

We  are  going  to,  in  about  a  month's  time,  have  a  memorandum 
of  agreement  between  our  Council  and  the  Minority  Health  Profes- 
sions Foundation.  We  hope  to  start  really  looking  at  that  problem 
of  overrepresentation  of  minorities.  We  feel  there  isn't  enough 
focus  on  that  area,  as  well  as,  Native  Americans. 

Mr.  Hoyer.  I  will  be  very  interested  in  that  study.  Thank  you 
again  for  all  your  leadership  on  this  issue. 

Thank  you,  Mr.  Chairman. 

Mr.  Obey.  Mr.  Pursell? 

Mr.  Pursell.  Thank  you,  Mr.  Chairman. 

You  alluded  to  some  of  the  Programs  in  the  Centers  for  Disease 
Control  and  research.  Have  you  looked  to  the  Federal  Government 
with  respect  to  comprehensive  research  for  the  disabled?  Can  you 
say,  Ms.  Parrino,  we  are  doing  a  good  job  in  research  with  respect 
to  the  disabled? 

Ms.  Parrino.  Once  again,  I  would  like  to  defer  to  my  colleague, 
who  heads  up  our  Research  Committee. 

Mr.  Waldrep.  Quite  honestly,  I  don't  think  we  are.  I  think  we 
have  the  capacity  within  agencies  such  as  NIDRR,  the  National  In- 
stitute on  Disability  and  Rehabilitation  Research,  to  really  attack 
the  problem  of  disability  in  America  from  a  research  agenda. 

Mr.  Pursell.  Do  you  have  any  reports  on  that  or  looked  at  what 
could  be  done? 

COORDINATION 

Mr.  Waldrep.  We  feel  that  the  problem  is  more  one  of  coordina- 
tion, of  effort  between  about  36-some-odd  agencies  in  the  Federal 
Government  who  either  administer  disability  programs  or  do  some 
part  of  disability  research. 
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We  feel  the  consolidation  of  that  effort  at  some  time  would  lead 
to  not  only  a  better  coordinated  effort  with  regard  to  disability  re- 
search, but  also  many  services  and  programs. 

Mr.  Pursell.  Having  some  degree  of  oversight  here,  I  would 
agree  with  that.  Specifically,  can  identify  some  areas  of  weakness? 
Have  you  outlined  a  plan  that  identifies  certain  approaches  to  co- 
ordinate delivery  of  services? 

PERSONAL  ASSISTANCE 

Mr.  Waldrep.  One  new  area  the  Council  has  tried  to  gain  mo- 
mentum for  is  in  the  area  of  personal  assistance  care,  which  is  very 
critical  to  many  persons  with  disabilities  who  are  capable  of  finish- 
ing school,  being  employed,  but  yet,  there  is  not  that  person  at  the 
very  basic  heart. 

Mr.  Pursell.  The  one-on-one  kind  of  relationship? 

Mr.  Waldrep.  To  get  a  person  out  of  bed  into  a  wheelchair.  It 
does  very  little  to  provide  programs  to  educate  that  person  and  the 
opportunity  for  that  person  to  be  employed  if  they  don't  have  the 
opportunity  to  get  out  of  bed,  because  of  the  lack  of  personal  assist- 
ance. 

Right  now,  personal  assistance  is  provided  by  family  members 
across  the  country.  If  there  was  one  issue  that  the  Council  would 
like  to  see  move  forward  in  this  decade,  it  is  personal  assistance, 
because  we  feel  that  ADA  and  the  regulations  are  providing  the  op- 
portunity, but  too  many  people  are  going  to  be  left  out  of  the  loop 
who  just  sit  at  home  because  they  don't  have  the  capacity. 

Mr.  Pursell.  Are  the  handicapped  being  identified  as  such  in 
our  public  schools?  I  have  a  grandchild  that  has  lost  an  eye.  She 
doesn't  get  special  education  in  her  elementary  school,  but  she 
probably  needs  it. 

My  wife  goes  there  and  says,  "Look,  she  is  handicapped,  she  has 
a  problem,  she  isn't  doing  as  well  as  she  could."  From  a  personal 
standpoint,  she  will  slip  through  that  over  the  next  years  unless 
some  agency  or  somebody  intervenes — we  have  a  lot  of  State-man- 
dated special  education  programs,  but  she  is  not  in  those  programs. 

I  guess  you  are  right.  I  also  understand  people  may  not  want  to 
have  their  names  mentioned  because  of  a  civil  rights  situation. 

RESEARCH 

Ms.  Parrino.  When  people  say  research,  very  often  they  think  of 
medical  research  and  technology.  I  think  we  feel  there  is  a  little 
problem  in  this  country.  While  we  all  are  certainly  in  favor  of 
more  and  more  medical  research  and  technology  which  saves  peo- 
ple's lives,  very  often  those  people  are  left  with  disabilities. 

Mr.  Pursell.  That  is  what  I  meant.  Too  little  reading — it  is  hard 
sometimes  for  a  disabled  to  keep  up  in  the  classroom. 

Ms.  Parrino.  Yes.  We  feel  there  should  be  a  better  balance.  If  we 
drive  the  scientists  to  save  people  and  their  lives  are  saved,  but 
they  are  left  with  a  severe  disability,  very  often  they  are  just 
handed  back  to  their  families  with  no  assistance. 

We  feel  it  is  sort  of  a  moral  obligation.  If  you  are  going  to  save 
people's  lives,  there  should  be  some  assistance  to  help  them  cope  so 
they  don't  end  up  living  in  poverty. 
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EDUCATION 

Mr.  Pursell.  Some  States  require  that  if  the  parent  asks  for  spe- 
cial education  services,  the  teacher  and  the  principal  in  the  school 
must  provide  those  services.  That  is  a  requirement  under  law. 

Ms.  Parrino.  Yes,  in  some  States. 

Mr.  Pursell.  Yes.  You  have  to  go  and  ask.  We  don't  agree  with 
this.  Very  often,  it  puts  families  off.  The  authorities  can  act  as 
though  they  can  only  do  so  much  for  you.  We  feel  there  should  be  a 
better  balance  in  society. 

Mr.  Pursell.  Do  you  think  they  should  be  intermixed  with  other 
students  in  the  classroom  if  they  are  given  tutors  or  special  atten- 
tion? A  lot  of  teachers  like  to  take  students  out  of  the  classroom 
and  spread  their  program  over  an  extended  week  or  long-term  pro- 
gram where  they  are  no  part  of  the  mainstream. 

Do  you  favor  it  one  way  or  the  other? 

Ms.  Parrino.  I  have  a  son  who  is  severely  physically  disabled 
who  cannot  hold  a  pen,  cannot  write,  cannot  feed  himself,  but  has 
no  learning  disabilities.  His  learning  process  is  normal. 

My  youngest  son  has  a  severe  learning  disability.  He  was  unable 
to  read  and  do  math.  One  had  a  brain  dysfunction  and  one  had  a 
physical  dysfunction.  With  both  of  them,  when  possible,  I  would 
always  say  integrate  the  children.  If  they  have  to  be  taken  out  for 
special  training,  even  if  it  is  the  case  for  a  couple  of  years,  but 
overall,  I  do  believe  in  total  integration. 

One  campus,  one  gym,  one  auditorium.  If  children  need  special 
help  in  areas,  they  can  leave  the  classroom  for  that.  I  do  believe  in 
total  integration  from  as  young  as  possible,  so  at  some  point  in 
time  it  will  be  possible  for  children  with  disabilities  to  interact 
with  able-bodied  children. 

HEAD  START 

Mr.  Pursell.  Do  you  look  at  Head  Start  children  that  are  dys- 
functional? 

Ms.  Parrino.  We  did  look  at  a  program  in  Watts,  the  Drew  pro- 
gram. 

Mr.  Pursell.  Are  they  giving  appropriate  services  and  support? 

Ms.  Parrino.  I  suppose  they  could  always  use  more.  They 
happen  to  be  taking  care  of  a  lot  of  children  with  the  unusual  situ- 
ation where  the  parents  are  illegal  aliens  and  the  children  are 
American  citizens. 

They  live  in  garages  in  Los  Angeles.  They  go  out  to  the  children. 
I  would  say  a  program  like  that  should  be  supported  and  certainly 
encouraged  particularly  in  other  big  cities,  where  they  have  prob- 
lems like  this. 

Mr.  Pursell.  Thank  you,  Mr.  Chairman. 

REAUTHORIZATION  OF  THE  REHABILITATION  ACT 

Mr.  Obey.  Let  me  insert  a  number  of  questions  for  you  to  re- 
spond to  for  the  record.  Just  let  me  ask  a  very  few  before  we  move 
on  to  the  next  witnesses. 

What  major  issues  will  the  Council  be  addressing  in  its  recom- 
mendations for  the  reauthorization  of  the  Rehabilitation  Act? 
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Ms.  Parrino.  Well,  we  are  getting  a  lot  of  testimony  regarding 
rehabilitation  services.  I  would  say  the  largest  focus,  is  on  concerns 
about  state  vocational  rehabilitation,  independent  living;  and  client 
assistance  programs.  Those  are  the  three,  I  would  say,  that  we 
have  heard  the  most  about  and  we  do  have  a  lot  of  concern  about 
also. 

Certainly,  the  State  rehabilitation  system,  there  is  a  lot  of  con- 
cern about  that.  A  lot  of  people  would  like  to  make  changes. 

BUDGET  REQUEST 

Mr.  Obey.  All  right.  You  got  into  this  with  Mr.  Hoyer.  Your  re- 
quest is  a  14  percent  increase  over  1991.  What  was  your  original 
request  to  OMB? 

Ms.  Parrino.  I  think  our  original  request  was  $3,500,000. 

Mr.  Obey.  What  are  the  major  items  that  you  requested  that  are 
not  in  the  budget  today? 

Ms.  Parrino.  We  requested  funding  for  technical  assistance  for 
the  Americans  with  Disabilities  Act.  We  wanted  funding  for  the 
wilderness  study.  There  was  an  amendment  to  the  ADA  where 
they  asked  the  Council  to  do  a  study  of  accessibility  in  national 
parks  and  wilderness,  but  they  gave  us  no  funding.  We  are  trying 
to  do  it,  but  it  is  a  hard  thing  to  do  when  you  look  at  a  map  and 
try  to  figure  out  how  many  of  us  are  going  to  do  that. 

Mr.  Waldrep.  How  some  of  us  in  wheelchairs  are  going  to  get 
there,  anyway. 

Ms.  Parrino.  We  are  making  an  effort  to  do  that.  We  thought 
that  would  be  appropriate  to  have  funding  for  such  a  major  task. 
Also,  the  insurance  study  we  have  right  now,  we  would  like  to  con- 
tinue that.  The  personal  assistance  that  Kent  Waldrep  spoke  about 
previously.  We  would  like  to  look  into  the  financing  of  personal  as- 
sistance. The  technology  study,  Congress  appropriated  funding  for 
us  to  study  the  financing  of  assistive  technology  under  the  Tech 
Act,  and  we  would  like  to  continue  and  do  a  second  study;  and  also 
education. 

We  are  still  not  satisfied  with  the  kind  of  education  that  children 
with  disabilities  are  receiving.  We  see  the  unemployment  rate  of 
people  with  disabilities  as  still  very,  very  high,  in  the  60  percentile, 
and  we  would  like  to  take  a  closer  look  at  the  education  process  for 
children  with  disabilities. 

We  are  not  sure.  We  don't  think  they  are  part  of  the  reform 
process  going  on  in  this  country  right  now.  We  think  children  with 
disabilities  are  standing  on  the  street  corner,  and  the  bus  is  taking 
off  and  going  without  them. 

We  are  very  worried  about  that.  When  "A  Nation  at  Risk"  was 
written  in  the  eighties,  children  with  disabilities  were  not  included 
in  that  report,  looking  at  education  in  America.  We  have  a  great 
concern  for  these  children. 

Again,  an  overrepresentation  of  minority  children.  That  was  an- 
other area  that  we  had  wanted  some  additional  funding  to  study. 

Mr.  Obey.  All  right. 

Because  of  time  limitations,  I  will  have  to  submit  the  rest  of  the 
questions  for  the  record.  Thank  you  all  very  much. 

[Questions  and  answers  for  the  record  and  the  justifications 
follow:] 
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NATIONAL  COUNCIL  ON  DISABILITY 

The  following  questions  were  submitted  to  be  answered  for 
the  record: 

CONTRACTS 

Mr.  Natcher:  What  are  the  topics  and  funding  amounts  for 
your  contract  studies  this  year? 

Mrs.  Parrino:  The  National  Council  is  funding  the 
following  major  contracts  this  year.  Health  Insurance  - 
$25,000;  Education  -  $275,000;  Transition  -  $25,000; 
Financing  of  Assistive  Technology  -  $250,000;  Use  of 
Technology  in  Postsecondary  Education  -  $25,000;  ADA  - 
$25,000;  and  Wilderness  Accessibility  -  $25,000.  In 
addition,  the  National  Council  has  several  small 
contracts  to  assist  staff  in  such  areas  as  research, 
public  relations  and  training.  The  National  Council 
hopes  to  begin  the  "ADA  Watch"  within  a  few  months. 

Mr.  Natcher:  What  contract  studies  are  you  planning  for 
next  year? 

Mrs.  Parrino:  The  National  Council  is  planning  to 
continue  the  studies  in  the  area  of  health  insurance, 
education,  technology  and  personal  assistance.  If  funds 
are  available,  the  National  Council  would  like  to 
continue  the  "ADA  Watch"  and  conduct  an  in  depth  study  in 
the  area  of  wilderness  accessibility. 

TOWARD  INDEPENDENCE 

Mr.  Natcher:  How  does  the  Council  use  its  1986  special 
report,  Toward  Independence,  to  guide  its  areas  of  study 
for  each  year?  How  many  of  the  reports'  recommendations 
has  the  Council  now  studied? 

Mrs.  Parrino:  The  National  Council  uses  the  areas  and 
recommendations  included  in  Toward  Independence  as  a 
planning  guide.  We  have  completed  work  in  most  of  the 
areas  in  the  report.  For  example,  an  equal  opportunity 
law  was  first  recommended  in  this  report,  later  the 
Americans  with  Disabilities  Act  was  signed  into  law  by 
the  President  on  July  26,  1990.  The  National  Council  has 
accomplished  most  of  the  recommendations  or  is  working  on 
them  in  the  areas  of  disincentives,  prevention, 
education,  employment,  independent  living,  transportation 
and  housing.  We  have  completed  some  work  in  the  personal 
assistance  and  coordination  areas,  however,  the  National 
Council  plans  to  focus  more  on  these  areas. 
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DISINCENTIVES  TO  EMPLOYMENT 

Mr.  Natcher:  What  recommendations  did  the  Council 
develop  following  your  1990  forum  on  Social  Security  and 
disincentives  to  employment? 

Mrs.  Parrino:  In  November,  the  Council  sponsored  a 
symposium  on  the  development  of  an  employment  policy  for 
persons  with  disabilities.  Included  in  this  symposium 
was  a  discussion  of  work  disincentives  for  people  with 
disabilities.  The  National  Council  is  proud  of  this 
symposium  because  it  brought  together  some  of  the  finest 
academicians  in  the  country  to  discuss  the  critical 
issues  surrounding  the  employment  of  persons  with 
disabilities.  A  monograph  outlining  the  deliberations  of 
the  symposium  will  be  available  in  the  near  future. 
After  the  National  Council  has  completed  the  monograph, 
it  is  likely  that  we  will  make  a  variety  of  policy 
recommendations  regarding  employment,  including  the  need 
to  address  work  disincentives  which  continue  to  exist 
within  the  Social  Security  program. 

PERSONAL  ASSISTANCE  SERVICES 

Mr.  Natcher:  The  Council  conducted  hearings  last  summer 
on  personal  assistance  services  for  individuals  with 
disabilities.  Did     this     result     in     any  policy 

recommendations? 

Mrs.  Parrino:  On  January  10th,  the  National  Council 
began  hearings  on  issues  surrounding  the  provision  of 
personal  assistance  services  for  persons  with 
disabilities  and  their  families.  During  these  two  days 
of  hearings,  we  focused  on  financial  barriers  to  the 
provision  of  personal  assistance  services  and  how  these 
barriers  can  be  overcome.  Throughout  the  two  days  of 
hearings,  a  cross  section  of  groups  which  require 
personal  assistance  services  testified  about  their  unique 
needs  in  this  area.  For  example,  Council  members  heard 
from  several  individuals  who  provide  personal  assistance 
services  to  elderly  persons.  Many  of  the  groups 
testified  that  individuals  who  are  elderly  often  require 
these  services  either  because  they  are  no  longer  mentally 
capable  or  their  family  members  are  not  able  to  care  for 
them  for  a  variety  of  reasons.  We  also  heard  from  a 
panel  of  witnesses  who  have  physical  disabilities  as  well 
as  those  with  cognitive  disabilities.  Two  persons  who 
testified  on  behalf  of  persons  who  have  head  injuries 
explained  that  this  population  has  unique  and  ongoing 
needs  due  to  the  nature  of  their  disabilities. 

Perhaps  the  most  interesting  panel  was  the  one  which 
discussed  at  length  the  financing  of  personal  assistance 
services.     During  this  panel,  we  heard  from  both  state 
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and  local  administrators  as  well  as  a  the  World  Institute 
on  Disability.  All  three  of  these  witnesses  explained 
that,  even  with  the  most  flexible  personal  assistance 
program,  there  is  currently  not  enough  money  to  provide 
services  to  all  of  the  individuals  who  request  them. 
Additionally,  there  is  a  wide  discrepancy  between  states 
with  regard  to  who  is  eligible  for  services  and  what 
services  are  provided.  This  diversity  among  states 
compounds  the  already  difficult  problem  of  providing 
personal  assistance  services  to  persons  with 
disabilities.  A  transcript  of  these  hearings  is  being 
prepared  by  Council  staff.  When  this  transcript  is 
completed,  we  will  be  pleased  to  make  it  available  to  the 
Subcommittee. 

The  National  Council  is  still  reviewing  the 
recommendations  made  during  these  hearings  and  thus,  no 
formal  recommendations  have  been  sent  to  the  Congress. 
However,  it  is  clear  that  this  issue  will  require  the 
thoughtful  consideration  of  several  Congressional 
Committees.  The  Council  believes  that  a  comprehensive 
personal  assistance  policy  is  needed  because  these 
services  are  currently  funded  through  a  variety  of 
programs,  including  Medicaid,  Developmental  Disabilities 
programs  and  Title  XX  Social  Services  Block  Grant. 

PREVENTION 

Mr.  Natcher:  As  you  know,  the  Centers  for  Disease 
Control  runs  a  primary  and  secondary  disabilities 
prevention  program.  How  do  you  think  the  program  is 
working? 

Mrs.  Parrino:  The  National  Council  has  a  very  good 
working  relationship  with  the  Centers  for  Disease  Control 
(CDC) .  As  you  know,  during  fiscal  year  1990,  CDC  received 
$4,478  million  to  continue  prevention  projects  in  nine 
states.  In  addition,  CDC  is  currently  sponsoring  four 
projects  on  the  prevention  of  secondary  disabilities.  The 
National  Council  is  particularly  excited  about  these  four 
projects  because  the  prevention  of  secondary  disabilities 
has  and  continues  to  be  one  of  our  foremost  concerns. 
Many  of  the  individuals  who  have  contact  with  the 
National  Council  on  a  regular  basis  already  have  one  or 
more  primary  disabilities.  For  these  individuals,  the 
prevention  of  secondary  disabilities  is  paramount  and 
often  means  the  difference  between  living  a  productive, 
independent  life  or  a  life  of  pain  and  perhaps  premature 
death.  For  this  reason,  the  National  Council  feels 
strongly  that  the  prevention  of  secondary  disabilities 
must  be  interwoven  into  the  health  care  systems  of  this 
country.  Thus,  we  are  pleased  with  the  work  being  done 
by  CDC,  and  we  look  forward  to  continuing  our  cooperative 
relationship. 
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Mr.  Natcher:  The  Council  and  the  Centers  for  Disease 
control  are  cosponsoring  the  first  national  conference  on 
prevention  of  disabilities  this  summer.  What  is  the 
purpose  of  the  conference? 

Mrs.  Parrino:  The  National  Council,  along  with  CDC,  and 
the  Minority  Health  Professions  Foundation  is  sponsoring 
a  conference  on  June  6th  through  8th  entitled  National 
Conference  on  the  Prevention  of  Primary  and  Secondary 
Disabilities:  Building  Partnerships  Toward  Health — 
Reducing  Risks  for  Disability.  This  conference  has  been 
organized  around  four  working  papers  on  the  following 
topics:  Injury      and      Disability;  Developmental 

Disabilities;  Chronic  Conditions  and  Disability;  and 
Quality  of  Life.  These  papers,  along  with  input  from 
conference  participants,  will  serve  as  the  basis  for  the 
development  of  a  National  Plan  on  the  prevention  of 
primary  and  secondary  disabilities. 

MEMBERS  AND  STAFF 

Mr.  Natcher:  Do  you  currently  have  a  full  complement  of 
15  Council  members  and  8  full-time  staff? 

Mrs.  Parrino:  At  the  present  time,  there  are  15  members 
on  the  National  Council,  however,  several  nominations 
have  been  made  by  the  President  and  are  awaiting 
confirmation  by  the  Senate  for  replacement  of  several 
members.  All  of  the  staff  positions  are  filled  except 
one,  which  we  are  attempting  to  fill  at  this  time. 

Mr.  Natcher:  How  many  Council  members  and  staff  have 
disabilities? 

Mrs.  Parrino:  Five  members  of  the  National  Council  have 
disabilities  and  four  members  of  the  staff. 

Mr.  Natcher:  What  percentage  of  the  Council  members 
typically  attend  the  quarterly  meetings? 

Mrs.  Parrino:  The  National  Council  is  comprised  of  some 
dedicated,  committed,  hardworking  members.  At  the 
quarterly  meetings  we  usually  have  approximately  95%  - 
100%  attendance  rate  among  members.  In  addition,  members 
work  in  between  quarterly  meetings,  representing  the 
Council  at  various  activities,  forums  and  other  meetings. 

COMMITTEES 

Mr.  Natcher:  What  standing  and  ad  hoc  committees  does 
the  Council  currently  have? 

Mrs.  Parrino:  The  standing  committees  of  the  National 
Council  are:   Education,   Research  and  NIDRR,  Employment 
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and  Communications.     The  ad  hoc  committees  are: 
Prevention,  Reauthorization  of  the  Rehabilitation  Act, 
Personal  Assistance,   Americans  with  Disabilities  Act, 
Technology,  Health  Insurance  and  Coordination. 

NEWSLETTER 

Mr.  Natcher:  What  is  the  cost  to  produce  your 
newsletter?  How  many  copies  do  you  distribute?  In 
general,  who  do  you  send  it  to? 

Mrs.  Parrino:  The  average  cost  to  produce  each 
newsletter  is  about  $3,000.  We  produce  20,000  copies  and 
distribute  them  to  people  with  disabilities,  disability 
and  rehabilitation  professionals,  advocates,  federal  and 
state  agencies,  other  disability-related,  organizations, 
state  legislators,  employers,  and  of  course,  Members  of 
Congress. 

POSITIONS 

Mr.  Natcher:  Provide  a  list  of  positions  by  salary  and 
grade  for  1990-1991.  Explain  why  full-time  permanent 
costs  increases  by  11%. 

Mrs.  Parrino:  The  following  is  a  breakdown  of  positions 
by  salary  and  grade. 

Position  Grade  Salary 

Executive  Director  AD  $73,973 

Deputy  Exec.  Director  GM-14  $62,888 

Program  Specialist  GS-13  $50,260 

Research  Specialist  GS-13  $45,826 

Pub.  Affairs  Specialist  GS-13  $45,826 

Administrative  Officer  GS-12  $37,294 

Executive  Secretary  GS-09  $28,288 

Staff  Assistant  GS-07  $23,126 


The  11%  increase  is  to  account  for  cost  of  living  and 
step  increases  for  staff. 

OFFICE  SPACE 

Mr.  Natcher:  Why  you  are  requesting  a  53%  increase  for 
rent  when  the  number  of  staff  remains  at  the  statutory 
cap  of  8  FTE's? 

Mrs.  Parrino:  The  increase  of  53%  is  to  cover  the 
increase  in  rental  cost  due  to  inflation  for  the  existing 
office  space  of  the  National  Council.  In  addition,  it 
includes  the  cost  for  storage  space  and  additional  space 
the     National     Council     has     requested     in     order  to 
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accommodate  individuals  who  are  being  detailed  to  the 
National  Council  to  work  on  specific  projects,  such  as 
the  study  on  Native  Americans  with  disabilities. 

MEETINGS 

Mr.  Natcher:  Provide  a  cost  breakdown  for  each  of  the 
non-Washington  meetings  in  1990? 

Mrs.  Parrino:  The  following  is  a  cost  breakdown  for  the 
quarterly  meetings  held  outside  of  Washington,  D.C. 
during  fiscal  year  1990.  Basically  the  cost  of  having 
meetings  outside  of  Washington,  D.C.  is  usually  around 
the  same  cost  or  less  than  meeting  within  the  city.  Most 
of  the  members  of  the  National  Council  live  in  various 
cities  around  the  country  and  travel  costs  must  be  paid 
whether  the  meetings  are  in  Washington,  D.C.  or  not. 
Usually,  the  National  Council  holds  forums  in  conjunction 
with  the  meetings.  In  addition,  holding  meetings  outside 
of  the  District  of  Columbia  allows  us  to  hear  from  a 
variety  of  people  with  disabilities,  their  families  and 
other  interested  individuals.  For  example,  at  the 
meeting  in  Austin,  Texas,  the  National  Council  held  a 
forum  on  Social  Security;  Honolulu,  Hawaii,  we  conducted 
a  hearing  on  the  "Unique  Problems  of  Persons  with 
Disabilities  Living  Away  From  the  Mainland,  USA";  in  New 
York  City,  the  focus  was  on  "Infants  at  Risk";  we 
conducted  tours  of  Harlem  Hospital,  Hale  House  and  the 
Incarnation  Center,  in  addition,  we  conducted  a  hearing 
on  this  topic;  and  during  the  meeting  in  Jackson  Hole, 
the  Council  conducted  an  accessibility  tour  of  the  Grand 
Teton  National  Park  and  held  the  first  hearings  on 
wilderness  accessibility  for  people  with  disabilities. 

November  1989  -  Austin,  Texas 

A.  Travel  and  Per  Diem  (members  &  staff)  $13,098 

B.  Meeting  Space  $2,500 

C.  Support  Services  (Technicians,  Attendant 
Services,  Microphones,  Minute-taker, 
Interpreters)   $5,2  00 

January  1990  -  Honolulu,  Hawaii 

A.  Travel  and  Per  Diem  (members  &  staff)  $21,085 

B.  Meeting  Space  $3,358 

C.  Support  Services  (Technicians,  Attendant 
Services,  Microphones,  Minute-taker, 
Interpreters)  $5,900 

May  1990  -  New  York 

A.  Travel  and  Per  Diem  (members  &  staff) 
$15,645 

B.  Meeting  Space  $7,673.44 

C.  Support  Services  (Technicians,  Attendant 
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Services,  Microphones,  Minute-taker, 
Interpreters)  $5,700 

August  1990  -  Jackson  Hole,  Wyoming 

A.  Travel  and  Per  Diem  (members  and  staff)  $19,518 

B.  Meeting  Space  $1,000 

C.  Support  Services  (Technician,  Attendant 
Services,  Microphones,  Minute-taker, 
Interpreters )  $6,000 

TRAVEL 

Mr.  Natcher:  What  is  your  policy  for  using  first  class 
air  travel?  How  many  trips  in  1990  and  1991  involved 
first  class  travel? 

Mrs.  Parrino:  In  keeping  with  the  federal  policy,  in 
order  for  a  member  or  staff  person  of  the  National 
Council  to  travel  first  class,  it  must  be  for  medical 
reasons.  Such  documentation  must  be  submitted  to  the 
National  Council  for  approval.  There  is  only  one  member 
of  the  National  Council,  because  of  his  disability,  he 
and  his  attendant  travel  first  class.  In  1990,  there 
were  18  trips  for  the  two  of  them  and  in  1991  there  were 
10. 

Mr.  Natcher:  You  have  requested  a  35%  increase  for 
travel  in  1992.  Is  this  for  Council  meetings  or  staff 
travel? 

Mrs.  Parrino:  The  increase  in  travel  costs  represents 
travel  for  Council  members,  staff  and  consumer  advisors. 
The  National  Council  plans  to  hold  additional  forums  and 
hearings  in  1992  related  to  such  issues  as  the  Americans 
with  Disabilities  Act,  technology,  employment,  health 
insurance  and  education.  In  addition,  the  travel  costs 
includes  representation  by  members  and  staff  at  other 
meetings  of  federal  disability-related  task  forces, 
conferences  and  other  activities. 

NIDRR 

Mr.  Hoyer:  Has  the  Council  had  an  opportunity  to  review 
the  activities  of  the  National  Institute  on  Disability 
and  Rehabilitation  Research  with  respect  to  its 
development  of  guidelines  for  expending  the  funds  that 
Mr.  Conte  helped  provide  for  technical  assistance  to  help 
implement  the  ADA? 

Mrs.  Parrino:  Yes.  The  National  Institute  on  Disability 
and  Rehabilitation  Research  (NIDRR)  proposed  priorities 
published  in  March  for  the  following:  two  national  peer 
training  projects;  three  materials  development  projects 
in       public       accommodations,        employment  and 
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telecommunications;  ten  regional  centers  to  provide 
technical  assistance  and  training  to  covered  entities  and 
covered  individuals. 

Mr.  Hoyer:  Similarly,  has  the  Council  had  an  opportunity 
to  evaluate  the  overall  technical  assistance  plan 
proposed  by  the  Department  of  Justice,  the  coordinating 
agency  for  implementing  the  ADA,  covering  all  the 
agencies  involved  in  implementing  the  Act? 

Mrs.  Parrino:  Yes,  the  National  Council  has  had  several 
opportunities  to  review  the  implementation  plan  for 
technical  assistance  developed  by  the  Department  of 
Justice  for  the  Americans  with  Disabilities  Act  (ADA) . 
While  the  Council  believes  the  plan  to  be  satisfactory, 
it  mainly  discusses  in  generalities  about  what  each 
agency  is  expected  to  do  rather  than  in  specific  terms. 
However,  to  date,  there  has  not  been  a  formal  meeting  of 
the  coordinating  committee  which  is  mandated  by  the  ADA. 
The  National  Council  believes  that  such  a  comprehensive 
implementation  plan  cannot  be  written  in  a  vacuum,  a 
meeting  is  needed  to  discuss    and  negotiate  the  details. 

Mr.  Hoyer:  As  I  recall  shortly  after  regulations 
implementing  section  504  of  the  Rehabilitation  Act  of 
1973  were  published,  President  Carter  made  a  pledge  to 
provide  the  resources  for  implementing  Section  504.  The 
pledge  was  translated  into  appropriations  of  about  $50 
million  in  current  dollars.  My  understanding  is  that  the 
President's  Budget  request  includes  approximately  $6 
million  for  the  EEOC  and  the  Department  of  Justice.  I 
have  seen  estimates  as  high  as  $3  3  million  for  providing 
technical  assistance  and  enforcement  of  the  ADA  (DOJ, 
EEOC,  DOE,  Transportation  and  FCC) . 

-  Would  you  comment  on  your  estimate  of  the  need? 

-  How  important  is  this  implementation  state  of  the 
ADA? 

-  Have  you  done  any  independent  analysis  of  the 
overall  requirements  for  resources  for 
implementing  the  ADA  and  for  providing  technical 
assistance? 

Mrs.  Parrino:  As  you  know  the  ADA  is  much  broader  in 
scope  than  Section  504  of  the  Rehabilitation  Act.  I 
think  that  for  all  of  the  Departments  to  perform  an 
effective  job  of  providing  technical  assistance  and 
enforcement  to  the  covered  entities  and  individuals,  the 
costs  may  be  around  $33  million.  For  example,  in 
talking  with  individuals  and  universities  regarding  the 
National  Council's  "ADA  Watch"  proposal,  the  cost  ranged 
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from  three  hundred  and  fifty  thousand  dollars  to  one 
million  annually. 

The  implementation  of  ADA  is  very  important.  It  is  key 
for  the  covered  entities  and  individuals  to  know  about 
this  piece  of  legislation.  In  fact  ADA  is  a  civil  rights 
bill  for  people  with  disabilities.  Unlike  Section  504, 
there  are  a  number  of  private  sector  initiatives  by 
business  organizations  and  disability  groups  to  teach 
both  people  with  disabilities  and  the  business  community 
about  compliance  with  ADA.  Which  is  good,  however,  the 
Federal  Government  must  play  a  role  in  educating  the 
public  about  the  ADA.  It  is  my  opinion,  that  government 
funding  for  implementation  may  be  reduced  by  some  of  the 
private  sector  efforts.  It  should  be  a  coordinated 
approach,  the  private  sector  and  the  government  working 
together . 

Mr.  Hoyer:  Does  your  budget  provide  you  with  adequate 
resources  to  fulfill  your  role  in  the  implementation  of 
the  ADA? 

Mrs.  Parrino:  The  National  Council  was  given  $250,000 
this  fiscal  year  in  order  to  provide  technical  assistance 
on  the  American  with  Disabilities  Act.  This  will  be  used 
to  initiate  the  "ADA  Watch".  However,  in  order  to 
maintain  this  initiative,  the  National  Council  will  need 
additional  funds.  In  our  original  budget  request  to  the 
Office  of  Management  and  Budget,  we  requested  five 
hundred  thousand  dollars  for  fiscal  year  1992  in  order  to 
continue  this  initiative,  however  it  was  not  approved. 

Mr.  Hoyer:  I  am  especially  interested  in  preventative 
health  care,  and  especially  in  intentional  injury 
prevention.  I  noted  in  your  testimony  that  you  are 
working  with  the  CDC  on  a  disability  prevention 
conference.  Can  you  comment  on  your  activities  in  this 
arena,  and  give  us  your  assessment  of  the  CDC  injury 
program  as  it  relates  to  injury  as  a  public  health 
problem  and  to  disability  prevention? 

Mrs.  Parrino:  The  National  Council,  along  with  CDC,  and 
the  Minority  Health  Professions  Foundation  is  sponsoring 
a  conference  on  June  6th  through  8th  entitled  National 
Conference  on  the  Prevention  of  Primary  and  Secondary 
Disabilities:  Building  Partnerships  Toward  Health — 
Reducing  Risks  for  Disability.  This  conference  has  been 
organized  around  four  working  papers  on  the  following 
topics:  Injury  and  Disability;  Developmental 
Disabilities;  Chronic  Conditions  and  Disability;  and 
Quality  of  Life.  These  papers,  along  with  input  from 
conference  participants,  will  serve  as  the  basis  for  the 
development  of  a  National  Plan  on  the  prevention  of 
primary  and  secondary  disabilities. 
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Regarding  injury  prevention,  this  year  CDC's  Disabilities 
Prevention  Program  has  focused  on  the  prevention  of  two 
disabilities  which,  heretofore,  have  received  little  or 
no  attention:  the  prevention  of  Spinal  Chord  Injury  and 
Traumatic  Brain  Injury.  In  order  to  focus  on  the 
prevention  of  these  two  disabilities,  CDC's  Disabilities 
Prevention  Program  is  setting  up  a  surveillance  to 
monitor  the  prevalence  of  these  disabilities.  In 
addition,  the  Disabilities  Prevention  Program  is  focusing 
on  preventing  secondary  disabilities  in  persons  who  are 
either  Spinal  Cord  Injured  or  Traumatic  Brain  Injured. 
The  National  Council  feels  that  these  two  efforts  will 
make  a  significant  contribution  to  the  prevention  of 
disabilities  which  are  caused  by  injury. 

Mr.  Hoyer:  I  noted  from  your  testimony,  that  you  are 
working  with  the  United  Nations  on  an  international 
conference  on  technology.  Do  you  anticipate  that  your 
interests  may  become  broader  with  respect  to  the 
international  communities  growing  interest  in  civil 
protections  for  persons  with  disabilities? 

Mrs.  Parrino:  Yes.  The  National  Council  on  Disability 
is  working  with  the  United  Nations  to  cosponsor  an 
International  Conference  on  Disability,  which  will  be 
held  in  New  York  City,  October  7-11,  1992. 

The  National  Institute  on  Disability  (NIDRR) ,the  Centers 
for  Disease  Control  and  the  Social  Security 
Administration  are  major  contributors  of  this  conference. 
The  focus  of  the  conference  has  changed  slightly  to 
reflect  a  growing  need  for  more  information  in  the  world 
community  on  three  areas:  equalization  of  opportunity 
which  will  include  discussions  on  the  Americans  with 
Disabilities  Act,  prevention  and  rehabilitation.  It  is 
our  intention  to  dedicate  the  conference  exhibition  to 
technology  for  people  with  disabilities. 
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Proposed  Appropriation  language 


National  Council  on  Disability 
Salaries  and  Expenses 


For  necessary  expenses  for  the  National  Council  on  Disability  as 
authorized  by  title  IV  of  the  Rehabilitation  Act  of  1973,  as 
amended,  [$1,475,000]  $1,642,000.    (Department  of  Labor,  Health 
and  Human  Services,  and  Education,  and  Related  Agencies 
Appropriations  Act,  1991;  additional  authorizing  legislation  to 
be  proposed.) 
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DESCRIPTION  OF  THE  NATIONAL  COUNCIL  ON  DISABILITY 

The  National  Council  on  Disability  is  an  independent  federal  agency 
comprised  of  15  members  appointed  by  the  President  and  confirmed  by 
the  U.S.  Senate.  The  National  Council  was  initially  established  in 
1978  as  an  advisory  board  within  the  Department  of  Education 
(Public  Law  95-602).  The  Rehabilitation  Act  Amendments  of  1984 
(Public  Law  98-221)  transformed  the  National  Council  into  an 
independent  agency.  The  current  statutory  mandate  of  the  National 
Council  assigns  it  the  following  duties: 


♦  establishing  general  policies  for  reviewing  the  operation  of  the 
National  Institute  on  Disability  and  Rehabilitation  Research 
(NIDRR); 

♦  providing  advice  to  the  Commissioner  of  the  Rehabilitation 
Services  Administration  (RSA)  on  policies  and  conduct; 

♦  providing  ongoing  advice  to  the  President,  the  Congress,  the  RSA 
Commissioner,  the  Assistant  Secretary  of  the  Office  of  Special 
Education  and  Rehabilitative  Services  (OSERS),  and  the  Director 
of  NIDRR  on  programs  authorized  in  the  Rehabilitation  Act; 

♦  reviewing  and  evaluating  on  a  continuous  basis  the  effectiveness 
of  all  policies,  programs,  and  activities  concerning  individuals 
with  disabilities  conducted  or  assisted  by  federal  departments  or 
agencies,  and  all  statutes  pertaining  to  federal  programs,  and 
assessing  the  extent  to  which  they  provide  incentives  to 
community-based  services,  promote  full  integration,  and 
contribute  to  the  independence  and  dignity  of  individuals  with 
disabilities; 

♦  making  recommendations  of  ways  to  improve  research,  service, 
administration,  and  the  collection,  dissemination,  and 
implementation  of  research  findings  affecting  persons  with 
disabilities; 

♦  reviewing  and  approving  standards  for  Independent  Living 
programs ; 

♦  submitting  an  annual  report  with  appropriate  recommendations  to 
the  Congress  and  the  President  regarding  the  status  of  research 
affecting  persons  with  disabilities  and  the  activities  of  RSA  and 
NIDRR; 

♦  reviewing  and  approving  standards  for  Projects  with  Industry 
programs ; 

♦  providing  to  the  Congress,  on  a  continuous  basis  advice, 
recommendations,  and  any  additional  information  which  the  Council 
or  the  Congress  considers  appropriate; 


-2- 


526 


♦  establishing  policies  for  the  President's  Committee  on  the 
Employment  of  People  with  Disabilities;  and 

♦  issuing  an  annual  report  to  the  President  and  the  Congress  on  the 
progress  that  has  been  made  in  implementing  the  recommendations 
contained  in  the  National  Council's  January  30  1986,  report, 

" Toward  I ndependence . " 

While  many  government  agencies  deal  with  issues  and  programs 
affecting  people  with  disabilities,  the  National  Council  is  the 
only  federal  agency  charged  with  addressing,  analyzing,  and  making 
recommendations  on  issues  of  public  policy  which  affect  people  with 
disabilities  regardless  of  age,  disability  type,  perceived 
employment  potential,  economic  need,  specific  functional  ability, 
status  as  a  veteran,  or  other  individual  circumstance.  The 
National  Council  recognizes  its  unique  opportunity  to  facilitate 
independent  living,  community  integration,  and  employment 
opportunities  for  people  with  disabilities  by  assuring  an  informed 
and  coordinated  approach  to  addressing  the  concerns  of  persons  with 
disabilities  and  eliminating  barriers  to  their  active  participation 
on  community  and  family  life. 
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MAJOR  ACTIVITIES  SUMMARY:   FISCAL  YEAR  1990 

Major  highlights  of  the  National  Council  on  Disability's  1990 
Fiscal  Year  activities  included  supporting  the  passage  and 
enactment  of  the  Americans  with  Disabilities  Act  (Public  Law  101- 
336),  which  was  originally  created  and  developed  by  the  National 
Council. 

As  the  primary  federal  agency  with  the  responsibility  for 
"reviewing  and  evaluating  all  policies,  programs,  and  activities 
concerning  persons  with  disabilities — "  the  National  Council  on 
Disability  continuously  seeks  to  receive  input  and  feedback  from 
consumers  with  disabilities.  In  addition  to  the  four  mandated 
meetings  held  by  the  National  Council,  the  Council  sponsored  forums 
on  the  following  topics:  Social  Security  and  Disincentives  to 
Employment;  The  Special  Problems  Facing  Persons  with  Disabilities 
and  Families  Living  on  Islands  and  Away  from  the  Mainland; 
Infants  at  Risk;  Employment  Tomorrow:  Opportunities  for  People  with 
Disabilities;  Wilderness  Accessibility;  and  the  Reauthorization  of 
the  Rehabilitation  Act  of  1973,  as  amended. 

In  addition,  the  National  Council  began  planning  studies  on  the 
financing  of  assistive  technology  and  services  for  people  with 
disabilities,  health  insurance  and  health-related  services,  and,  an 
assessment  of  special  education  and  the  impact  of  elementary  and 
secondary  education  programs  and  special  services  for  children  with 
disabilities. 

The  National  Council's  prevention  initiatives  moved  closer  to  their 
goals  in  FY  1990.  The  Disabilities  Prevention  Act  was  unanimously 
passed  by  the  House  of  Representatives  on  July  23,  1990,  and 
referred  to  the  U.S.  Senate.  We  understand  it  will,  however  be 
reintroduced  in  the  102  Congress. 

Planning  began  for  the  first  National  Conference  on  the  Prevention 
of  Disabilities.  The  conference  project  is  being  co-sponsored  by 
the  National  Council  on  Disability,  Centers  for  Disease  Control, 
and  the  Foundation  of  Minority  Health  Professionals.  It  is 
scheduled  for  June  1991  in  Atlanta,  Georgia. 

Pursuant  to  its  ongoing  statutory  mandate  to  establish  general 
policy  for,  and  review  the  operations  of,  the  National  Institute  on 
Disability  and  Rehabilitation  Research  (NIDRR),  the  National 
Council  had  meetings  with  the  Director  of  NIDRR  to  discuss  the 
continued  development  of  the  NIDRR  five  year  plan  and  areas  of 
concern  to  the  National  Council. 

Mandated  in  the  1986  Rehabilitation  Amendments  to  establish  general 
policies  for  the  President's  Committee  on  Employment  of  People  with 
Disabilities,  the  National  Council  meets  regularly  with  the 
President's  Committee  fulfill  this  congressional  requirement. 
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Participation  in  a  wide  array  of  interagency  committees  enables  the 
National  Council  to  keep  abreast  of  activities  in  the  Federal 
Government,  as  well  as  keeping  others  informed  of  the  National 
Council's  activities.  Membership  on  the  Interagency  Committee  on 
Handicapped  Research,  the  Federal  Agency  Council,  and  the  Federal 
Task  Force  on  Disability,  and  the  Interagency  Committee  on 
Developmental  Disabilities  reflects  this  policy. 

Finally,  in  order  for  the  disability  community  and  others  to  know 
more  about  the  activities  of  the  National  Council,  circulation  of 
the  Council's  newsletter  FOCUS,  continued  to  expand.  The 
newsletter  continues  to  be  a  vehicle  for  communication  and  helps 
the  National  Council  solicit  input  regarding  its  activities  and 
policy  development. 
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PLANNED  ACTIVITIES  SUMMARY  FOR  FY  1991 

During  the  1991  Fiscal  Year,  the  National  Council  will  continue  its 
follow-up  and  monitoring  activities  pursuant  to  the  Congressional 
mandate  to  assess  progress  made  on  each  of  the  45  legislative 
recommendations  in  its  1986  report,  Toward  Independence.  The 
National  Council  plans  to  focus  on  the  status  of  the  implementation 
of  the  Americans  with  Disabilities  Act  in  the  1991  special  report. 

The  National  Council  will  continue  to  address  its  statutory 
responsibilities  to  establish  general  policies  for  the  National 
Institute  on  Disability  and  Rehabilitation  Research  and  the 
President's  Committee  on  Employment  of  People  with  Disabilities,  as 
well  as  provide  recommendations  and  advice  to  the  Commissioner  of 
the  Rehabilitation  Services  Administration. 

To  assure  coordination  of  programs  and  services  affecting  people 
with  disabilities,  the  National  Council  will  continue  its 
participation  in  such  initiatives  as  the  Interagency  Committee  on 
Handicapped  Research,  the  Federal  Agency  Council,  the  Federal  Task 
Force  on  Disabled  Persons,  and  other  similar  coordinating  bodies. 

Input  from  consumers  is  critical  to  the  National  Council's  process 
of  policy  development.  As  in  the  past,  input  will  be  solicited  at 
consumer  forums.  Forums  will  be  held  on  the  following  topics 
during  this  fiscal  year:  the  development  of  a  National  Employment 
Policy  for  Persons  with  Disabilities;  reauthorization  of  the 
Rehabilitation  Act;  Personal  Assistance  Services;  Technology  and 
the  Funding  of  Assistive  Devices;  Health  Insurance  and,  Wilderness 
Accessibility. 

The  National  Council  will  continue  its  ongoing  initiatives  in  such 
areas  as:  health  insurance,  personal  assistance  services, 
prevention,  technical  assistance  on  the  Americans  with  Disabilities 
Act,  employment,  education  and  disability  related  research.  The 
National  Council  will  contract  three  major  studies  in  the  areas  of 
the  education  of  students  with  disabilities,  health  insurance,  and 
the  financing  of  assistive  technological  services  and  devices 
during  this  fiscal  year,  which  is  mandated  by  Title  II  of  the 
Technology-Related  Assistance  for  Individuals  with  Disabilities  Act 
of  1988. 

In  an  effort  to  continue  to  focus  on  the  prevention  of  primary  and 
secondary  disabilities,  the  National  Council  will  cosponsor  with 
the  Centers  for  Disease  Control  the  first  national  conference  on 
the  prevention  of  disabilities  with  two  working  sessions;  one  on 
the  prevention  of  secondary  disabilities  of  individuals  with  spinal 
cord  injuries  and  the  second,  the  prevention  of  secondary 
disabilities  of  persons  with  cerebral  palsy. 

The  National  Council  plans  to  conduct  four  meetings  during  the 
fiscal  year  as  required  by  statute.     In  addition,  the  National 
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Council  will  continue  to  publish  its  quarterly  newsletter  FOCUS  to 
share  information  regarding  activities  of  the  National  Council  on 
Disability  and  to  request  input  regarding  the  National  Council's 
activities  and  policy  development. 

The  National  Council  on  Disability's  authorizing  statute,  the 
Rehabilitation  Act  of  1973,  is  scheduled  to  expire  on  September  30, 
1991.  The  National  Council  will  be  submitting  its  reauthorization 
proposals  to  Congress  together  with  the  Administration's  proposals 
for  revising  and  extending  the  other  authorities  under  the  Act. 
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PLANNED  ACTIVITIES  SUMMARY  FOR  FISCAL  YEAR  1992 

During  the  1992  Fiscal  Year,  the  National  Council  will  continue  its 
follow-up  and  monitoring  activities  pursuant  to  the  Congressional 
mandate  to  assess  progress  made  on  each  of  the  45  legislative 
recommendations  in  its  1986  special  report,  Toward  Independence. 
The  1992  report  may  contain  data  on  such  subjects  as  the  economics 
of  disability,  employment,  personal  assistance,  technological 
devices  and  services  for  person  with  disabilities  and  prevention. 

The  National  Council  will  continue  to  address  its  statutory 
responsibilities  to  establish  general  policies  for  the  National 
Council  will  continue  to  address  its  statutory  responsibilities  to 
establish  general  policies  for  the  National  Institute  on  Disability 
and  Rehabilitation  Research  and  the  President's  Committee  on 
Employment  of  People  with  Disabilities,  as  well  as  provide 
recommendations  and  advice  to  the  Commissioner  of  the 
Rehabilitation  Services  Administration. 

The  National  Council  plans  to  hold  four  quarterly  meetings.  In 
order  to  receive  input  from  consumers,  the  National  Council  will 
sponsor  forums  on  key  issues  of  concern  to  persons  with 
disabilities  such  as:  technological  aids  and  devices  for  person 
with  disabilities;  prevention  of  primary  and  secondary 
disabilities;  personal  assistance  services;  health  insurance; 
education;  and,  employment.  Specific  technical  information  will 
also  be  solicited  on  an  individual  basis  from  the  National 
Council's  advisors. 

Major  activities  for  Fiscal  Year  1992  include  the  following: 
continuation  of  the  National  Council '  s  initiatives  in  the  following 
areas:  prevention;  employment;  technical  assistance  on  the 
Americans  with  Disabilities  Act;  wilderness  accessibility;  personal 
assistance;  health  insurance;  and,  education.  The  National  Council 
is  planning  to  sponsor  in  conjunction  with  the  United  Nations  an 
international  conference  on  technology. 

To  assure  coordination  of  programs  and  services  affecting  people 
with  disabilities,  the  National  Council  will  continue  its 
participation  in  such  initiatives  as  the  Interagency  Committee  on 
Handicapped  Research,  the  Federal  Agency  Council,  the  Federal  Task 
Force  on  Disabled  Persons,  and  other  similar  coordinating  bodies. 

The  National  Council  will  continue  to  publish  its  quarterly 
newsletter  FOCUS  to  share  information  regarding  activities  of  the 
National  Council  on  Disability  and  to  request  input  regarding  its 
activities  and  the  development  of  disability  policy. 
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NATIONAL  COUNCIL  ON  DISABILITY 

Amounts  Available  for  Obligation 
(In  Thousands  of  Dollars) 

Net 


Budget  Authority 

Outlays  

PTE  

Positions  (FTP) . 


FY  1991  FY  1992  Change 

ENACTED 

(PL  101-517)  REQUEST 

1,439  1,642  +203 

1,447  1,595 

10  10 

8  8 


*While  the  1331  budget  appropriation  is  $1,475,000,  the  actual  amount 
available  for  obligations  is  $1,439,000,  pursuant  to  Public  Law  101-517, 
the  National  Council  on  Disability  received  a  reduction  of  $36,000. 
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NATIONAL  COUNCIL  ON  DISABILITY 
Analysis  of  Changes 


FY  1991  FY  1992  Chancre 


Budget  Authority  1, 

,475,000 

1,642,000 

+167,000 

Amount  available  for 

1  HJ3  ,  \J\J\J 

+?0"i  000 

Increase** 

Full— time  Permanent 

352,000 

392,000 

+40,000 

Other  Than  Full-time 

221,000 

241,000 

+20,000 

Other  personnel  compensation 

15,000 

15,000 



Total  Personnel  Compensation 

588,000 

648,000 

+60,000 

Civilian  Personnel  Benefits 

84,000 

103,000 

+19,000 

Travel  and  Transportation  of 

Persons 

152,000 

206,000 

+54,000 

Rental  Payments  to  GSA 

65,000 

100,000 

+35,000 

Rental  Payments  to  Others 

25,000 

30,000 

+5,000 

Cfcnmunications,  etc. 
Printing  &  Reproduction 

20,000 

36,000 

+16,000 

30,000 

40,000 

+10,000 

Other  Services 

443,000 

447,000 

+4,000 

Supplies  and  Materials 

7,000 

7,000 

Equipment 

25,000 

25,000 

Total  Obligations  1,439,000  1,642,000  203,000 


♦Pursuant  to  Department  of  the  Labor,  Health,  and  Human  Services,  and 
Education,  and  Related  Agencies  Appropriations  Act,  1991;  additional 
authorizing  legislation  to  be  proposed. 


**Based  on  amount  available  for  obligation 
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BUDGET  REQUEST  AND  JUSTIFICATION 

The  National  Council  on  Disability's  budget  request  for  FY  1992  is  in  the 
amount  of  $1,642,000.  A  detailed  breakdown  and  justification  of  this 
request  are  as  follows: 

PERSONNEL 

A.  FTEs 

For  FY  1992,  the  National  Council  requests  10.0  FTEs.  This  request 
includes  the  Executive  Director  and  seven  full  time  employees  as 
authorized  by  the  National  Council's  statutory  mandate,  P.L.  93-112,  as 
amended.  This  request  also  includes  up  to  2.0  FTEs  to  cover  four, 
four-day  Council  meetings,  as  well  as  additional  work  days  for  the 
National  Council  on  Disability  Chairperson  and  other  Council  members. 

At  the  present  time,  the  Chairperson  and  members  of  the  National  Council 
are  involved  in  a  number  of  interagency  working  groups  and  advisory 
committees  which  require  their  participation  and  attendance  at  frequent 
meetings  in  Washington,  D.C.  These  working  groups  and  committees 
include:  the  Interagency  Council  en  Handicapped  Research,  the  Interagency 
Committee  an  Developmental  Disabilities,  and  the  Federal  Ad  Hoc  working 
group  on  the  prevention  of  disabilities. 

The  Chairperson  of  the  Council  and  Council  members  also  are  included  on 
advisory  groups  working  with,  Institute  of  Medicine,  the  Centers  for 
Disease  Control,  the  National  Institute  on  Disability  and  Rehabilitation 
Research  and  the  Rehabilitation  Services  Administration.  Each  of  these 
interagency  committees  and  working  groups  is  authorized  by  Federal 
statute. 

The  National  Council  staffing  pattern  assures  one  professional  staff 
person  in  each  of  the  following  major  areas  of  National  Council 
responsibility:  Children  and  Adults  with  Disabilities,  Research,  and 
Public  Affairs.  Each  area  is  specific  and  requires  an  exclusive  body  of 
education  and  professional  experience.  The  Deputy  Director  assists  the 
Executive  Director  in  the  administrative  and  management  responsibilities, 
thus  allowing  more  time  for  the  Executive  Director  to  respond  to  issues  of 
critical  importance  to  the  National  Council. 

The  position  of  Executive  Director  is  authorized  in  the  National  Council's 
statute  and  is  responsible  for  evaluation  of  overall  staff  performance. 
The  three  administrative  staff  members  include  an  administrative  officer, 
staff  assistant  and  an  executive  secretary  who  perform  typing,  filing, 
record-keeping  and  other  supportive  functions.  Students  are  also  used  to 
supplement  the  support  staff. 

B.  FUIXrTIME  POSITIONS 

For  FY  1992,  the  National  Council  requests  a  budget  of  $392,000  for  salary 
expenses  associated  with  full-time  permanent  employees.  This  amount 
represents  the  projected  actual  cost  of  maintaining  FY  1991  staffing 
levels. 
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C.  OTHER  THAN  FULL-TIME  POSITIONS 

One  hundred  and  sixty-five  thousand  dollars  is  budgeted  for  compensation 
of  National  Council  members  during  FY  1992.  National  Council  members  are 
paid  at  the  GS-18  grade  rate  as  established  by  statute.  This  budgeted 
amount  reflects  a  desire  by  members  to  be  actively  involved  and  familiar 
with  the  activities  and  affairs  of  the  Council. 

D.  OTHER  PERSONNEL  COMPENSATION  AND  BEKfc^TlS 

One  hundred  and  eighteen  thousand  dollars  is  budgeted  for  other  personnel 
compensation  and  benefits  during  FY  1992.  This  amount  includes  $15,000 
for  employee  awards  and  $103,000  for  personnel  benefits.  Personnel 
benefits  are  a  direct  function  of  the  amount  of  budgeted  salary  and  wages. 

TRAVEL 

A.  MEMBERS  OF  THE  NATIONAL  COUNCIL 

The  fifteen  members  of  the  Council  received,  by  law,  reimbursement  of 
travel  expenses  associated  with  the  four  meetings  required  annually  and 
with  such  other  meetings  that  the  National  Council  may  schedule.  National 
Council  members  are  also  reimbursed  for  travel  to  meetings,  consumer 
forums,  professional  conferences  and  other  official  functions  where  they 
represent  the  National  Council  on  Disability.  By  virtue  of  the  fact  that 
many  of  the  National  Council  members  are  people  with  disabilities,  it  is 
important  to  note  that  additional  travel  costs  may  be  required  for 
attendants.  One  hundred  and  twenty-five  thousand  dollars  is  budgeted  for 
travel  by  National  Council  members  in  fiscal  year  1992. 

B.  STAFF 

Staff  travel  is  budgeted  to  $50,000  for  FY  1992.  Professional  staff 
members  are  required  to  travel  to  meetings  of  the  National  Council  which 
are  held  outside  of  the  District  of  Columbia.  The  National  Council  also 
has  assigned  a  high  priority  to  holding  Consumer  Forums  in  various  cities 
nationwide  to  allow  people  with  disabilities  to  express  their  views 
directly  to  the  National  Council  members  and  staff.  As  in  prior  years, 
four  such  Consumer  Forums  are  planned  for  FY  1992.  Staff  members  will  be 
required  to  assist  in  arranging  and  cxanducting  these  forums.  National 
Council  staff  members  also  will  participate  in  various  professional 
meetings  and  conferences,  and  make  site  visits  to  facilities  serving 
people  with  disabilities  which  are  supported  with  federal  funds.  As  was 
previously  mentioned  under  National  Council  members '  travel,  staff  members 
may  also  be  people  with  disabilities  who  may  require  additional  travel 
costs  for  attendants. 

C.  COUNCIL  ADVISORS 

The  National  Council  is  committed  to  involving  leaders  with  disabilities 
from  across  the  nation  as  advisors  to  participate  with  the  National 
Council  on  Disability  in  many  roles.  The  National  Council  plans  to  involve 
a  small  number  of  selected  advisors  in  all  of  its  scheduled  meetings  and 
consumer  forums  during  FY  1992.  The  National  Council  will  reimburse 
participants  in  these  meetings  for  travel  and  per  diem. 
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No  funds  will  be  used  to  pay  salaries  for  participants  in  these  meetings. 
Thirty-one  thousand  dollars  has  been  budgeted  for  travel  related  to  this 
activity  in  FY  1992. 

RENTAL  PAYMENTS  TO  GSA 

The  National  Council  occupies  2,040  square  feet  of  office  space  in  the  800 
Independence  Ave.,  S.W. ,  federal  office  building  and  storage  space  at  the 
Department  of  Transportation  Building  located  at  7th  and  D  Streets  S.W. 
The  National  Council  has  budgeted  $100,000  for  occupancy  costs  on  FY  1992 
to  allow  for  an  estimated  fifteen  percent  increase  in  the  cost  of  rent  and 
inflation. 

RENTAL  PAYMENTS  TO  OTHERS 

Other  rentals  include  payments  to  the  National  Council's  host  agency,  the 
U.S.  Department  of  Transportation  (DOT) .  Services  received  from  DOT 
include  the  provision  of  basic  telephone  service,  building  maintenance, 
building  security,  access  to  small  conference  and  meetings  rooms,  access 
to  high  speed  duplication  equipment,  mail  roam  service,  and  audio  visual 
service.  Thirty  thousand  dollars  is  budgeted  for  this  item  in  FY  1992. 
The  increase  in  cost  over  prior  years  for  this  item  is  a  result  of  the  new 
telephone  system  which  has  been  installed  and  is  operated  by  DOT  in  all  of 
its  buildings. 

GCMMQNICATrONS,  UTILITIES  AND  MISCELLANEOUS  CHARGES 

A.  TKTFPHONES 

The  National  Council's  budget  includes  as  estimated  $18,000  for  telephone 
service  during  FY  1992.  This  estimate  is  based  on  real  costs  experienced 
during  FY  1990.  The  National  Council  operations  require  the  use  of 
telephones  for  both  local  and  long  distance  calling  to  maintain 
communications  with  National  Council  members,  advisors,  other  agencies, 
private  organizations,  and  members  of  the  public. 

B.  POSTAGE  AND  DELIVERY 

Frequent  mailings  are  made  to  National  Council  members,  advisors  and 
persons  interested  in  disability  issues  nationwide.  The  National  Council 
maintains  regular  ccmctiunications  with  persons  with  disabilities,  agencies, 
organizations  and  with  private  provider  organizations  serving  people  with 
disabilities.  As  of  1990,  the  National  Council  distributes  its  quarterly 
newsletter  to  approximately  20,000  individuals  and  organizations 
nationwide,  and  expects  to  increase  that  number  to  at  least  25,000  by 
1992.  Postage  is  also  needed  for  the  dissemination  of  the  National 
Council's  special  report.  In  addition,  the  National  Council's  business 
requires  the  occasional  use  of  local  delivery  and  messenger  services  to 
insure  prompt  and  safe  delivery  of  documents  to  other  agencies  located  in 
Washington,  D.C.  Eighteen  thousand  dollars  has  been  budgeted  for  these 
purposes  in  FY  1992. 
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C.     PRINTING  AND  REFTODUCTION 

The  National  Council  has  budgeted  $40,000  in  FY  1992  for  printing 
costs.  These  costs  will  include:  (a)  printing  the  National 
Council's  Annual  Report  to  Congress;  (b)  printing  a  quarterly 
newsletter  which  is  sent  to  persons  with  disabilities,  professionals 
and  organizations  interested  in  disability  issues  nationwide;  (c) 
printing  a  statutorily  mandated  special  report  to  the  President  and 
Congress;  and  other  public  information  materials  and  monographs  as 
required.  In  addition,  the  National  Council  plans  to  regularly  print 
Tnnat-^-rj  qi  a  in  braille  and  on  tape  to  accommodate  visually  impaired 
readers. 

OTHER  SERVICES 

The  National  Council  on  Disability  has  budgeted  a  total  of  $447,000 
for  other  services  with  the  following  breakdown: 

A.  RESEARCH  OUNTKACTS 

The  National  Council  has  budgeted  $302,000  to  be  used  for  contracting 
research  studies  during  FY  1992.  The  National  Council  finds  it 
necessary  to  contract  from  time  to  time  with  experts  in  the  fields  of 
Rehabilitation  Research,  Special  Education,  Rehabilitation  Medicine 
and  Rehabilitation  Services  in  order  to  develop  detailed  analyses  of 
problem  areas  related  to  work  done  by  the  National  Council's  own 
staff  in  developing  policy  alternatives  and  supporting  data  for  those 
alternatives.  Due  to  the  unique  level  of  expertise  required  in  order 
to  obtain  valid  data  in  many  of  these  areas,  it  is  necessary  to 
occasionally  employ  outside  contractors  and  consultants  to  assist 
with  these  efforts. 

B.  GSA  SUPPORT  SERVICES  CONTRACT 

The  National  Council  is  authorized  by  statute  to  contract  with  the 
General  Services  Administration  (GSA)  for  technical  and 
administrative  assistance.  Fifty  thousand  dollars  is  budgeted  for 
these  services  for  FY  1992.  The  National  Council  believes  that  the 
GSA  contract  provides  the  most  efficient  and  cost  effective 
alternative  in  securing  assistance  in  personnel  matters,  contracting, 
regulation  development  and  overall  conformity  with  federal  rules  and 
practices,  and  internal  policy  development,  as  required  of 
independent  agencies  such  as  the  National  Council  on  Disability. 

C.  READERS.  INTERPRETERS.  ATTENDANTS.  AND  MEETING  SUPPORT 

In  addition  to  using  expert  contractors  to  develop  specific  data  and 
background  information  for  the  National  Council,  the  National  Council 
uses,  on  a  contractual  basis,  interpreters  for  hearing- impaired 
members  and  public  participants,  readers  for  visually-impaired 
members  and  public  participants,  and  personal  assistants  for  severely 
physically  disabled  members  and  public  participants.  The  temporary 
employment,  by  contract,  of  such  providers  is  directly  related  to  the 
nature  of  work  performed  by  the  National  Council  and  to  the 
explicitly  stated  policy  of  affirmative  action  to  which  the  National 
Council  on  Disability  subscribes. 
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Hie  National  Council  also  must  employ,  on  a  contractual  basis, 
recording  professionals  and  public  transcription  specialists  to 
record  National  Council  meetings  and  produce  minutes  and  transcripts 
of  these  meetings  for  the  public  record.  Additionally,  meeting  space 
and  public  address  systems  for  meetings  must  be  secured  on  a 
contractual  basis.  For  these  purposes  $75,000  is  budgeted  for  FY 
1992. 

D.  TRAINING 

In  order  for  the  National  Council  staff  to  stay  current  with  critical 
issues  facing  persons  with  disabilities,  participation  in  training 
programs  is  necessary.  The  sum  of  $5,000  has  been  budgeted  in  1992 
for  that  purpose. 

E.  MISfT^TTANEOUS 

Fifteen  thousand  dollars  has  been  budgeted  for  miscellaneous 
contractual  services  and  expenses  in  FY  1992.  The  amount  budgeted 
under  this  category  will  be  used  to  pay  for  small,  unexpected 
purchases  not  included  in  other  budget  lines.  This  category  will 
also  be  used  to  secure  temporary  support  staff  when  workload  demands 
exceed  available  staff  resources  and  to  purchase  maintenance  services 
for  office  equipment. 

SLtJbVI  TRS  AND  H3BLICAIT0NS 

The  National  Council's  budget  includes  $7,000  for  purchase  of 
supplies  during  FY  1992.  This  amount  anticipates  supplies  for 
mailing  and  copying,  and  ordinary  office  supplies  such  as  paper,  and 
pens  and  pencils.  Also  budgeted  are  funds  for  the  purchases  of 
computer  software  and  library  materials,  and  for  subscriptions  to 
relevant  scientific,  technical  and  policy-oriented  electronics 
information  services  and  publications. 

EQUIPMENT 

The  National  Council  has  budgeted  $25,000  for  the  purchase  of  new 
equipment  in  FY  92,  based  upon  the  life  span  of  the  most  of  the 
National  Council's  existing  equipment.  Most  of  the  office  computers 
were  purchased  in  FY  85  and  were  1981  models.  These  computers  are 
beginning  to  wear  out  and  it  is  more  cost  effective  to  replace  the 
entire  system  than  it  is  to  try  to  repair  them.  In  addition,  there 
are  new  technological  devices  available  to  assist  staff  with 
disabilities  in  being  more  productive  such  as  the  braille  printer  for 
an  employee  who  is  blind. 
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SUMMARY  OF  REQUEST 

In  summary,  the  National  Council  on  Disability  request  for  FY  1992 
funds  in  the  amount  of  $1,642,000  has  been  developed  according  to 
historical  experience  and  projected  needs.  This  request  includes 
funds  for  personnel  expenses,  research,  and  administrative  expenses, 
including  travel. 

Funding  at  this  level  would  enable  the  National  Council  to  continue 
functioning  at  its  present  level  of  activity  and  productivity.  The 
National  Council  has  a  broad,  yet  clear,  mandate  from  Congress,  and 
National  Council  members  are  committed  to  meeting  the  mandate  in  a 
responsible  and  cost-efficient  manner. 

In  order  to  provide  sound  policy  advice  on  issue  which  affect  the 
lives  of  the  43,000,000  Americans  with  disabilities,  which  involve 
more  than  200  federal  programs,  and  which  account  for  more  than  100 
billion  dollars  in  federal  expenditures  annually,  the  National 
Council  must  engage  in  a  reasonable  amount  of  study  and  deliberation. 

The  National  Council  must  have  the  resources  to  appropriately  review 
federal  programs  in  the  area  of  disability  and  it  must  be  able  to 
obtain  the  views  of  people  who  are  involved  with  these  programs  in 
the  various  states  as  providers,  consumers,  family  members,  and 
public  officials.  This  budget  request  provides  the  necessary  means 
for  the  National  Council  to  meet  its  obligations  to  the  President  and 
the  Congress. 
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Tuesday,  April  30,  1991. 

OCCUPATIONAL  SAFETY  AND  HEALTH  REVIEW 
COMMISSION 

WITNESSES 
EDWIN  G.  FOULKE,  JR.,  CHAIRMAN 

LARRY  HOSS,  DIRECTOR  OF  ADMINISTRATIVE  SERVICES 
JAN  COLLINS,  EXECUTIVE  DIRECTOR 
EARL  OHMAN,  GENERAL  COUNSEL 

IRVING  SOMMER,  DEPUTY  CHIEF  ADMINISTRATIVE  LAW  JUDGE 

Mr.  Obey.  We  next  have  Mr.  Edwin  G.  Foulke,  Jr.,  Chairman  of 
the  Occupational  Safety  and  Health  Review  Commission. 

Mr.  Foulke.  Good  afternoon,  Mr.  Chairman.  Good  to  see  you 
again. 

Mr.  Obey.  Why  don't  you  proceed?  We  will  insert  the  statement 
in  the  record.  You  can  summarize,  if  you  wish.  You  may  introduce 
the  people  with  you. 

INTRODUCTION  OF  V7ITNESSES 

Mr.  Foulke.  Thank  you,  Representative  Obey.  To  my  immediate 
left  is  Mr.  Larry  Hoss,  he  is  Director  of  Administrative  Services.  To 
his  immediate  left  is  Jan  Collins,  Executive  Director  of  the  agency. 
To  my  immediate  right  is  Earl  Ohman,  General  Counsel  for  the 
agency.  And  to  his  immediate  right  is  Irving  Sommer,  Deputy 
Chief  Administrative  Law  Judge  for  the  Commission. 

Also  with  us  today  is  Commissioner  Donald  Wiseman,  one  of  our 
Commissioners,  and  also  Ray  Darling,  our  Executive  Secretary, 
also  our  Clerk  of  the  Court.  And  my  Chief  Legal  Counsel  and  Spe- 
cial Advisor,  David  Jones. 

I  have  submitted  a  statement  for  the  record,  and  I  would  request 
that  it  be  read  into  the  record  as  submitted.  We  are  ready  to 
answer  questions,  if  that  would  be  all  right. 

[The  statement  of  Mr.  Foulke  follows:] 
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Statement  of  Edwin  G.  Foulke  Jr.,  Chairman 
Occupational  Safety  and  Health  Review  Commission 


Mr.  Chairman,  it  is  a  privilege  to  appear  before  you  and  the  Committee  to  present 
for  your  consideration  the  fiscal  year  1992  appropriation  request  for  the  Occupational  Safety 
and  Health  Review  Commission.  The  Commission's  requested  funding  level  for  FY  1992 
is  $6,711,000,  which  is  an  increase  of  $464,000  above  the  FY  1991  funding  level.  The 
requested  funding  will  support  a  staffing  level  of  82  Full  Time  Equivalent  (FTE)  positions, 
which  is  4  FTE  above  the  estimated  level  for  FY  1991. 

The  Occupational  Safety  and  Health  Review  Commission  (Commission)  is  an 
independent  adjudicatory  agency  established  under  the  Occupational  Safety  and  Health  Act 
of  1970,  29  U.S.C.  651  et  seq.  (Act).  The  Commission  is  primarily  composed  of  three 
Commission  members  (commissioners)  who  are  appointed  by  the  President  with  the  advice 
and  consent  of  the  U.S.  Senate,  and  a  corps  of  administrative  law  judges  (AOs).  Its 
purpose  is  to  effect  the  just  and  expeditious  adjudication  of  disputes  between  the 
Occupational  Safety  and  Health  Administration  (OSHA),  an  agency  of  the  Department  of 
Labor,  and  employers  charged  with  violations  of  safety  and  health  standards  enforced  by 
OSHA 

The  Commission  has  a  two-tier  system  for  adjudicating  contested  OSHA  cases.  At 
the  first  level,  proceedings  are  conducted  before  an  ALJ  of  the  Commission.  When  a  case 
at  this  level  cannot  be  concluded  by  settlement  or  upon  motion,  it  is  decided  by  an  ALJ  after 
a  hearing  conducted  in  accordance  with  the  Commission's  Rules  of  Procedure  and  the 
Adrninistrative  Procedure  Act.  At  the  second  level  of  proceedings,  the  commissioners  review 
cases  to  assure  consistent  application  of  precedent  and  to  formulate  case  law  in  novel 
circumstances  and  as  to  new  OSHA  standards.  Any  one  commissioner,  acting  alone,  can 
direct  review  of  any  ALJ  decision.  Unless  a  commissioner  directs  a  case  for  review  within 
30  days,  the  AU's  decision  becomes  the  final  decision  of  the  Commission.  The 
commissioners  normally  decide  each  case  based  upon  a  review  of  the  record,  which  includes 
briefs  filed  by  the  parties,  and,  where  appropriate,  upon  oral  argument  engaged  in  by  the 
parties  before  the  commissioners.  With  the  exception  of  directing  cases  for  review,  the  Act 
requires  a  quorum  of  two  commissioners  and  the  affirmative  vote  of  two  commissioners  for 
the  Commission  to  take  official  action. 

During  FY  1990,  3,337  new  contested  cases  were  filed  with  the  Commission,  which 
was  a  slight  decrease  from  the  FY  1989  level.  However,  the  Commission  presently  estimates 
that  approximately  3,630  new  cases  will  be  filed  in  FY  199L  and  that  3,830  new  cases  will 
be  filed  in  FY  1992.  It  must  be  noted  that  these  estimates  do  not  take  into  consideration 
the  700  percent  increase  in  the  maximum  civil  penalty  amounts  provided  by  the  newly 
enacted  Omnibus  Budget  Reconciliation  Act  of  1990. 

It  is  likely  that  the  above  increase  in  civil  penalty  amounts  will  increase  the  volume 
of  contested  cases  filed  with  the  Commission.  When  an  employer  is  cited  by  OSHA,  the 
employer  has  the  option  of  paying  the  fine  and  correcting  the  violation  or  of  filing  a  Notice 
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of  Contest  with  the  Commission.  It  is  reasonable  to  assume  that  employers  faced  with 
significantly  higher  fines  will  be  more  likely  to  contest  the  citation  and  pursue  the  matter 
through  hearing  before  the  Commission.  The  Department  of  Labor  has  indicated  that  the 
contest  rate  may  increase  from  the  present  7  to  9  percent  to  perhaps  30  percent  as  a  result 
of  the  new  penalty  amounts.  This  will  result  in  a  concomitant  increase  in  the  Commission's 
caseload.  However,  the  amount  of  this  increase  cannot  be  determined  with  certainty  until 
later  in  FY  1991. 

OSHA  commenced  implementation  of  the  increased  civil  penalty  amounts  in  March 
1991.  Should  the  Commission's  caseload  be  significantly  increased  as  a  result,  the  funding 
and  FTE  levels  in  its  ALJ  program  may  well  require  increases  for  staff,  travel  for  hearings, 
and  hearing  transcript  costs  in  order  to  maintain  a  reasonable  case  disposition  time. 
Otherwise,  the  volume  of  contested  cases  awaiting  disposition  by  Commission  ALJs  may 
increase  in  significant  numbers. 

At  the  second  level  of  Commission  proceedings,  a  sharp  increase  in  directions  for 
review  and  dispositions  has  occurred  since  the  establishment  of  a  quorum  of  commissioners 
in  late  FY  1990.  This  level  of  case  activity  is  expected  to  continue  through  the  remainder 
of  FY  1991  and  FY  1992. 

During  the  past  eight  months,  the  Commission  has  made  substantial  progress  in  the 
disposition  of  cases  which  have  been  at  the  review  level  for  some  time.  Many  of  these  older 
cases  were  pending  as  a  result  of  the  absence  of  a  quorum  of  commissioners,  and  some 
because  the  issues  were  complex  and  difficult  to  decide.  In  addition,  I  attribute  part  of  the 
Commission's  success  in  disposing  of  cases  to  a  change  in  a  procedural  rule  which  now 
encourages  parties  in  proceedings  before  the  commissioners  to  request  oral  argument.  Oral 
arguments  have  enabled  the  commissioners  to  question  the  parties  as  to  their  prospective 
on  the  issues  presented  and  to  reach  accord  on  the  disposition  thereof. 

In  summary,  Mr.  Chairman,  I  am  pleased  with  the  progress  that  the  Commission  has 
made  during  the  past  year  that  I  have  been  Chairman.  I  firmly  believe  that  the  Commission 
will  be  faced  with  an  increase,  and  possibly  a  sizeable  increase,  in  contested  cases  during  FY 
1991  and  1992.  Should  the  increase  prove  to  be  sizeable,  the  continued  utilization  of 
efficient  case  management  procedures  and  careful  use  of  resources  may  not  be  adequate  to 
handle  such  an  increase  without  an  increase  in  staff  personnel. 

This  concludes  my  opening  statement.  Again,  I  appreciate  the  opportunity  to  appear 
before  you  today.  My  staff  and  I  will  be  glad  to  answer  any  questions  that  you  and  the 
Committee  may  have  at  this  time. 
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UN'TED  STATES  OF  AMERICA 

OCCUPATIONAL  SAFETY  AND  HEALTH  REVIEW  COMMISSION 

1825  K  STREET  N.W. 
4TH  FLOOR 
WASHINGTON  DC.  20006-1246 

FAX 

COM  2C2i  63i 
FTS  63J--1003 

EDWIN  G.  FOULKE,  JR. 

On  March  1,  1990,  Edwin  Gerhart  Foulke,  Jr.  was  confirmed  by  the  United  States 
Senate  as  a  member  of  the  Occupational  Safety  and  Health  Review  Commission 
(OSHRC)  and  was  designated  its  Chairman  by  President  George  Bush  on  March  5,  1990. 
Prior  to  his  confirmation,  Mr.  Foulke,  a  native  of  Perkasie,  Pennsylvania,  was  a  partner 
with  the  law  firm  of  Constangy,  Brooks  &  Smith  in  Columbia,  South  Carolina. 

OSHRC,  also  referred  to  as  the  Review  Commission,  was  created  by  the 
Occupational  Safety  and  Health  Act  of  1970  as  an  independent  Federal  adjudicatory 
agency  responsible  for  the  legal  review  of  alleged  health  and  safety  standard  violations 
by  employers  as  cited  by  the  U.  S.  Department  of  Labor's  Occupational  Safety  and 
Health  Administration  (OSHA).  OSHRC  provides  a  two-level  adjudication  system  in 
which  job  health  and  safety  disputes  are  first  heard  by  one  of  the  agency's  Administrative 
Law  Judges,  who  issues  a  decision  that  may  later  be  reviewed  by  the  presidentially- 
appointed  Commission  members.  In  addition  to  its  national  office  in  Washington,  D.  C, 
the  Review  Commission  has  four  regional  offices:  Atlanta,  Boston,  Dallas  and  Denver. 
As  Chairman  of  the  Review  Commission,  Mr.  Foulke  is  responsible  for  all  administrative 
matters  of  the  agency,  and  heads  the  panel  of  three  Commission  members  and  the 
Commission's  corps  of  Administrative  Law  Judges. 

While  in  private  practice,  Mr.  Foulke  was  involved  in  every  area  of  labor  and 
employment  law.  He  has  represented  clients  before  a  number  of  Federal  agencies, 
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including  the  Equal  Employment  Opportunity  Commission,  the  National  Labor  Relations 
Board,  the  U.  S.  Department  of  Labor  and  the  Review  Commission,  and  has  provided 
representation  before  Federal  and  state  courts.  Prior  to  his  position  with  Constangy, 
Brooks  &  Smith,  Mr.  Foulke  worked  as  an  associate  with  the  law  firms  of  Rainey, 
Britton,  Gibbes  &  Clarkson  and  Thompson,  Mann  &  Hutson,  which  are  both  located  in 
Greenville,  South  Carolina. 

While  in  law  school,  Mr.  Foulke  was  a  business  law  and  legal  research  instructor 
at  St.  Mary's  Dominican  College  in  New  Orleans.  He  has  been  active  in  many 
community  and  legal  organizations,  serving  as  the  legal  counsel  to  the  Columbia,  SC 
Jaycees  and  its  Charities  Foundation,  and  as  co-chairman  of  its  Martin  Luther  King,  Jr. 
Memorial  Committee.  Mr.  Foulke  enjoyed  an  active  association  with  the  South  Carolina 
Bar's  Employment  and  Labor  Law  Section,  serving  as  the  chairman  of  its  Labor  and 
Management  Committee,  co-chairman  of  the  Continuing  Legal  Education  Committee, 
and  as  a  member  of  the  Legislative  Liaison  Committee.  While  in  South  Carolina, 
Mr.  Foulke  also  hosted  and  co-produced  a  legal  talk  show  for  the  Greenville  County  Bar 
Association. 

Mr.  Foulke  is  a  member  of  the  Georgia,  South  Carolina,  and  District  of  Columbia 
Bar  Associations  and  is  admitted  to  practice  in  the  Fourth,  Eleventh,  and  D.  C.  Federal 
Circuit  Courts  of  Appeals.  He  is  also  admitted  to  practice  before  the  United  States 
Supreme  Court.  He  is  the  author  of  articles  which  have  appeared  in  the  American  Bar 
Association  Journal  and  the  Labor  Law  Journal  Additionally,  he  has  been  a  guest 
lecturer  at  several  law  schools  and  a  featured  speaker  for  the  American  Bar  Association, 
several  state  Bar  Associations  and  numerous  business  and  labor  organizations. 
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An  All-American  swimmer  in  high  school  and  college,  Mr.  Foulke  received  his 
Bachelor's  degree  with  honors  in  political  science  from  the  North  Carolina  State 
University,  and  received  his  Juris  Doctor  from  Loyola  University  School  of  Law  in  New 
Orleans,  LA  He  is  currently  enrolled  in  the  night  school  program  of  Georgetown 
University  Law  School,  where  he  is  working  on  his  Master's  degree  in  Labor  Law. 


For  additional  information,  please  contact: 
Office  of  Public  Information  (202)  634-7943 
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Mr.  Obey.  Let  me  ask  you,  as  we  start  off,  how  long  does  it  take 
from  the  time  of  notice  of  contest  until  the  final  ALJ  decision  is 
complete,  and  what  has  happened  to  that  length  of  time  over  the 
past  decade? 

Mr.  Foulke.  That  number — it  really  depends  on  how  the  case — 
how  the  case  ends  up.  First,  with  respect  to  cases  that  are  just  set- 
tled out — a  case — a  notice  of  contest  can  be  filed  to  the  Commission 
and  a  case  could  be  assigned  to  one  of  our  Administrative  Law 
Judges,  and  the  case  could  at  some  point  be  settled. 

Normally,  those  cases  are  taking  about  172  days  from  the  time  of 
the  notice  to  the  time  they  are  settled,  on  the  average. 

Of  the  cases  that  actually  go  to  an  administrative  hearing  before 
the  ALJs,  that  time  presently  is  running  at  385  days.  Over  the 
years,  there  has  been  a  slight  increase  in  the  amount  of  time  it  has 
taken,  because  of  a  number  of  different  factors. 

I  think  what  we  are  seeing  presently  is  that  the  cases  are  becom- 
ing a  little  more  complex.  The  number  of  citations  per  case  have 
actually  increased,  and  that  is  a  result  of  OSHA's  shift  to  much 
more  comprehensive  inspections. 

OSHA  is  conducting  much  more  wall-to-wall  search  investiga- 
tions when  they  come  to  facilities.  Therefore,  a  greater  number  of 
items  are  being  issued  in  one  complaint  or  in  one  citation.  So,  we 
are  having  cases  that  are  taking  longer  to  try. 

Mr.  Obey.  What  we  are  trying  to  get  at  is  the  magnitude  of  the 
backlog  pending  before  the  Commission.  Could  you  supply  for  the 
record  dates  of  the  ALJ  undecided  cases  still  pending,  and  tell  us 
how  old  the  cases  are? 

Mr.  Foulke.  When  I  was  confirmed  by  the  Senate  and  became 
Chairman,  in  March  of  last  year,  the  oldest  case  was  the  Bethle- 
hem Steel  case.  Our  oldest  case  came  before  the  Commission  in 
April  of  1982. 

Presently,  our  oldest  case  is  the  Wyman  Gordon  case,  which  goes 
back  to  1987.  We  have  significantly  reduced  what  could  be  classi- 
fied as  a  backlog.  I  am  always  a  little  leery  to  use  the  term  "back- 
log", because  cases  directed  for  review  by  the  Commission  within  a 
fairly  recent  time  period  will  take  a  half-year  to  eight  months 
before  all  the  briefs  are  in. 

During  that  period  of  time.  I  wouldn't  consider  that  case  to  be  a 
backlog.  The  older  cases  on  review  have  been  reduced  from  1982  to 
1987.  If  you  look  at  the  breakdown  of  those  85  cases  pending  before 
the  Commission. 

There  are  six  cases  that  were  directed  back  in  1987.  All  those 
cases  have  been  decided  by  the  Commission,  but  we  are  still  writ- 
ing those  decisions.  The  Wyman  Gordon  case  I  mentioned  earlier  is 
one  of  those  cases. 

There  are  six  cases  in  1988  presently  pending.  Five  of  those  cases 
have  been  decided  by  the  Commission.  One  is  presently  pending. 
We  will  be  handling  that  case  on  oral  argument  in  June. 

There  are  16  cases  presently  pending,  that  were  directed  for 
review  in  1989  and  six  of  those  cases  have  been  decided  by  the 
Commission,  but  the  decisions  have  not  been  written.  Last  year, 
the  average  age  of  a  case  on  review  was  2.25  years.  Now  that  time 
is  down  to  a  approximately  1.2  years. 
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During  the  past  year  we  have  reduced  the  average  case  age  by 
almost  a  year. 

Mr.  Obey.  What  policies  do  you  have  in  place  to  ensure  quality 
work  is  produced  by  the  Administrative  Law  Judges?  Do  they  have 
adequate  time  to  research  and  write  well-written  findings  and  con- 
clusions? 

Mr.  Foulke.  Most  of  our  Administrative  Law  Judges  have  been 
with  us  for  a  substantially  long  period  of  time.  About  60  percent  of 
our  judges  could  retire  today  if  they  wanted  to.  They  have  a  lot  of 
experience  with  the  Commission. 

We  have  provided  each  of  the  regional  offices  and  the  national 
office  an  attorney-advisor  to  assist  the  judges  in  preparing  the 
cases,  and  also  in  the  writing  of  the  decisions  for  the  judges. 

I  think  this  has  actually  speeded  up  or  increased  ALJ  productivi- 
ty and  thus  made  it  more  efficient  for  the  judges  to  handle  more 
cases.  We  have  an  ALJ  ceiling  of  19  positions,  although  there  are 
only  15  judges  on  board  at  the  present  time.  We  have  some  open- 
ings we  will  be  filling  within  the  next  several  months. 

We  seem  to  be  doing  fairly  well  on  case  productivity.  The  judges 
do  have  a  lot  of  experience,  plus  assistance  by  the  attorney-advi- 
sors. Then,  of  course,  the  decisions  written  by  the  judges  are  re- 
viewed at  the  Commission. 

If  a  petition  for  discretionary  review  is  submitted  to  the  Commis- 
sion, obviously  more  review  is  given  to  that  case.  But  if  neither 
party  decides  to  petition,  we  do  provide  some  review  of  those  deci- 
sions. 

Mr.  Obey.  All  right. 

As  I  understand — correct  me  if  any  of  my  facts  are  wrong.  As  I 
understand,  you  were  sworn  in  March  5,  1990? 
Mr.  Foulke.  That  is  correct,  yes,  sir. 

Mr.  Obey.  Is  it  correct  at  that  time  the  Commission  had  been 
without  a  single  member  since  November  29,  1989? 

Mr.  Foulke.  Acting  Chairman  Arey  was  a  recess  appointment. 
Her  term  ended  when  Congress  was  concluded  that  session. 

Mr.  Obey.  You  had  four  months  to  operate  with  a  quorum  in 
fiscal  year  1990. 

Mr.  Foulke.  The  Commission  did  not  have  any  members  during 
that  period  of  time. 

Mr.  Obey.  Didn't  that  just  leave  you  with  four  and  a  half  months 
to  operate  with  a  quorum? 

Mr.  Foulke.  Afterwards.  There  was  a  period  of  time  where  there 
was  no  one  until  I  came  on  board.  Then  from  that  period  until  May 
18,  1990  when  Commissioner  Montoya  and  Commissioner  Wiseman 
were  sworn  in,  and  then  we  had  a  full  Commission  at  that  point. 

Mr.  Obey.  You  have  been  able  to  operate  with  a  quorum  for  how 
long? 

Mr.  Foulke.  Since  May  18  of  last  year. 

Mr.  Obey.  Now,  Commissioner  Montoya  has  recently  completed 
her  term  with  the  Commission? 

Mr.  Foulke.  Her  term  expired  last  Saturday,  yes,  sir. 

Mr.  Obey.  When  do  you  expect  to  have  a  full  team? 

Mr.  Foulke.  I  was  advised  this  morning  the  White  House  has 
submitted  a  letter  of  intention  to  renominate  Dr.  Montoya  to  a  full 
term.  I  don't  know  when  the  paperwork  will  be  forwarded  to  the 
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Hill  nor  on  how  long  the  Senate  Committee  will  take  to  complete 
their  role  in  the  confirmation  process. 

We  are,  however,  proceeding.  We  do  have  a  quorum.  There  are 
two  Commissioners,  and  we  issued  a  decision  yesterday  and  today. 

Mr.  Obey.  You  have  how  many  Commissioners  on  board? 

Mr.  Foulke.  Presently,  two.  Myself  and  Commissioner  Wiseman. 

Mr.  Obey.  What  happens  if  you  have  a  split  decision? 

Mr.  Foulke.  Obviously,  then  the  case  would  just  remain  until  we 
got  a  third  Commissioner. 

Mr.  Obey.  The  Mine  Safety  and  Health  Administration  has  five 
Commissioners.  Only  three  have  to  be  present  to  render  a  final  de- 
cision. Would  it  make  sense  for  you  to  have  five  people  on  the  Com- 
mission? 

Mr.  Foulke.  That  proposal  has  been  raised  in  the  past,  and  there 
are  advantages  and  disadvantages  to  having  five  members.  The  ad- 
vantage, obviously,  being  the  lack  of  a  quorum  more  than  likely 
would  not  occur.  For  that  reason,  I  think  having  five  members 
would  be  an  advantage  to  the  Commission. 

I  would  say,  though,  that  I  don't  think  we  are  going  to  have  a 
problem  with  the  quorum.  I  know  the  White  House  is  committed  to 
having  a  full  Commission,  and  they  are  moving  rapidly  on  trying 
to  get  the  nomination  on  our  third  member  back  in  which  would 
give  us  a  full  membership  until  1993. 

Mr.  Obey.  According  to  your  budget  justification,  OSHA  in  the 
last  year  produced  substantial  increase  in  the  number  of  serious 
and  willful  repeated  violations. 

Mr.  Foulke.  That  is  correct. 

Mr.  Obey.  Is  that  right,  114,000  versus  39,000— five  years  ago? 

Mr.  Foulke.  Those  are  the  numbers  they  have  put  into  their 
report.  I  am  going  to  have  to  defer  to  their  report.  But  we  have 
definitely  seen  an  increase  in  the  number  of  serious  and  willful  vio- 
lations and  repeats,  especially  in  the  willful  category  with  the  egre- 
gious policy  being  implemented  by  the  Department  of  Labor. 

Mr.  Obey.  My  understanding  at  this  point,  there  are  43  egregious 
cases  pending  before  the  Administrative  Law  Judges  and  six  before 
the  Commission,  is  that  correct,  roughly? 

Mr.  Foulke.  There  are  43  cases  pending  before  the  Administra- 
tive Law  Judges  and  six  presently  pending  before  the  Commission. 

Mr.  Obey.  I  understand  the  proposed  penalties  total  three  mil- 
lion, six  hundred-some-thousand  dollars,  involving  1,270-some  viola- 
tions? 

Mr.  Foulke.  Yes. 

Mr.  Obey.  How  long  have  those  cases  been  pending  before  the 
Commission?  What  do  you  think  it  looks  like  before  they  are 
cleaned  up? 

Mr.  Foulke.  Those  cases  have  not  been  before  the  Commission.  I 
was  just  looking  to  see  how  many  egregious  cases  there  are. 

Mr.  Obey.  How  long  have  they  been  before  the  judges  and  before 
the  Commission,  I  should  ask? 

Mr.  Foulke.  Well,  I  think  most  of  those  cases  are  1989  or  young- 
er, because  the  egregious  policy  by  OSHA  did  not  come  into  effect 
until  1986-1987. 

Mr.  Obey.  Why  don't  you  supply  that  for  the  record,  so  we  have 
a  full  picture?  My  only  concern  is  that,  obviously,  these  cases — 
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under  these  cases,  you  are  not  going  to  see  abatement  proceed  until 
there  is  a  decision. 

[The  information  follows:] 


SUMMARY  OF  EGREGIOUS  CASES 


Total  cases 

Earliest  docketing  date 

Fiscal  year 
docketed 

Earliest  direction  tor 
review  date 

Proposed 
penalties 

Cases  under  review  

6 

Mar.  12,  1987 

Aug.  16,  1988 

$3,333,800 

Cases   before   administrative  law 

1 

1988 

1,649,700 

judges. 

7 

1989 

4,469,420 

15 

1990 

13,581,520 

15 

1991 

6,160,820 

Mr.  Foulke.  Our  oldest  egregious  case  is  a  Caterpillar  case,  and 
that  is  the  one  we  plan  on  scheduling  for  oral  arguments  in  June. 
That  is,  I  believe,  a  1988  case. 

Mr.  Obey.  Three  years  is  a  long  time  to  wait  for  abatement.  I  un- 
derstand the  Commission  decided  a  case,  Boise  Cascade  case,  in 
which  the  role  of  workers  in  legal  proceedings  was  at  stake? 

Mr.  Foulke.  Yes. 

Mr.  Obey.  What  is  the  role  of  employees  to  elect  party  status?  Is 
it  true  they  are  not  allowed  to  have  knowledge  of  settlement  agree- 
ments? And  if  so,  why  is  that? 

Mr.  Foulke.  They  are  not  allowed — I  didn't  catch  that. 

Mr.  Obey.  Any  knowledge  of  settlement  agreements. 

Mr.  Foulke.  Under  our  Boise  Cascade  decision,  and  also  our  Gen- 
eral Electric  decision,  we  basically  stated  that,  we  believed  that  af- 
fected employees  and  their  representatives,  normally  labor  organi- 
zations have  the  right  to  have  input  in  settlement  negotiations. 

In  oral  arguments  in  Boise  Cascade,  one  of  the  questions  specifi- 
cally asked  the  Secretary  of  Labor's  representative,  was  whether  or 
not  it  was  their  policy  to  receive  input  from  the  affected  employees 
or  their  designated  representatives. 

So  the  affected  employees  that  elect  party  status  would,  under 
the  statements  by  the  Department  of  Labor,  be  allowed  to  have 
input. 

Mr.  Obey.  Having  input  is  not  the  same  as  being  able  to  effect  an 
agreement  or  being  informed  what  the  shape  of  that  agreement 
might  look  like. 

Mr.  Foulke.  Your  statement  is  correct  in  that  having  input  as 
opposed  to  having  veto  power  over  what  exactly  will  be  in  the 
agreement  is  not  the  same. 

I  know,  based  on  the  GE  case  and  the  Boise  Cascade  case  and 
after  looking  at  the  statute  and  also  the  case  law,  we  feel  the  role 
of  the  Commission  in  directing  the  prosecutorial  discretion  of  the 
Secretary  as  to  what  input  can  be  received  is  pretty  specific  in  that 
area. 

The  case  law  pretty  much  states  the  Secretary  has  authority  to 
say  how  much  input  and  when  the  input  will  be  received.  We  have 
taken  the  position,  if  an  affected  employee  or  their  designated  rep- 
resentative shows  that  they  were  refused  any  input  into  the  settle- 
ment agreements,  we  may  not  approve  those  settlement  agree- 
ments. 
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And  we  have  directed  our  ALJs,  if  they  receive  that  type  of  com- 
ment while  the  case  is  pending  before  them,  that  they  should 
notify  the  Secretary  of  Labor  and  the  employer  that  this  complaint 
has  been  lodged  and  that  no  input  has  been  received. 

However,  to  answer  your  question,  input  does  not  necessarily 
mean  they  are  going  to  have  veto  power  over  what  is  going  to  be  in 
the  settlement  agreement. 

Mr.  Obey.  Okay.  We  will  have  other  questions  for  the  record. 

Mr.  Pursell? 

Mr.  Pursell.  Thank  you,  Mr.  Chairman. 

With  respect  to  the  vacancies  at  the  Commission  level,  when  the 
Commission  expires,  they  vacate  the  seat,  so  you  either  have  a 
quorum  or  you  don't.  Has  there  been  any  discussion  of  changing 
the  statute  in  which  that  person  could  serve  out  that  term  until  a 
subsequent  appointment  or  reappointment? 

Mr.  Foulke.  I  know  that  several  commissions  do  have  that  type 
of  provision  in  their  enabling  legislation.  That  has  been  talked 
about. 

Mr.  Pursell.  Would  that  help  you  in  terms  of  timing? 

Mr.  Foulke.  I  think  it  would  be  very  helpful.  In  the  past,  several 
people  have  been  nominated  but  have  not  been  confirmed,  and 
some  have  been  appointed  by  recess  appointment,  and  their  terms 
have  run  out  at  the  end  of  a  certain  time  period.  I  think  it  would 
be  helpful  if  it  would  allow  the  continuum  of  members. 

The  problem  is  when  we  end  up  having  just  one  member.  That  is 
the  biggest  difficulty.  And  we  had  that  problem  when  Acting  Chair- 
man Arey  was  in  her  position  for,  I  believe,  seven  months,  where 
she  was  the  sole  member. 

Mr.  Pursell.  Is  Education  and  Labor  Committee  your  authoriza- 
tion committee? 

Mr.  Foulke.  I  believe  so,  yes,  sir. 

Mr.  Pursell.  Is  it  appropriate  for  you  to  recommend  legislation 
to  them,  or  would  one  of  us  want  to  do  that? 

Mr.  Foulke.  Since  we  are  an  independent  agency  and  an  admin- 
istrative adjudicative  body,  it  is  very  unlikely  we  would  provide 
that  type  of  recommendation 

We  do  from  time  to  time  provide  comments  on  legislation  when 
we  are  requested. 

Mr.  Pursell.  Maybe  you  could  address  a  letter  to  Chairman  Ford 
and  suggest  that  improvement. 

Mr.  Foulke.  It  would  definitely  solve  one  of  the  main  criticisms 
in  the  past  of  the  Commission. 

Mr.  Pursell.  How  many  regional  offices  do  we  have? 

Mr.  Foulke.  Four:  Boston,  Atlanta,  Denver  and  Dallas. 

Mr.  Pursell.  How  many  total  administrative  judges? 

Mr.  Foulke.  Nineteen.  Presently,  we  only  have  15. 

Mr.  Pursell.  How  many  attorneys?  Do  we  have  some  vacancies 
in  the  attorneys? 

Mr.  Foulke.  We  have  two  vacancies. 

Mr.  Pursell.  How  many  attorneys? 

Mr.  Foulke.  Nineteen. 

Mr.  Pursell.  I  was  looking  at  your  record  of  appropriations  over 
the  last  15  years.  You  are  expecting  your  caseload  to  go  up.  You 
are  probably  going  to  have  a  pretty  tight  year. 
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On  your  estimates  

Mr.  Foulke.  We  are  very  conservative  on  our  estimates.  If  you 
look  at  the  Department  of  Labor,  and  OSHA  specifically,  I  think 
they  are  anticipating  an  increase  in  the  number  of  cases,  because 
of  the  seven-fold  increase  in  penalties  enacted  last  year  in  the 
budget  reconciliation  bill. 

Mr.  Pursell.  You  say  that  increase  is  your  cases.  When  fines  go 
up,  is  that  the  right  

Mr.  Foulke.  I  see  many  cases  where  the  fines  are  in  the  $1,000 
or  $2,000  range.  A  lot  of  employers  go  ahead  and  settle  those  cases 
as  opposed  to  obtaining  legal  counsel. 

That  is  one  thing  about  the  Commission.  In  30  to  40  percent  of 
our  cases,  the  employers  appear  pro  se  before  the  Commission,  and 
this  averages  out  to  about  35  percent  over  all  the  offices.  We  do 
have  a  large  number  of  cases  where  you  can  see  that  a  lot  of  the 
employers  would  prefer  not  to  hire  attorneys  to  handle  these  cases, 
if  at  all  possible. 

I  think  as  the  penalties  increase,  where  if  you  had  a  willful,  that 
might  have  been  $10,000,  and  it  goes  to  $70,000  that  more  than 
likely  would  encourage  an  employer  to  seek  legal  counsel  because 
of  the  amount  of  liability  they  are  exposed  to. 

We  tried  to  be  conservative  on  our  case  numbers,  and  on  our  in- 
crease case  estimates  numbers,  because  we  have  so  many  different 
factors.  The  Commission  case  load  is  pretty  much  tied  to  the  De- 
partment of  Labor  and  the  number  of  inspections  OSHA  does. 

Some  of  our  estimates  have  been  a  little  bit  off  because  of  the 
number  of  inspections  OSHA  performed.  Their  estimates  were 
either  up  or  down  from  the  actual  number  of  inspections.  We  are 
tied  to  that  point. 

Also,  our  case  load  is  dependent  upon  how  strict  OSHA  wants  to 
be  on  their  settlements.  If  they  issue  a  proposed  fine  of  $1,000,000 
and  try  to  settle  it  but  not  to  take  anything  off  the  proposed  penal- 
ty in  trying  to  settle  the  case,  there  is  a  likelihood  we  may  get  the 
case. 

If  they  agree  to  settle  the  case  for  $250,000,  an  employer  may  be 
likely  to  settle  the  case.  We  are  tied  to  that.  It  is  hard  for  us  to  say 
with  certainty  what  our  caseload  would  be. 

Mr.  Pursell.  I  understand. 

My  last  question  is  one  that  may  not  relate  to  your  field.  But  can 
you  tell  me  from  what  area  the  bulk  of  your  cases  will  come? 

Mr.  Foulke.  I  think  still  the  bulk  of  our  cases  will  be  in  the  con- 
struction area.  We  still  have  a  lot  of  trenching  cases  that  come 
before  us.  One  of  the  things  that  I  think  is  important  to  realize  is 
that  OSHA,  in  conducting  their  inspections,  most  of  their  inspec- 
tions are  complaint  inspections. 

Somebody  has  filed  a  complaint,  or  there  are  fatalities.  They  do 
have  certain  ones  they  are  looking  at.  The  meat  processing  busi- 
ness has  been  put  on  schedule  and  the  petrochemical  industry  has 
also  been  set  up  on  an  inspection  schedule  because  of  the  number 
of  explosions.  Most  of  the  cases  are  complaints  and  a  lot  of  them 
involve  fatalities. 

Mr.  Pursell.  Heavy  underground? 
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Mr.  Foulke.  Mostly  trenching  cases  and  exposures  to  falls.  We 
are  starting  to  see  now  some  cases  involving  the  lock-out/tag-out 
standard  which  has  been  instituted  although  I  believe  it  isn't  final. 

OSHA  is  also  focusing  on  the  ergonomics  cases,  which  is  repeti- 
tive motion  and  cases  involving  cumulative  trauma,  carpal  tunnel 
and  tendonitis,  and  back  problems. 

Mr.  Pursell.  Do  you  feel  we  have  the  proper  legal  and  appellate 
process  in  the  Commission?  Also,  in  order  to  maintain  proper 
safety  standards  and  a  high  degree  of  regulation  compliance,  does 
the  federal  government  have  a  good  system  in  order? 

Mr.  Foulke.  I  believe  so.  I  think  the  way  it  is  set  up,  is  a  good 
way  for  it  to  work.  You  have  a  situation  where,  first  of  all,  that  92 
percent  of  the  citations  issued  by  OSHA  are  settled.  If  we  got  into  a 
larger  number  if  the  contest  rate  went  from  what  it  presently  is,  6 
to  7  percent,  to  30  or  40  percent,  OSHA  is  going  to  bog  down.  They 
would  be  in  court  all  day  with  their  compliance  officers. 

If  the  compliance  officers  are  in  court,  they  can't  do  the  number 
of  inspections  they  plan  on  doing.  But  the  Review  Commission  and 
the  way  it  is  set  up,  I  think  it  is  an  efficient  way  to  handle  the 
contested  cases  in  a  lesser  time  period  than  would  be  required  if  an 
alternative  system  was  used. 

I  would  say,  even  if  you  were  going  to  State  court,  which  a  lot  of 
State  plans  do,  they  are  looking  at  two  or  three  years  before  they 
get  through  the  District  court.  If  you  want  to  go  to  Court  of  Ap- 
peals you  look  for  another  two  or  three  years  to  get  a  decision. 

Right  now,  we  are  under  a  year  for  most  ALJ  decisions  and  a 
little  over  a  year  for  the  Commission  review  decisions.  We  are 
moving  along.  So,  for  a  speedy  adjudication,  I  believe  the  Review 
Commission  is  the  most  efficient  process  as  opposed  to  the  only 
other  option,  which  would  be  to  go  to  the  Federal  courts.  You  are 
not  going  to  see  any  shorter  time  periods  for  decisions  by  utilizing 
that  system. 

I  mentioned  earlier,  30  to  40  percent  of  the  cases  are  pro  se,  so 
the  employers  do  not  have  attorneys  when  they  come  before  us. 

Our  judges,  when  they  conduct  hearings,  go  to  the  courthouse  as 
close  to  the  site  of  alleged  violations  as  possible,  thus  saving  costs 
on  the  part  of  the  parties.  I  think  it  is  an  efficient  and  a  cost  effec- 
tive way  to  process  cases.  The  key  is  to  keep  the  Commission  fully 
staffed. 

Mr.  Pursell.  Thank  you,  Mr.  Chairman. 

Mr.  Obey.  We  have  a  number  of  other  questions  for  the  record, 
but  I  am  out  of  time. 

Mr.  Foulke.  I  understand.  We  appreciate  it  very  much. 

[Questions  and  answers  for  the  record  and  the  justifications 
follow:] 
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Mr.  Natcher:  Mr.  Foulke,  last  year  you  told  us  that  as 
the  new  Chairman,  you  would  be  reinstituting  oral 
arguments  before  the  Commission.  How  many  will  you  be 
hearing  this  year?  What  kind  of  response  have  you  seen 
to  this  new  policy?  How  has  it  affected  the  overall 
quality  of  the  cases,  and  the  case  processing  time? 

Mr.  Foulke:  The  next  oral  argument  ordered  is  in 
Caterpillar.  Inc..  OSHRC  Docket  No.  87-0922.  The 
argument  is  scheduled  for  Thursday,  June  13,  1991.  I 
expect  that  we  will  schedule  between  3  and  6  more  oral 
arguments  this  calendar  year. 

The  response  has  been  excellent.  The  preparation  and 
quality  of  the  arguments  has  been  consistently  high.  The 
turnout  of  interested  members  of  the  public  has  caused  us 
to  consider  moving  future  arguments  to  an  outside 
facility  that  can  accommodate  more  people.  The 
Occupational  Safety  and  health  Bar  has  responded  very 
favorably.  We  now  are  receiving  more  requests  for  oral 
argument  and  more  requests  from  intervenors  and  amici 
curiae  to  participate. 

I  have  no  doubt  that  all  three  Commissioners  who 
participated  in  the  oral  arguments  held  to  date  would 
agree  that  the  arguments  have  been  valuable  and  have 
resulted  in  a  more  thorough  examination  of  the  issues. 
As  a  result,  the  quality  of  our  decisions  inevitably 
increases.  We  have  limited  the  arguments  to  older  and 
more  difficult  cases.  Although  additional  preparation 
time  is  necessary  in  oral  argument  cases,  I  believe  that 
interplay  with  the  parties  at  oral  argument  speeds  the 
ultimate  resolution  of  more  complicated  cases. 

Mr.  Natcher:  In  1990,  the  Commission  had  a  quorum  for 
only  four  and  a  half  months  and  it  was  able  to  issue  21 
decisions  in  that  period.  How  many  petitions  for 
Commission  Review  did  you  have  in  1990,  and  how  many  were 
approved?  Do  you  know  how  many  cases  were  appealed  to 
Courts  of  Appeals  in  lieu  of  a  Commission  Review?  Does 
the  absence  of  a  quorum  create  a  serious  problem  in  the 
operation  of  the  Commission?  Are  some  petitions  for 
Commission  Review  denied  which  otherwise  would  be 
approved  if  a  quorum  were  present?  Are  the  staff  kept 
busy  when  a  quorum  is  absent?  What  progress  has  been 
made  this  year  in  catching  up  on  the  Commission  Review 
workload? 

Mr.  Foulke:  During  Fiscal  Year  1990,  124  petitions  for 
discretionary  review  were  filed  with  the  Commission  of 
which  64  were  granted. 
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During  Fiscal  Year  1990,  21  cases  were  filed  in  the 
appellate  courts  in  which  the  Commission  did  not  review 
the  decisions  by  the  administrative  law  judge. 

Section  12(f)  of  the  OSH  Act  provides,  in  pertinent  part, 
that  "For  the  purpose  of  carrying  out  its  functions  under 
this  Act,  .  .  .  official  action  can  be  taken  only  on  the 
affirmative  vote  of  at  least  two  members."  This 
provision  has  no  major  impact  on  the  handling  of  cases  by 
Commission  Administrative  Law  Judges  except  that 
interlocutory  review  is  not  available.  With  regard  to 
cases  on  review  before  the  full  Commission,  cases  no 
longer  can  be  decided  and  many  motions  cannot  be  acted 
upon.  At  the  review  level,  the  absence  of  a  quorum  is  a 
very  serious  problem. 

Section  12  (j)  of  the  Act  provides  that  a  case  can  be 
directed  for  review  by  the  full  Commission  at  the 
discretion  of  any  single  Commission  member.  Thus,  if  the 
Commission  has  only  one  Commission  member,  cases  can  be 
directed  for  review  but  they  cannot  be  decided  and 
issued.  In  the  past,  each  time  the  Commission  has  had 
only  one  Commissioner,  the  lack  of  a  quorum,  the 
imminence  of  achieving  one,  and  the  nature  of  the 
violative  conditions  were  factors  that  were  considered  in 
the  decision  of  whether  to  direct  review  of  a  particular 
case.  Almost  inevitably,  these  factors  resulted  in  cases 
not  being  directed  for  review  that  otherwise  would  have 
been. 

In  the  past,  the  Commission  staff  were  busy  during 
periods  of  no  quorum.  Staff  analysis  could  be  completed 
in  all  pending  cases  and  on  motions,  up  to  the  point  of 
votes  by  Commission  members.  Some  motions  were  acted 
upon  under  longstanding  delegations  of  authority. 
Administrative  noncase  work  largely  proceeded  normally. 
As  noted  above,  activities  before  the  Administrative  Law 
Judges  were  unaffected  for  the  most  part. 

Considerable  progress  in  case  disposition  has  been  made 
since  a  quorum  was  achieved  on  May  18,  1990.  At  that 
time,  about  78  cases  were  pending  on  review.  Many  of 
these  were  old  cases;  the  oldest  had  been  directed  for 
review  in  1982.  Today,  the  oldest  case  pending  before 
the  Commission  is  a  1987  case.  Since  May  of  last  year 
over  80  cases  have  been  decided  and  issued.  The  average 
age  of  pending  cases  has  been  reduced  from  about  two  and 
one  quarter  years  to  about  one  and  one  quarter. 

Mr.    Natcher:       The   Budget   Reconciliation  Act   of  1990 
increased  the  maximum  civil  penalty  for  safety  and  health 
violations  from  $10,000  to  $70,000,    and  established  a 
mandatory     minimum     penalty     of     $5,000     for  willful — 
violations.  When     will     these     new     penalties  be 
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implemented?    Is  the  number  of  citations  expected  to  rise 
significantly?      How   are   these   penalties    expected  to 
change  the  contest  and  settlement  rates?    How  will  your  * 
case  load  be  impacted  by  the  new  fines? 

Mr.  Foulke:  The  new  penalties  will  apply  to  inspections 
initiated  on  or  after  March  1,  1991,  and  are  applicable 
to  violations  that  occurred  on  or  after  November  5,  1990, 
the  date  the  reconciliation  measure  was  signed  into  law. 

Assistant  Secretary  Scannell  has  stated  it  is  expected 
that  OSHA  will  conduct  approximately  47,000  worksite 
inspections  in  FY  92,  a  lesser  increase  than  in  previous 
years.  However,  he  noted  that  FY  92  inspections  will  be 
more  comprehensive  in  nature. 

The  increase  in  penalties  will  in  all  likelihood  result 
in  an  increase  of  contested  cases.  It  is  too  early  to 
assess  the  actual  effect  of  the  sevenfold  increase  in 
penalties. 

In  the  event  that  the  contest  rate  increases  as  much  as 
30%  as  predicted  by  OSHA,  a  concomitant  increase  in  the 
Commission  caseload  will  result.  The  totality  of  the 
increase  must  await  the  future  course  of  events. 

Mr.   Natcher:     How  many  staff  do  you  currently  have  on 
board? 

Mr.   Foulke:     At  the  present  time,  the  Commission  has  76 
positions  encumbered. 

Mr.  Natcher:  What  are  the  total  costs  which  you  are 
absorbing  in  1991  due  to  the  pay  raises  and  the  across- 
the-board  cut  in  the  appropriation? 

Mr.  Foulke:  As  a  result  of  the  Omnibus  Budget 
Reconciliation  Act,  the  Commission's  FY  1991 
appropriation  was  reduced  from  $6,401,000  to  $6,247,000, 
a  decrease  of  $154,000.  The  Commission  will  absorb  pay 
increases  of  approximately  $354,000  for  FY  1991. 

Mr.  Natcher:     Where  did  you  take  these  reductions? 

Mr.  Foulke:  The  majority  of  the  increased  pay  costs  are 
being  absorbed  in  the  personnel  compensation  area  by 
delaying  the  filling  of  vacancies  as  they  occur  until 
late  fourth  quarter  FY  1991,  as  well  as  in  non-pay  areas 
such  as  travel,  equipment  maintenance  contracts, 
printing,  court  reporting,  training,  and  legal  research 
services. 

Mr.  Natcher:    Does  your  1992  request  fully  restore  these 
cuts? 
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Mr.  Foulke:  The  FY  1992  request  level  fully  restores  the 
anticipated  costs  of  those  funding  areas  that  reductions 
are  being  effected  in  for  FY  1991. 

Mr.  Natcher:  Are  you  able  to  process  your  current 
caseload  in  a  timely  manner  at  the  current  staffing 
level? 

Mr.  Foulke:  At  the  review  level,  a  backlog  of  old, 
difficult  cases  built  up  as  a  result  of  the  vacancies  in 
Commissioners  positions  in  the  late  1980's.  The 
considerable  progress  made  in  deciding  those  cases  is 
described  in  question  2,  above.  This  process  would  have 
been  faster  if  costs  absorbed  in  FY  1991  had  not 
necessitated  leaving  some  vacancies  unfilled. 
Nevertheless,  progress  in  the  last  year  was  better  than 
expected  and  our  current  staffing  plans  are  adequate 
unless  either  the  incoming  caseload  exceeds  estimates  or 
a  significant  unexpected  turnover  occurs  in  our 
experienced  attorney  staff. 

The  current  staffing  level  of  ALJ's  is  able  to  dispose  of 
its  caseload  in  a  timely  manner.  However,  should  the 
caseload  volume  increase  as  predicted  because  of  the 
increased  penalties  and  comprehensive  inspections,  it  is 
likely  that  ALJ  staffing  will  need  to  be  reviewed. 

Mr.  Natcher:  Your  request  includes  3  additional 
positions  in  the  administrative  law  judge  function,  and 
one  additional  administrative  position.  What  types  of 
positions  are  these?  What  can  you  tell  us  about  the 
numbers  and  types  of  cases  which  justifies  these 
additional  4  positions? 

Mr.  Foulke:  The  three  positions  in  the  Administrative 
Law  Judge  program  are  Administrative  Law  Judge  positions 
that  have  become  vacant  as  the  result  of  retirement  and 
transfer  actions  and  have  been  left  unfilled  as  part  of 
the  Commission's  effort  to  absorb  the  FY  1991  increased 
pay  costs.  The  same  reason  applies  to  an  unfilled 
secretarial  position  in  the  administrative  program  area. 

Mr.  Natcher:  Can  you  explain  to  us  how  you  forecast  your 
caseloads? 

Mr.  Foulke:  At  the  review  level,  incoming  case  estimates 
are  based  primarily  on  the  number  and  types  of  cases  that 
are  being  heard  by  the  Administrative  Law  Judges  and  on 
the  expected  enforcement  climate  for  the  forecast  year. 
Adjustments  are  made  for  such  factors  as  possible  remands 
from  the  courts  of  appeals,  possible  sources  of 
interlocutory  review  activity,  and  OSHA  activity  that  is 
likely  to  affect  the  caseload.    An  example  of  the  latter 
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is  the  new  penalty  policy,  which  was  implemented  on 
March  1,  1991. 

The  Commission  has  no  control  over  the  factors  that 
affect  the  number  of  new  cases  received  at  the 
administrative  law  judge  level.  These  factors  are 
controlled  by  OSHA,  including  the  number  of  inspections 
conducted,  the  complexity  of  the  inspections,  the  number 
of  resulting  citations,  and  the  proposed  penalties. 

In  the  past  years,  however,  there  have  been  discernible 
trends  in  new  cases  received  at  the  administrative  law 
judge  level.  Preliminary  estimates  extending  these 
trends  into  future  years  are  arrived  at  using  linear 
regression  analysis.  The  resulting  data  is  then 
considered  in  light  of  additional  factors  such  as  the 
number  of  inspections  forecast  by  OSHA,  new  standards 
that  will  become  effective,  and,  as  at  present,  the  new 
penalty  structure.  The  final  estimate  is  arrived  at 
after  consideration  of  these  various  factors. 

With  respect  to  new  cases  at  the  review  level,  estimates 
are  based  upon  the  number  of  decisions  expected  to  be 
filed  by  the  administrative  law  judges,  the  number  of 
petitions  for  discretionary  review  expected  to  be 
received,  and  the  number  of  members  expected  to  be  on 
board  during  the  year. 

Mr.  Natcher:  You  have  estimated  a  60%  increase  in  new 
Review  Commission  cases  in  1991.  With  half  the  year 
over,  has  this  increase  begun  to  materialize? 

Mr.  Foulke:  The  large  estimated  increase  in  review  level 
cases  for  FY  1991  was  largely  predicated  on  an  aggressive 
enforcement  posture  by  OSHA  and  on  the  large  increase  in 
the  number  of  requests  for  Commission  review  of  ALJ 
decisions  in  the  second  half  of  FY  1990.  As  of  the  end 
of  March,  1991,  the  increase  has  not  materialized.  In 
the  first  half  of  FY  1991,  the  number  of  petitions  for 
discretionary  review  dropped  considerably  from  the 
previous  year.  We  do  not  know  why.  Traditionally,  case 
activity  is  lower  during  the  first  half  of  the  fiscal 
year,  but  that  factor  does  not  seem  adequate  to  explain 
the  magnitude  of  the  drop.  Perhaps,  it  is  related  to  the 
slow  economy. 

Mr.  Natcher:  You  are  also  estimating  that  the  Commission 
will  dispose  of  120  cases  in  1992.  Given  the  increasing 
complexity  of  cases,  is  that  an  optimistic  estimate? 

Mr.  Foulke:  It  may  be  at  this  time,  but  not  because  of 
the  complexity  of  cases.  At  this  time,  the  principal 
factors  in  the  Commission's  ability  to  decide  and  issue 
cases  are  staffing  and  the  experience  level  of  attorneys 
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working  at  the  review  level.  We  have  been  unable  to  fill 
some  vacancies  because  of  absorbed  costs  and  cuts  in  the 
FY  1991  appropriation.  Because  of  orientation  and 
training  time  for  new  attorneys,  the  longer  these 
vacancies  remain, the  lower  productivity  for  the  positions 
will  be  in  FY  1992.  Additional  losses  of  experienced 
attorneys  would  aggravate  the  situation. 

Mr.  Natcher:  What  will  be  the  average  case  age  in  1992 
and  how  does  that  compare  to  1991  and  1990? 

Mr.  Foulke:  In  the  spring  of  1990,  the  average  age  of 
pending  cases  at  the  review  level  was  about  2.25  years. 
Today,  it  is  about  1.25  years.  By  the  end  of  calendar 
year  1991,  it  is  our  goal  to  have  the  average  age  of 
pending  cases  down  to  about  9  months  or  .75  year. 

The  average  case  age  before  the  ALJ  in  FY  92  is 
anticipated  to  be  between  160-170  days;  for  FY  90  the 
average  age  was  130  days  and  through  mid  FY  91  it  was  150 
days. 

The  increase  in  FY  92  is  anticipated  based  on  more 
complex  cases  and  increases  in  penalties. 

Mr.  Natcher:  How  old  are  the  oldest  cases  pending  at  the 
Administrative  Law  Judge  and  Commission  Review  levels? 

Today,  the  oldest  case  pending  at  the  review  level  is 
Wvman  Gordon  Co.  .  OSHRC  Docket  No.  84-0785.  It  was 
directed  for  review  on  March  24,  1987.  It  has  been 
decided  and  presently  an  opinion  is  being  drafted. 

There  is  a  1979  and  a  1981  case  pending  before  the  ALJs. 
Both  cases  are  expected  to  be  settled  within  sixty  (60) 
days. 

Mr.  Natcher:  When  are  goals  for  closing  some  of  these 
old  cases? 

Mr.  Foulke:  Age  is  a  primary  consideration  in  scheduling 
cases  for  disposition.  In  the  past  year,  the  Commission 
has  successfully  disposed  of  about  80  cases  and  lowered 
the  age  of  the  oldest  pending  case  from  1982  to  1987. 
Today,  there  are  4  cases  remaining  from  1987;  all  have 
been  decided  and  opinions  are  being  drafted.  There  are 
4  cases  remaining  from  1988.  Of  these,  3  have  been 
decided  and  opinions  are  being  drafted.  The  fourth  is 
scheduled  for  oral  argument  on  June  13 .  There  are  16 
cases  pending  from  1989.  Ten  of  these  have  been  decided 
and  opinions  are  being  drafted.  As  noted  above  in 
question  13,  we  have  targeted  all  these  cases,  as  well  as 
some  others,  for  issuance  this  year. 
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Mr.  Natcher:  Are  employees  working  under  unhealthy  or 
unsafe  conditions  while  the  citation  appeals  are  pending? 

Mr.  Foulke:  As  you  know,  the  Occupational  Safety  and 
Health  Act  does  not  require  abatement  of  alleged  hazards 
until  the  entry  of  a  final  order  by  the  Commission  in  any 
review  proceedings  initiated  by  the  employer  in  good 
faith  and  not  solely  for  delay  or  the  avoidance  of 
penalties.  In  practice,  few  cases  reach  the  level  of 
Commission  review  in  which  employees  are  still  exposed  to 
hazardous  conditions.  Many  employers  correct  matters 
voluntarily.  Many  unsafe  conditions  are  transitory  and 
no  longer  exist.  To  the  extent  that  dangers  may  still  be 
present  in  a  workplace  in  a  case  directed  for  review,  the 
Commission  attempts  to  dispose  of  the  case  on  a  priority 
basis. 

We  have  no  first  hand  knowledge  of  any  such  conditions, 
nor  have  any  complaints  alleging  such  been  filed  with  the 
Commission.  However,  it  appears  that  industry  in  general 
is  fully  cognizant  of  the  benefits  both  to  their 
employees  and  to  the  employer  of  maintaining  a  safe  and 
healthful  working  atmosphere. 

Mr.  Natcher:  Do  you  have  any  estimates  as  to  the  average 
cost  to  an  employer  to  appeal  to  the  Administrative  Law 
Judge,  commission  Review,  and  Court  of  Appeals? 

Mr.  Foulke:  We  have  no  specific  estimates  on  these 
costs,  in  part  because  they  would  vary  so  greatly 
depending  on  the  size  and  complexity  of  the  case  and 
whether  the  case  settles  or  goes  to  a  hearing.  We  do 
know  that  any  case  can  be  presented  to  a  Commission  ALJ 
for  less  than  it  would  cost  to  litigate  the  case  in  a 
federal  district  court.  Further,  through  use  of  our 
"simplified  proceedings",  full  Commission  review  also  can 
be  achieved  relatively  cheaply  on  the  filing  of  two 
documents.  Federal  court  of  appeals  review  is  almost 
invariably  expensive,  probably  averaging  over  $20,000. 

Depending  on  the  complexity  of  the  case,  the  necessary 
discovery  for  case  preparation,  the  preparation  of  all 
pleadings,  the  length  of  the  trial,  the  witnesses  (expert 
and  lay)  to  be  called,  the  cost  of  a  trial  before  the  ALJ 
will  vary  from  several  thousand  dollars  up  to  $25,000  in 
complicated  cases.  Thereafter,  the  cost  of  an  appeal  to 
the  Commission,  and  if  needed  to  the  Court  of  Appeals 
will  require  an  additional  $5,000-25,000.  Thus,  the 
total  attorney  fee  could  run  the  gamut  from  approximately 
$10,000  to  $50,000  depending  on  what  level  of  legal 
proceedings  are  instituted. 

Mr.  Natcher:  What  percentage  of  your  cases  are  pro  se 
cases? 
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Mr.  Foulke:     About  35  percent. 

Mr.  Natcher:  Do  pro  se  cases  have  comparable  win  rates 
to  cases  represented  by  professional  legal  counsel? 

Mr.  Foulke:  Pro  se  litigants  have  win  rates  that  are 
comparable  to  litigants  who  are  represented  by 
professional  legal  counsel.  However,  most  litigants  who 
go  to  a  full  hearing  are  represented  by  counsel.  Each 
case  has  different  facts  and  the  Commission  and  its 
judges  attempt  to  provide  a  fair  hearing  for  all 
litigants  regardless  of  whether  they  are  represented  by 
professional  counsel  or  act  pro  se. 

Mr.  Natcher:  The  Committee  understands  that  you  may  have 
to  relocate  your  headquarters,  but  no  funds  are  included 
in  the  budget  for  the  move.  Can  you  explain  this 
situation,  and  tell  us  how  this  would  be  funded? 

Mr.  Foulke:  Should  the  General  Services  Administration 
(GSA)  make  the  determination  not  to  renew  the  current 
lease  for  the  Commission's  National  Office  in  the  spring 
of  FY  1992,  it  will  be  necessary  to  relocate  to  a 
location  selected  by  the  General  Services  Administration. 
Given  the  uncertainty  of  the  situation,  it  is  not 
possible  to  estimate  the  amount  of  funds  that  would  be 
required  should  a  relocation  be  necessary.  The 
Commission  is  not  requesting  to  be  relocated  and  is  of 
the  opinion  that  if  a  relocation  is  required  by  GSA,  then 
those  costs  should  be  borne  by  GSA. 

Mr.  Natcher:  What  is  the  total  amount  of  the  1992  pay 
raise  and  how  much  is  being  absorbed  under  your  proposed 
budget? 

Mr.  Foulke:  The  anticipated  FY  1992  pay  increase  is 
$153,000  and  will  be  absorbed  within  the  FY  1991  request 
level . 

Mr.  Natcher:  Provide  a  list  of  the  Commission  members 
and  term  expiration  dates. 

Mr.  Foulke:  The  present  Commission  members  and  their 
respective  term  expirations  are  as  follows: 

Edwin  G.   Foulke,  Jr.,  April  27,  1995 
Donald  G.  Wiseman,  April  27,  1993. 

Mr.  Natcher:  Provide  a  table  showing  gaps  in  a 
Commission  quorum  for  last  5  years. 

Mr.  Foulke:  The  Commission  quorum  information  for  the 
past  five  years  is  as  follows: 
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January  1,  1990  -  May  17,1990  No  quorum 

April  28,  1989  -  December  31,  1989  No  quorum 
January  1,  1988  -  November  21,  1988  No  quorum 
April  28,  1987  -  December  31,  1987  No  quorum 
April  28,   1985  -  August  8,   1985  No  quorum 

Mr.  Natcher:  Now  that  1991  is  half  over,  how  would  you 
revise  your  1991  and  1992  caseload  estimates? 

Mr.  Foulke:  At  the  review  level,  the  incoming  caseload 
in  FY  1991  will  likely  be  less  than  estimated,  probably 
totalling     some     65-75     cases.  The     estimate  for 

dispositions  should  remain  accurate.  For  FY  1992,  there 
presently  is  no  reason  to  change  the  estimates. 
Virtually  everyone  expects  a  substantial  increase  in 
contested  cases  due  to  increased  proposed  penalties.  As 
yet,  we  have  no  experience  with  the  increased  penalty 
cases.  Because  there  are  so  many  variables  in 
determining  whether  a  case  will  settle  or  be  litigated, 
we  cannot  at  this  time  accurately  project  how  many  more 
cases  will  reach  the  review  level  in  FY  1991. 

OSHA's  estimate  of  the  inspections  it  expected  to  make 
was  high;  accordingly,  new  contested  cases  filed  with  the 
Commission  decreased.  The  Commission  presently  estimates 
that  approximately  3,300  new  cases  will  be  filed  in  FY 
91.  We  are  not  in  a  position  to  revise  the  FY  92 
estimated  caseload  at  this  time,  but  must  await  future 
contest  rate  figures  which  will  result  from  under  the 
increased  penalties  of  the  Reconciliation  Act  of  1990 
together  with  more  comprehensive  OSHA  enforcement. 

At  the  administrative  law  judge  level,  it  appears  that 
the  new  cases  received  will  be  somewhat  less  than 
forecasted.  The  submission  indicates  that  3,360  new 
cases  will  be  received  by  the  judges  in  fiscal  year  1991. 
However,  given  our  current  rate  it  appears  that 
approximately  3,400  cases  will  be  received,  about  5 
percent  less  than  forecasted.  In  this  regard,  it  should 
be  noted  that  in  January  of  1990  OSHA  forecast  61,450 
inspections  for  1991,  whereas  in  February  1992  that 
estimate  was  revised  downward  to  44,000. 

For  fiscal  year  1992,  OSHA  has  estimated  that  its 
inspections  will  rise  to  47,000.  Moreover,  at  that  time 
the  new  penalty  policy  will  be  in  full  force  and  effect. 
Consequently,  no  change  in  the  FY  1992  estimate  can  be 
made  at  this  time. 
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OCCUPATIONAL  SAFETY  AND  HEALTH  REVIEW  COMMISSION 


1825  K  Street  N.  W. 
Washington,  D.  C.  20006 
(202)  634-7943 


SUMMARY 

The  Occupational  Safety  and  Health  Review  Commission  (OSHRC)  is  an  independent 
quasi-judicial  agency  established  by  the  Occupational  Safety  and  Health  Act  of  1970  ("Act") 
(84  Stat.  1590;  29  U.S.C.  651-678). 

Under  the  Act,  the  Review  Commission  is  delegated  the  responsibility  to  adjudicate  cases 
forwarded  to  it  by  the  Department  of  Labor  when  disagreements  arise  over  the  results  of 
safety  and  health  inspections  performed  by  the  Occupational  Safety  and  Health 
Administration  (OSHA).  The  Act  provides  that  employers  have  the  right  to  contest  any 
alleged  job  safety  or  health  violation  cited  as  a  result  of  an  inspection  by  OSHA,  the 
penalties  proposed  by  OSHA  as  a  result  of  the  alleged  violation,  and  the  time  period  given 
by  OSHA  to  correct  and/or  abate  any  alleged  hazardous  situation.  Affected  employees  and 
their  representatives  may  initiate  a  case  by  challenging  the  propriety  of  the  time  period 
OSHA  has  allowed  for  correction  of  any  alleged  violative  condition. 

The  principal  (national)  office  of  the  Review  Commission  is  located  in  Washington,  D.  C. 
There  are  also  four  regional  offices  where  some  of  the  Review  Commission's  Administrative 
Law  Judges  and  staff  are  assigned. 


Occupational  Safety  and  Health  Review  Commission 
Regional  Offices 


Address 


Phone 


Atlanta,  GA  30309 

1365  Peachtree  Street,  N.E. 


(404)  347-4197 
FTS  8/257-4086 


Boston,  MA  02109 
John  W.  McCormack  Post 
Office  and  Courthouse 


(617)  223-9746 
FTS  8/223-9746 


Dallas,  TX  75242 
1100  Commerce  Street 


(214)  767-5271 
FTS  8/729-5271 


Denver,  CO  80204 

1244  North  Speer  Boulevard 


(303)  844-2281 
FTS  8/564-2281 
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OCCUPATIONAL  SAFETY  AND  HEALTH  REVIEW  COMMISSION 
WITNESS  LIST 


FOULKE,  Edwin  G.,  Jr. 
COLLINS,  Jan  S. 
OHMAN,  Earl  R.,  Jr. 
TENNEY,  Paul  A. 
HOSS,  Larry  A. 


Chairman 

Executive  Director 

General  Counsel 

Chief  Administrative  Law  Judge 

Director,  Office  of 
Administrative  Services 
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OCCUPATIONAL  SAFETY  AND  HEALTH  REVIEW  COMMISSION 


SALARIES  AND  EXPENSES 


For  salaries  and  expenses  necessary  for  the  operation  of  the  Occupational  Safety  and  Health 
Review  Commission,  *[$6,401,000]  $6.711.000.  Departments  of  Labor,  Health  and  Human 
Services,  and  Education,  and  Related  Agencies  Appropriations  Act,  1991. 


*  $6,247,000  was  made  available  as  specified  by  the  Omnibus  Budget  Reconciliation  Act 
of  1990. 
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OCCUPATIONAL  SAFETY  AND  HEALTH  REVIEW  COMMISSION 

SALARIES  AND  EXPENSES 
Amounts  Available  for  Obligation 

FTE  FTE 
1991  Employment  1992  Employment 

Appropriation  *$6,401,000  78  $6,711,000  82 


*  As  specified  by  the  Omnibus  Budget  Reconciliation  Act  of  1990,  the  FY  1991  availability 
of  funds  is  $6,247,000. 
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OBLIGATION  BY  ACTIVITY 


1991  1992  Increase  or 

Base  Request  Decrease 

FTE         Amount  FTE       Amount  FTE  Amount 

Commission  Review                 25       $1,936,000  25     $2,146,000  0  $+210,000 


Administrative  Law 

Judge  Determinations  34        2,980,000      37      3,169,000     +  3  +189,000 


Administration  19        1.331.000      20      1.396.000     +1  +65.000 


TOTAL  OBLIGATIONS  78      $6,247,000      82     $6,711,000     +4  $+464,000 
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SUMMARY  OF  CHANGES 


1991  Estimated  Obligationsv 

1992  Estimated  Obligations 

Net  Change 


$6,247,000 
6,711,000 
$+464,000 


FY  1991 


Change  from 
Base 


INCREASES: 

Personnel  Compensation 
Permanent  Positions 

Personnel  Benefits 

Travel 

Office  Rental  Payments 
Telephone  Costs 
FTS2000 

U.  S.  Postal  Service 
Printing  and  Microfiche  Costs 
Court  Reporting  Costs 
Equipment  Maintenance  Costs 
National  Finance  Center  Costs 
Training  Costs 

Commercial  Contractor  Costs 
Office  Supplies  and  Materials  Costs 
Law  Library  Costs 


$4,338,000 
643,000 
114,000 
720,000 
27,000 
14,000 
22,000 
15,000 
145,000 
33,000 
21,000 
3,000 
25,000 
18,000 
65,000 


$+346,000 

+30,000 
+5,000 

+  11,000 
+  1,000 
+  1,000 
+6,000 
+  1,000 

+40,000 
+7,000 
+  1,000 
+2,000 

+  11,000 
+2,000 
+2,000 


TOTAL  INCREASES 


$+466,000 


DECREASES: 

ADP  Communication  Lines 


$25,000 


$-2,000 


TOTAL  DECREASES 


$-2,000 
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OBLIGATION  BY  OBJECT 


1991 
Estimate 


1992  Increase  or 

Request  Decrease 


Full  Time  Equivalent 
Employment 

Full  Time  Equivalent 
of  Other  Positions 

Total  Full  Time 
Equivalent  Employment 


78 


78 


82 


82 


+4 


+4 


Personnel  Compensation: 

Permanent  Positions 

Positions  other  than  Permanent 

SUBTOTAL:  Personnel  Compensation 

Personnel  Benefits 

Benefits  for  Former  Personnel 

Travel  and  Transportation  of  Persons 

Transportation  Costs 

Rent,  Communications  and  Utilities: 

Standard  Level  User  Charges 

Other  Rent,  Communications 
and  Utilities 

Printing  and  Reproduction 

Other  Service  Costs 

(Court  Reporting,  GSA, 
Commercial  Contracts) 

Supplies  and  Materials 

Equipment 

TOTAL  OBLIGATIONS  BY  OBJECT 


$4,338,000        $4,684,000  $+346,000 

$4,338,000  $4,684,000  $+346,000 
$  643,000         $  673,000  $  +30,000 


114,000  119,000 
5,000  5,000 


720,000 

88,000 
15,000 
239,000 

83,000 
2,000 


731,000 

94,000 
16,000 
300,000 

87,000 
2,000 


+5,000 


+  11,000 

+6,000 
+  1,000 
+61,000 

+4,000 


$6,247,000        $6,711,000  $+464,000 
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OCCUPATIONAL  SAFETY  AND  HEALTH  REVIEW  COMMISSION 


AUTHORIZING  LEGISLATION 


1992 


Appropriation 

Legislation  \  Authorized  Requested 

Occupational  Safety  and  Health  Act: 
Section  12  of  the  Act  of 

December  29,  1970  (PL  91-596)  Indefinite  $6,711,000 
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OCCUPATIONAL  SAFETY  AND  HEALTH  REVIEW  COMMISSION 
SALARIES  AND  EXPENSES 

Budget 


J_/0 1  unci  I  c 

House 

Senate 

Year 

to  Congress 

Allowance 

Allowance 

Appropriation 

1071 

«  7s  noo 

«    75  000 

«    75  000 

$   7^  nnn 

400  000 

400  000 

400  000 

1  so?  nnn 

107^ 

17  t  J 

5  070  000 

5  070  000 

5  070  000 

*  q<;o  ono 

«J,OJU,UaJU 

1074 
17  /** 

4  800  000 

4  800  000 

4  800  000 

4  687  00n 

1075 
±7  1  j 

5  720  000 

5  51?  000 

S  700  000 

5  51?  000 

1976 

^  806  000 

5  760  000 

5  760  000 

S  760  000 

10TO 

17  I 

1  464  000 

1  464  000 

1  464  000 

1  464  000 

1977 

6  280  000 

6  607  000 

6  607  000 

6  607  000 

1978 

7  150  000 

7  150  000 

7  1 50  000 

7  1 50  000 

1979 

7,658,000 

7,658,000 

7,658,000 

7,658,000 

1980 

7,450,000 

7,450,000 

7,450,000 

7,450,000 

1981 

7,806,000 

7,806,000 

7,806,000 

7,806,000 

1982 

7,787,000 

7,787,000 

7  387  000 

7  092  000 

1983 

6,316,000 

6,316,000 

6,316,000 

6,316,000 

1984 

6  331  000 

5  082  000 

6  339  000 

5  982  000 

I70J 

0,14  J, uuu 

<:  nnn 

0,14J,UUU 

a  iai  nnn 
0,14  J, uuu 

1986 

5,742,000 

5,901,000 

5,901,000 

*5,647,000 

1987 

5,750,000 

5,647,000 

5,750,000 

5,750,000 

1988 

6,232,000 

5,885,000 

5,885,000 

5,885,000 

1989 

6,002,000 

5,831,000 

5,831,000 

5,845,000 

1990 

5,970,000 

5,970,000 

5,970,000 

5,970,000 

1991 

6,401,000 

6,401,000 

6,401,000 

**6,401,000 

1992 

6,711,000 

*  Includes  reductions  pursuant  to  PL  99-177. 

**  Reduced  to  $6,247,000  pursuant  to  Omnibus  Budget  Reconciliation  Act  of  1990. 
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OCCUPATIONAL  SAFETY  AND  HEALTH  REVIEW  COMMISSION 


1991  1992  Increase  or 

Base  Request  Decrease 

FTE         Amount   FTE       Amount   FTE  Amount 


Personnel  Compensation 

and  Benefits  78      $4,981,000      82     $5,357,000     +4  $+376,000 

Other  Expenses   1.266.000  1.354.000  + 88.000 

TOTAL  78      $6,247,000      82     $6,711,000     +4  $+464,000 


The  Occupational  Safety  and  Health  Review  Commission  (OSHRC)  was  established  on 
April  28,  1971,  pursuant  to  the  Occupational  Safety  and  Health  Act  of  1970  (PL  91-596). 
The  agency  adjudicates  issues  in  dispute  between  the  U.  S.  Department  of  Labor's 
Occupational  Safety  and  Health  Administration  (OSHA)  and  employers  (or  their  employees) 
to  whom  OSHA  has  issued  citations  alleging  a  violation  of  the  Act. 

Hearings  on  the  citations  are  held  locally  by  Review  Commission  Administrative  Law  Judges 
who  issue  decisions  as  to  the  issues  in  disputes.  The  judges'  decisions  can  be  appealed  to 
the  full  Commission  within  30  days.  If  any  one  of  three  Review  Commission  members 
directs  review  of  the  judge's  decision  during  that  30-day  period,  the  Review  Commission  will 
examine  and  render  a  decision  on  this  case  by  either  affirming,  modifying  or  vacating  the 
ALJ's  decision.  If  no  member  of  the  Review  Commission  directs  review  during  the  30-day 
period,  the  judge's  report  becomes  final.  All  decisions  issued  by  the  Review  Commission  are 
subject  to  direct  appeal  to  the  U.  S.  Courts  of  Appeal. 
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OCCUPATIONAL  SAFETY  AND  HEALTH  REVIEW  COMMISSION 


1991  1992  Increase  or 

Base  Request  Decrease 

PTE         Amount   FTE       Amount   FTE  Amount 


Personnel  Compensation 
and  Benefits  25      $1,594,000      25     $1,714,000  $+120,000 

Other  Expenses   342.000  432.000  -1-90.000 

TOTAL  25      $1,936,000      25     $2,146,000  $+210,000 

Commission  Review 

The  review  function  is  presently  accomplished  by  the  Commissioners  and  their  staffs  (9  FTE) 
and  the  Office  of  the  General  Counsel  (16  FTE). 

When  a  case  is  directed  for  review  by  one  of  the  Review  Commission  Members,  the  case 
is  assigned  to  the  Office  of  the  General  Counsel.  Following  the  submission  of  briefs,  it  is 
assigned  to  an  attorney,  who  is  responsible  for  the  case  until  it  is  issued  as  a  final 
Commission  Order.  The  attorney  prepares  a  decisional  memorandum  or  a  draft  decision 
depending  upon  the  complexity  of  the  case.  The  case  then  generally  proceeds  through  the 
following  steps  in  the  decisional  process: 

1.  The  decisional  memorandum  or  draft  decision  is  presented  at  a  meeting  of  the 
three  Commissioners  for  their  votes.  If  the  case  is  presented  in  the  form  of  a  decisional 
memorandum,  a  draft  decision  is  prepared  following  the  meeting  in  accordance  with  the 
votes  of  the  Commissioners.  If  the  case  is  prepared  in  the  form  of  a  draft  decision,  the  draft 
is  either  accepted  or  revised  in  accordance  with  the  instructions  of  the  Commissioners. 
Following  revision,  draft  decisions  are  circulated  as  proposed  decisions  to  the  Commissioners 
for  signature. 

2.  After  signature  by  the  Members,  the  proposed  decision  is  issued  as  a  final 
Commission  Order.  In  cases  in  which  an  individual  Commission  Member  wishes  to  file  a 
separate  opinion,  the  separate  opinion  normally  is  filed  after  the  majority  has  signed  the 
proposed  decision.  A  decision  or  separate  opinion  may  be  revised  several  times  before 
issuance  as  a  final  order. 

Accomplishments 

On  February  28,  1990,  Chairman  Edwin  G.  Foulke,  Jr.  was  confirmed  by  the  United  States 
Senate  and  on  March  5,  1990  he  was  sworn  in.  At  that  time,  the  Commission  had  been 
without  a  single  Member  since  November  22, 1989,  when  former  Acting  Chairman  Linda  L 
Arey's  recess  appointment  expired.  A  quorum  was  achieved  on  May  18,  1990,  upon  the 
appointment  of  Commissioners  Velma  Montoya  and  Donald  G.  Wiseman.  Thus,  in 
FY  1990,  the  Commission  operated  with  a  quorum  for  only  about  four  and  one-half  months. 
Twenty-one  decisions  were  issued  during  this  period.  In  all,  25  decisions  were  issued  in 
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FY  1990  and  63  new  cases  were  received  at  the  review  level.  The  Commission  ended 
FY  1990  with  108  cases  pending  at  the  review  level.  In  the  first  quarter  of  FY  1991,  the 
Commission  issued  18  decisions  and  received  16  new  cases.  See  Table  I,  page  13. 

Projections 

The  Commission  has  estimated  that  it  will  receive  100  new  cases  in  FY  1991.  This  estimate 
is  a  significant  increase  over  the  63  new  cases  received  in  FY  1990.  The  increase  is 
attributed  to  three  factors.  First,  the  presence  of  a  full  Commission  and  stable  quorum  will 
cause  review  to  be  sought  and  directed  in  a  larger  number  of  cases.  Second,  case  activity 
before  the  Commission's  Administrative  Law  Judges  continues  to  increase.  Third,  the 
Department  of  Labor  will  begin  to  implement,  on  March  1,  1991,  the  seven-fold  increase  in 
OSHA  penalty  limits  which  was  enacted  as  a  part  of  last  year's  budget  reconciliation.  Large 
increases  in  proposed  penalty  amounts  may  substantially  raise  the  number  of  contested 
cases.  At  the  same  time,  the  Commission  aims  to  issue  80  decisions  in  FY  1991.  As  was 
true  in  FY  1990,  many  of  these  cases  are  older  cases  that  accumulated  during  the  periods 
the  Commission  lacked  a  quorum.  Although  Commissioner  Montoya's  term  expires  on  April 
27, 1991,  case  production  estimates  are  not  expected  to  be  affected.  The  largest  uncertainty 
in  FY  1991  projections  is  the  size  of  the  caseload  increase  due  to  the  amended  penalty 
limits. 

The  Commission  expects  to  enter  FY  1992  with  approximately  128  cases  pending  on  review. 
Approximately  110  new  cases  are  expected  in  FY  1992.  This  small  increase  over  the 
estimate  for  FY  1991  represents  continuing  uncertainty  over  the  effects  of  the  penalty 
increases  in  FY  1991.  A  strong  production  year  of  120  issued  decisions  is  projected.  The 
large  increase  in  the  estimated  number  of  decided  cases  in  FY  1992  is  based  on  a  stable, 
experienced  Commission  Membership  and  the  addition  of  two  attorney  positions  in  the 
Office  of  the  General  Counsel.  The  Commission  estimates  it  will  end  FY  1992  with  about 
118  pending  cases.  Based  on  these  estimates,  the  cases  pending  should  also  all  be  of  recent 
vintage  -  an  average  age  of  one  year  or  less. 
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TABLE  I 

COMMISSION  REVIEW 


Fiscal 
Year 

ALJ 

Decisions 

New  Cases 
on  Review 

Percentage 

Disposition 

Pending  at 
End  of  Fiscal  Year 

1983 

1,152 

58 

5.0 

104 

152 

1984 

1,220 

46 

3.8 

88 

110 

1985 

1,329 

39 

2.8 

53 

96 

1986 

1,518 

45 

3.0 
1.9 

76 
60 

65 

1987 

1,813 

34 

39 

1988 

2,279 

44 

1.9 

6 

77 

1989 

3,163 

44 

1.4 

51 

70 

1990 

3,632 

63 

1.7 

*25 

108 

1991  (est.) 

3,725 

100 

2.7 

80 

128 

1992  (est.) 

3,950 

110 

2.8 

120 

118 

TABLE  2 

CASES  REVIEWED 

FY  1983  1,152 

FY  1984  1,220 

FY  1985  1,329 

FY  1986  1,518 

FY  1987  1,813 

FY  1988  2,279 

FY  1989  3,163 

FY  1990  3,632 

FY  1991  (est.)  3,725 

FY  1992  (est.)  3,950 


*  A  quorum  of  Commission  members  was  first  achieved  on  May  18,  1990.  Only  four  dispositions 
on  review  occurred  in  FY  1990  prior  to  that  date. 
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OCCUPATIONAL  SAFETY  AND  HEALTH  REVIEW  COMMISSION 


1991  1992  Increase  or 

Base  Request  Decrease 

FTE         Amount   PTE       Amount   FTE  Amount 


Personnel  Compensation 
and  Benefits  34       $2,490,000      37     $2,679,000      +3  $+189,000 

Other  Expenses   490.000  490.000  ~ 

TOTAL  34      $2,980,000      37     $3,169,000     +3  $+189,000 

ADMINISTRATIVE  LAW  JUDGE 

The  function  of  the  Review  Commission's  Administrative  Law  Judges  is  to  adjudicate 
cases  and  to  that  end  to  conduct  hearings  and  other  proceedings  under  the  formal 
adjudicative  requirements  of  the  Administrative  Procedure  Act.  Consistent  with  the 
Commission's  mission,  these  proceedings  are  to  be  conducted  in  an  efficient,  expeditious  and 
fair  manner. 


Under  Commission  procedure,  cases  (contests)  are  filed  with  the  Commission's 
Executive  Secretary;  the  cases  are  docketed  and  sent  to  the  Chief  Administrative  Law  Judge, 
who  assigns  the  cases  consistent  with  APA  requirements  to  the  Administrative  Law  Judges 
in  the  Commission's  national  and  regional  offices.  The  parties  are  then  afforded  an 
opportunity  for  a  hearing. 


Workload  Expectation  and  Performance 


Cases  Pending 
Beginning  of  Year 

New  Cases  Received 

Case  Dispositions 

After  Assignment 
but  Without  Hearing 


Actual  Actual 

FY  1989  FY  1990 

1,238  1,548 

3,504  3,365 

2,957  3,084 


Est.  Est. 

FY  1991  FY  1992 

1,551  1,456 

3,630  3,830 

3,400  3,600 


Heard  and  Decided  by  Judge      237  278  325  350 
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During  FY  1990,  OSHA  conducted  45,000  inspections.  While  this  is  a  slight  decrease 
from  the  number  of  inspections  in  previous  years,  OSHA  represents  that  these  inspections 
are  more  comprehensive  and  have  a  greater  positive  impact  on  improved  worker  safety  and 
health.  The  past  year's  inspections  produced  a  substantial  increase  in  the  number  of  serious, 
willful,  repeated,  and  failure  to  abate  hazards  identified  over  the  number  identified  five  years 
ago  --  114,496  versus  39,811.  State  of  the  Agency  Report  (DOL  Oct.  1990),  p.  4. 

Similarly,  the  number  of  new  cases  before  the  Commission's  Judges  in  FY  1990  was 
3,365  cases,  which  is  139  cases  less  than  FY  1989.  However,  the  conduct  of  more 
comprehensive  OSHA  inspections  has  resulted  in  contests  of  more  difficult  cases  containing 
increased  numbers  of  citations.  This  is  particularly  true  of  cases  arising  from  OSHA's 
"egregious"  citation  policy. 

Historically,  OSHA  had  a  policy  of  grouping  violations  of  set  standards  as  a  single 
violation  of  penalty  purposes.  However,  currently  in  "egregious"  cases,  OSHA  has  a  policy 
of  issuing  "instance-by-instance"  citations;  that  is,  individual  citations  and  corresponding 
penalties  are  issued  for  each  separate  violation.  This  policy  has  been  expanded  to  many 
cases,  including  those  involving  lead  and  noise  exposure,  ergonomics,  hazard  communication, 
machine-guarding,  construction,  and,  on  a  few  occasions,  the  full  range  of  safety  issues 
covered  by  the  OSHA  general  industry  standards. 

There  are  currently  43  "egregious"  cases  pending  before  the  Administrative  Law  Judges 
and  six  before  the  Commission  itself.  The  latter  six  cases  (the  others  have  not  been  fully 
heard)  involve  1,272  total  violations  and  a  total  of  $3,637,605  in  proposed  penalties.  The 
hearings  lasted  an  average  of  10.5  days.  The  transcripts  averaged  about  2,088  pages. 

Also,  contributing  to  the  future  workload  will  be  adjudications  arising  as  a  result  of  the 
penalty  increases  under  the  Omnibus  Budget  Reconciliation  Act  of  1990.  The  maximum 
OSHA  penalty  for  a  willful  or  repeated  violation  was  raised  from  $10,000  to  $70,000..  A 
minimum  penalty  of  $5,000  for  a  willful  violation  has  also  been  prescribed.  In  addition, 
section  17  of  OSHA  is  amended  to  increase  penalties  from  $1,000  to  $7,000  for  serious, 
nonserious,  and  posting  violations,  and  from  $1,000  to  $7,000  per  day  for  failure  to  abate  a 
violation.  As  a  consequence  of  these  changes,  some  further  increase  in  new  cases  is 
considered  likely. 

With  respect  to  the  impact  of  standards-setting  activity  upon  caseload,  the  Court  of 
Appeals  for  the  Eleventh  Circuit  has  not  yet  issued  a  decision  in  Courtaulds  Fibers.  Inc.  v. 
OSHA.  (Nos.  89-7073  et  al.).  The  case  involves  the  permissible  exposure  limits  for  over  400 
air  contaminants.  The  impact  of  any  limits  that  may  be  judicially  approved  would  likely  be 
in  late  FY  1991  and  FY  1992.  Standards  activity  in  the  construction  industry,  particularly 
that  concerning  steel  erection  and  fall  protection,  is  also  expected  to  contribute  to  a  rising 
caseload  in  FY  1991  and  FY  1992. 

The  case  dispositions  by  the  Administrative  Law  Judges  for  FY  1990  exceeded  by  168 
cases  the  dispositions  for  the  previous  fiscal  year;  3,362  cases  as  opposed  to  3,194.  The  total 
dispositions  for  FY  1990  matched  closely  the  total  number  of  new  cases  that  were  received; 
3,365  cases.  There  was,  however,  some  increase  in  the  average  time  of  case  disposition.  For 
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FY  1990,  in  case  dispositions  without  hearing,  the  average  time  of  disposition  was  123  days; 
in  dispositions  following  hearing  , the  average  time  of  disposition  was  336  days.  For  FT  1989, 
for  case  dispositions  without  hearing  the  average  time  of  case  disposition  was  109  days;  in 
dispositions  following  hearing  the  average  time  of  time  of  disposition  was  256  days.  The 
increase  in  the  time  of  case  disposition  is  attributed  to  processing  more  cases  of  increasing 
complexity  and  size,  including  cases  arising  under  OSHA's  "egregious"  enforcement  policy 
that  has  been  described. 
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OCCUPATIONAL  SAFETY  AND  HEALTH  REVIEW  COMMISSION 


1991  1992  Increase  or 

Base  Request  Decrease 

FTE         Amount   FTE       Amount   FTE  Amount 


Personnel  Compensation 
and  Benefits  19      $  897,000      20     $  964,000     +1     $  +67,000 

Other  Expenses   434.000  432.000   -2.000 

TOTAL   19      $1,331,000      20     $1,396,000     +1     $  +65,000 

\ 

ADMINISTRATION 

All  administrative  support  of  the  Commission's  programs  on  both  the  national  and 
regional  offices  level  is  provided  by  three  departments  under  the  direct  supervision  of  the 
Executive  Director. 

Office  of  the  Executive  Director 

Acting  under  the  delegated  authority  as  well  as  direction  from  the  Chairman  of  the 
Review  Commission,  the  Executive  Director  directly  supervises  the  full  range  of 
administrative  support  functions  required  to  meet  the  program  needs  of  the  entire 
Commission.  These  functions  include,  but  are  not  limited  to,  the  oversight  and  assessment 
of  the  overall  effectiveness  of  the  Performance  Management  System;  the  development  and 
implementation  of  policy  in  accordance  with  law,  rule,  or  regulation;  effective  utilization  of 
personnel  while  implementing  an  effective  EEO  program;  labor-management  negotiation 
and  mediation;  and  policy  decisionmaking  for  the  Commission  in  non-adjudicative  matters 
relating  to  administration  and  management,  including  contact  with  the  Executive  and 
Legislative  branches  of  the  Federal  government. 

Office  of  Administrative  Services 

Under  the  direction  of  the  Executive  Director,  the  Director  of  Administrative  Services 
is  responsible  for  the  preparation,  written  justification  and  execution  of  the  Commission's 
annual  budget.  This  office  provides  a  full  range  of  support  services  including  human 
resource  management,  employee  training  and  guidance  counseling;  financial  management, 
including  procurement,  payroll,  payment  of  travel  expenses  and  invoices  for  goods  and 
services;  space  utilization;  office  services;  telecommunications;  mail  handling;  safety  and 
health  in  the  workplace;  equipment  maintenance;  and  inventory  control. 
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Office  of  the  Executive  Secretary 

The  Executive  Secretary  serves  as  a  Clerk  of  the  Court  for  the  Review  Commission 
under  the  authority  of  29  U.S.C.  at  661(e)  and  (f).  In  this  capacity,  the  functions  of  the 
office  include  the  official  receipt  and  docketing  of  all  cases  before  the  Commission,  as  well 
as  the  processing,  maintenance  and  proper  disposition  of  the  official  case  files.  This  office 
has  the  authority  to  process  and  issue  orders  and  decisions  at  the  direction  of  a  majority  of 
the  Commission  Members  and  maintains  the  official  minutes  and  the  seal  of  the 
Commission. 

In  addition,  the  Executive  Secretary  is  directly  responsible  to  the  Executive  Director  for 
the  control  and  maintenance  of  the  agency's  ADP  equipment  and  programs  while  serving 
as  ADP  manager  and  Information  Resources  Manager  for  the  Commission. 

Office  of  Public  Information  and  Records  Management 

Reporting  directly  to  the  Executive  Director,  the  Public  Information  Specialist  is 
responsible  for  the  reproduction  and  duplication  of  all  substantive  case  decisions  of  the 
Commission  as  required  by  29  U.S.C.  at  61(g)  and  5  U.S.C.  at  552(a)(2);  as  well  as  serves 
as  the  primary  representative  for  the  disposition  of  requests  filed  under  the  Freedom  of 
Information  Act  and  the  Privacy  Act  in  accordance  with  law  as  detailed  in  29  CFR  at 
2201.1-2201.8. 

This  office  is  also  charged  with  the  responsibility  to  maintain  an  effective  working 
relationship  with  all  forms  of  the  media,  Congressional  liaison  personnel  and  the  public-at- 
large  for  the  purpose  of  dissemination  of  information  about  the  activities  and  operations  of 
the  Commission;  as  well  as  the  preparation,  editing,  publication  and  distribution  of 
organizational  materials  to  assist  the  general  public. 

To  carry  out  the  intent  of  the  Paperwork  Reduction  Act,  this  office  provides  a  Central 
Records  Center  for  the  agency  which,  in  turn,  carries  out  the  rules  and  regulations  for  the 
timely  disposition  of  all  non-adjudicative  records  in  compliance  with  law  and  regulations. 
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Wednesday,  May  1,  1991. 
NATIONAL  LABOR  RELATIONS  BOARD 

WITNESSES 

JAMES  M.  STEPHENS,  CHAIRMAN 
!      JERRY  M.  HUNTER,  GENERAL  COUNSEL 

D.  RANDALL  FRYE,  ACTING  DEPUTY  GENERAL  COUNSEL 
JOSEPH  E.  DeSIO,  ASSOCIATE  GENERAL  COUNSEL 
JOHN  C.  TRUESDALE,  EXECUTIVE  SECRETARY 
MELVIN  J.  WELLES,  CHIEF  ADMINISTRATIVE  LAW  JUDGE 
GLORIA  JOSEPH,  DIRECTOR  OF  ADMINISTRATION 
HARDING  DARDEN,  JR.,  BUDGET  OFFICER 

EDWARD  BLANSITT,  EXECUTIVE  ASSISTANT  TO  THE  DIRECTOR  OF  AD- 
MINISTRATION 

Mr.  Early  [presiding].  The  committee  will  come  to  order. 

This  morning,  we  will  hear  from  the  National  Labor  Relations 
Board,  Mr.  James  M.  Stephens,  the  Chairman.  Welcome,  Mr.  Ste- 
phens. Tell  us  who  you  have  with  you  at  the  table. 

INTRODUCTION  OF  ASSOCIATES 

Mr.  Stephens.  Thank  you,  Mr.  Chairman. 

To  the  far  right  is  Judge  Mel  Welles,  our  Chief  Administrative 
Law  Judge.  To  my  immediate  right  is  John  Truesdale,  Executive 
Secretary.  To  my  immediate  left  is  Harding  Darden,  our  Budget  Of- 
ficer; Jerry  Hunter,  General  Counsel;  Randy  Frye,  the  Acting 
Deputy  General  Counsel.  We  are  also  accompanied  by  Yvonne 
Dixon  and  Joseph  DeSio,  Associate  General  Counsel;  Gloria  Joseph; 
and  Ed  Blansitt,  Executive  Assistant  to  the  Director  of  Administra- 
tion. 

Mr.  Early.  Fine.  You  may  proceed  with  your  statement. 
Highlights — Chairman 

Mr.  Stephens.  Thank  you,  Mr.  Chairman.  We  previously  submit- 
ted our  statement  for  the  record.  I  will  just  briefly  mention  a 
couple  of  highlights. 

The  fiscal  year  1992  budget  now  before  you  requests  an  appro- 
priation of  $162,000,000.  That  compares  to  the  1991  appropriation 
of  $147,400,000.  This  is  based  upon  a  careful  analysis  of— and  best 
estimate  of — the  number  of  cases  that  we  anticipate  receiving  in 
1992;  how  they  will  be  resolved,  the  number  of  staff-years  and  em- 
ployment needed  based  on  targeted  rates  of  productivity;  and  final- 
ly, the  direct  and  support  cost  to  handle  the  anticipated  caseload. 

We  anticipate  there  will  be  a  1.8-percent  increase  in  cases  for 
1992.  And  for  that,  we  feel  we  would  need  about  a  1-percent  in- 


(587) 


588 


crease  in  our  staff.  The  1992  request  represents  a  $14,500,000  in- 
crease over  1991. 

I  would  like  to  point  out  that  the  vast  bulk  of  that  increase,  ap- 
proximately $11,600,000  of  that  14,500,000,  is  what  we  would  con- 
sider built-in  increases,  principally  salary  increases,  COLAs,  locali- 
ty pay,  personnel-related  costs,  and  a  rent  increase  from  GSA, 
which  then  leaves  about  $2,900,000  which  we  are  requesting  for  ad- 
ditional funds  to  handle  the  increased  staffing. 

I  would  like  just  to  highlight  a  couple  of  things  relative  to  the 
Board,  as  opposed  to  the  General  Counsel's  operations.  I  am 
pleased  to  report  that  for  the  fifth  consecutive  year,  the  Board  has 
lowered  its  backlog  of  undecided  cases. 

As  the  subcommittee  knows,  there  has  been  a  backlog  problem  at 
the  Board  level — there  had  been  a  problem  for  several  years  in  the 
last  decade,  but  we  got  a  handle  on  the  problem,  and  I  think  we 
have  been  able  to  bring  it  under  control. 

As  of  January  1991,  as  our  statement  indicates,  the  number  of 
pending  cases  had  declined  to  523  cases.  And  I  am  pleased  to  report 
that  as  of  April  1,  the  number  of  cases  assigned  to  the  Board  had 
reduced  further,  down  to  456.  So  that  things  are — I  think  are  well 
under  control. 

We  are  also,  in  terms  of — the  age  of  our  cases,  while  we  don't 
like  to  have  any  old  cases  at  the  Board,  and  the  median  time  for 
processing  a  case  at  the  Board  is  about  180  days,  we  do  have  a 
small  handful  of  cases  that  are  over  two  years  old. 

However,  if  you  put  it  in  perspective,  in  1987,  we  had  the  misfor- 
tune of  having  over  300  cases  that  were — had  been  pending  at  the 
Board  for  over  two  years,  and  that  number  now,  as  of  today,  is 
down  to  13,  a  drop  from  300  to  13,  and  we  have  set  a  goal  this  year 
of  achieving  no  cases  over  two  years  of  age  by  the  end  of  the  fiscal 
year. 

I  think  that  sums  up  the  highlights  I  wanted  to  make.  And  I 
would  like  to  yield  to  our  General  Counsel  for  an  opportunity  for 
him  to  make  a  few  points  on  the  operations  of  the  rest  of  the 
agency. 

[The  statement  of  Mr.  Stephens  follows:] 
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STATEMENT  OF 

JAMES  M.  STEPHENS 
CHAIRMAN  OF  THE  NATIONAL  LABOR  RELATIONS  BOARD 

BEFORE  THE 

SUBCOMMITTEE  ON  LABOR,  HEALTH  AND  HUMAN  SERVICES,  EDUCATION, 
AND  RELATED  AGENCIES  OF  THE  HOUSE  COMMITTEE  ON 
APPROPRIATIONS 

May  1,  1991 

Mr.      Chairman      and      distinguished    Members      of  the 
Subcommittee: 

I  welcome  this  opportunity  to  appear  before  you  as 
Chairman  of  the  National  Labor  Relations  Board  (NLRB)  to 
discuss  the  Agency's  budget  request  for  Fiscal  Year  1992.  I 
would  like  to  introduce  our  General  Counsel,  Jerry  M. 
Hunter.  Also  with  us  today  to  support  our  FY  1992  budget 
request  is  John  Truesdale,  the  Board's  Executive  Secretary, 
Melvin  Welles,  our  Chief  Administrative  Law  Judge,  D.  Randall 
Fry e ,  Acting  Deputy  General  Counsel,  Yvonne  Dixon,  Assistant 
General  Counsel,  Joseph  DeSio,  Associate  General  Counsel, 
Gloria  Joseph,  Director  of  Administration,  Edward  Blansitt, 
Executive  Assistant  to  the  Director  of  Administration,  and 
Harding  Darden,  our  Budget  Officer.  In  accordance  with 
normal  procedure,  the  Agency  has  already  submitted  to  you  a 
detailed  Fiscal  Year  1992  Justification.  In  my  testimony 
today  I  would  like  to  briefly  highlight  the  Justification 
statement  and  make  a  few  additional  comments  as  well. 
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The  Fiscal  Year  1992  budget  now  before  you  requests 
an  appropriation  of  $162,000,000  compared  to  the  1991 
appropriation  of  $147,461,000. 

The  Budget  request  before  you  for  1992  is  the  product 
of  an  analysis  of  the  NLRB's  best  current  estimate  of  the 
number  of  cases  that  the  Agency  will  receive  in  1992;  how 
these  cases  will  be  resolved  (that  is,  whether  by  settlement, 
dismissal,  withdrawal,  trial,  etc.);  the  number  of  staff- 
years  of  employment  needed,  based  on  targeted  rates  of 
productivity;  and,  finally,  the  direct  and  support  costs 
required  to  handle  the  anticipated  caseload. 

The  Budget  request  presented  to  you  today  projects 
that  the  NLRB's  case  intake  in  1992  will  increase  by  about 
1.8  percent,  while  staff  will  increase  by  about  1.0  percent. 
This  budget  request  encompasses  our  fundamental  objective  of 
responding  appropriately  to  every  case  on  our  docket  each 
year.  We  expect  to  handle  the  increase  in  case  intake  and 
with  a  slightly  higher  staff,  handle  our  cases  on  a  timely 
basis. 

The  total  1992  request  represents  a  $14,539,000 
increase  from  1991.  The  increased  funding  would  meet  higher 
normal  operating  expense  requirements  and  employment  expenses 
that  are  not  completely  offset  by  our  expected  productivity 
achievement . 
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The  General  Counsel  has  statutory  responsibility  for 
the  investigation  and  prosecution  of  cases.  He  will  be 
addressing  these  concerns  separately.  Directly  under  the 
responsibility  of  the  Chairman  and  the  Board  are  the  Division 
of  Administrative  Law  Judges  and  the  staffs  of  the  Board 
Members.  I  would  like  to  briefly  address  these  two  areas  at 
this  time. 

ADMINISTRATIVE  LAW  JUDGES 
In  Fiscal  Year  1990  our  Administrative  Law  Judges 
closed  627  hearings,  issued  602  decisions,  obtained  97 
settlements  in  person  and  another  305  by  means  of  conference 
calls.  A  significant  factor  in  this  achievement  is  the 
emphasis  within  the  Division  of  Administrative  Law  Judges, 
and  in  the  operations  under  the  responsibility  of  the  General 
Counsel,  on  settling  cases  whenever  possible.  This 
settlement  emphasis  is  critical.  Settlements  eventually  save 
the  Agency  — -  and  taxpayer  —  a  great  deal  in  litigation 
costs.  In  addition,  settlements  ensure  that  the  parties 
themselves  avoid  the  delays  and  costs  inherent  in  the  formal 
trial  process  and  subsequent  consideration  by  the  Board 
and/or  the  Courts  of  Appeals.  Thus,  the  effects  of  the 
fluctuation  of  the  settlement  rate  are  important  indicators 
of  costs  in  the  years  to  come.  This  fluctuation  has  an 
inverse  effect  on  the  costs  to  be  incurred  in  subsequent 
years t      as  the    settlement  rates    rise,  the    costs    for  the 
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future  years  in  later  stages  of  casehandling  decrease 
(people-costs,  equipment-costs,  litigation-costs,  etc.);  as 
the  settlement  rates  decrease,  the  costs  increase. 

Since  FY  1987  the  NLRB  has  loaned  its  Administrative 
Law  Judges  to  other  agencies  on  a  reimbursable  basis.  We 
estimate  that  in  FY  1991  these  services  will  be  provided  to 
the  Departments  of  Education,  Interior,  and  Treasury;  the 
Comptroller  of  the  Currency;  the  Federal  Deposit  Insurance 
Corporation;  the  National  Transportation  Safety  Board;  and 
the  Department  of  Justice's  Immigration  and  Naturalization 
Service.  The  NLRB  remains  the  primary  source  of  judges  when 
any  agency  makes  a  request  to  OPM  for  a  loan  of  judges. 
However,  with  the  attrition  at  our  Judges  Corps  and  the 
projected  increased  rate  of  intake,  it  is  not  certain  that 
this  program  can  continue  in  FY  1992.  Also,  present  budget 
constraints,  and  the  congress ionally  mandated  hiring  of 
judges  by  some  agencies  will  also  contribute  to  the  decline 
in  the  loan  program. 

MEMBERS'  STAFFS 
Under  present  budget  estimates  the  Board  Members  will 
issue  decisions  in  580  contested  unfair  labor  practice  cases 
in  1991  and  592  in  1992.  In  1990,  the  Board  decided  577 
unfair  labor  practice  cases  and  280  contested  representation 
cases.  Present  estimates  call  for  the  Board  to  decide  282 
contested  representation  cases  in  1991  and  286  in  1992. 
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The  Board  has  for  the  fifth  consecutive  year 
succeeded  in  lowering  its  backlog  of  undecided  cases.  The 
backlog  peaked  at  1,679  unfair  labor  practice  and 
representation  cases  in  February  1984.  By  the  end  of  January 
1991,  that  number  had  declined  to  523  cases,  a  drop  of  1,156 
cases  or  about  70  percent.  This  reduction  was  achieved 
without  an  increase  in  the  number  of  staff  attorneys  assigned 
to  each  Board  Member  and  despite  various  funding  reductions 
mandated  by  deficit  reduction  goals.  The  budget  for  1992 
anticipates  that  the  Board  will  continue  to  reduce  the  number 
of  cases  awaiting  its  decision. 

In  addition  to  numerous  initial  decisions  in 
contested  election  cases,  the  Board  also  rules  on  other 
appeals  and  requests  for  review  of  decisions  made  by  the 
Regional  Directors.  In  these  cases,  our  budget  also  provides 
for  remaining  current  even  with  an  increased  workload . 

QhO  REPORT 

Recently,  the  Board  received  a  report  by  the  General 
Accounting  Office  (GAO)  entitled  "National  Labor  Relations 
Boards  Actions  Needed  to  Improve  Case-Processing  Time  at 
Headquarters . "  This  report  was  prepared  for  the  Committee  on 
Government  Operations,  Subcommittee  on  Employment  and 
Housing. 

I  am  pleased  to  inform  you  that  the  Board  has  adopted 
GAO 's  suggestion  for  a  two-year  limit  on  issuing    a  decision 
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and  a  time  limit  for  each  decision  stage.  It  is  our  goal 
that  by  September  30,  1991,  there  will  be  no  cases  before  the 
Board  more  than  two  years  old.  We  also  plan  to  reduce 
sharply,  as  soon  as  possible,  the  time  frame  for  processing 
cases. 

The  National  Labor  Relations  Board  welcomed  the  GAO 
inquiry  and  gave  it  our  complete  cooperation. 

QUTLQQK  fqr  1992 

The  NLRB  plans  to  handle  its  expected  caseload  and 
increase  productivity  in  Fiscal  Year  1992  with  a  very  small 
increase  in  staff.  The  Summary  of  Changes  table  beginning  on 
page  four  of  our  Justification  shows  clearly  that  $11.7 
million  of  the  $14.5  million  increase  requested  in  1992  would 
fund  mandatory  cost  increases  related  to  pay  and  space  rent. 
A  small  share  of  the  requested  increased  funding  would 
support  the  disposition  of  the  projected  increase  in 
caseload. 

The  continued  absorption  of  pay  increases  has  caused 
great  pressure  on  our  operating  budget,  which  cannot  be 
reduced  below  the  1992  request  if  the  NLRB  is  to  maintain 
effective  casehandling  operations.  Reductions  in  these  funds 
below  the  1992  request  will  result  in  an  increase  in  cases 
pending  investigation.  The  median  time  for  processing  cases 
will  rise  because  we  will  not  have  adequate  staff  or 
resources  to  handle  cases  within  established  time  targets. 
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In  FY  1990,  the  Agency  responded  to  an  unanticipated 
surge  in  case  intake  by  diverting  resources  for  subsidiary 
programs  to  casehandling.  This  type  of  activity  is 
continuing  into  Fiscal  Year  1991.  We  have  cancelled 
training,  which  is  vital  to  productivity  growth,  and  we  have 
not  purchased  the  computer  equipment  as  was  planned  in  Fiscal 
Years  1990  and  1991  in  order  to  keep  every  possible  dollar 
available. 

CONCLUSION 

It  is  my  firm  belief  that  the  process  afforded  by  the 
NLRfi  to  resolve  conflict  is  an  essential  contribution  to  an 
efficient  United  States  economy.  It  is  my  intention  to 
assure  that  the  Agency  will  do  all  that  is  possible  to 
resolve  the  labor  disputes  within  its  jurisdiction  in  a 
timely,  professional  manner.  I  offer  you  my  further 
commitment  to  assuring  that  the  NLRB's  mission  is  carried  out 
expeditiously  and  in  the  most  cost-effective  manner. 
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Highlights — General  Counsel 
Mr.  Hunter.  Thank  you,  Mr.  Chairman. 

I  have  presented  my  formal  statement,  and  I  ask  the  chairman 
to  make  it  a  part  of  the  record  and  allow  me  to  give  a  brief  summa- 
ry of  my  prepared  testimony. 

The  1992  request  is  for  $162,000,000  to  process  the  equivalent 
number  of  cases  we  expect  to  receive.  Our  case  intake  estimate  for 
1992  is  35,270  unfair  labor  practice  charges  and  8,089  representa- 
tion cases. 

The  General  Counsel  has  statutory  authority  to  investigate 
unfair  labor  practice  charges,  issue  complaints  and  prosecute  those 
charges  before  the  Board.  All  cases  are  received  in  the  regional  of- 
fices, and  the  charging  parties  come  to  us  voluntarily. 

The  General  Counsel  has  supervisory  responsibilities  for  the 
entire  field  operation,  which  includes  about  two-thirds  of  the  total 
agency  staff. 

The  Office  of  the  General  Counsel  has  been  operating  under 
severe  financial  constraints  this  fiscal  year  because  of  the  need  to 
absorb  pay  and  other  mandatory  cost  increases. 

In  order  to  absorb  those  increases,  we  implemented  a  nationwide 
hiring  freeze  which  has  been  in  effect  the  entire  fiscal  yt  \  Addi- 
tionally, we  obtained  permission  to  offer  early  retirement,  for  em- 
ployees. 

Now,  several  of  our  regional  offices,  including  the  Boston  Region- 
al Office,  New  York,  Chicago,  and  the  Los  Angeles  Office,  were  ex- 
cluded from  the  early  retirement  program,  because  they  were  un- 
derstaffed at  that  particular  time,  and  are  still  understaffed. 

We  cancelled  all  non-mandatory  training;  we  postponed  ADP 
equipment  purchases;  and,  in  fact,  we  reached  agreement  with 
unions  to  offer  no-cost  transfers  of  headquarters  personnel  to  field 
offices. 

The  hiring  freeze  has  resulted  in  the  fact  that  21  offices  are  un- 
derstaffed by  65  professionals;  five  offices  are  10  percent  under; 
three  offices  are  13  percent  under;  one  office  is  23  percent  under; 
one  office  is  26  percent  under;  24  offices  are  72.4  clericals  under- 
staffed. 

Backlogs  are  building.  The  February  1991  overage  case  backlog 
was  52  percent  greater  than  February  1990.  Trial  calendars  are 
being  extended  six  to  nine  months  into  the  future.  Historically,  our 
goal  has  been  to  open  the  formal  trial  within  60  days  after  the  issu- 
ance of  the  complaint. 

We  have  not  been  able  to  conduct  any  training  for  investigations 
and  trial  procedures  which  is  essential  to  quality  case-handling. 

Because  of  our  inability  to  purchase  ADP  equipment,  most  of  our 
existing  computers  are  old,  unreliable  and  technologically  obsolete. 

The  CHIPS,  Casehandling  Information  Processing  System,  is 
near  collapse  due  to  shortage  of  equipment. 

Professionals  in  most  regions  must  wait  two  hours  or  more  to  use 
word  processing  equipment. 

Automated  research  such  as  WESTLAW  is  not  available  to  the 
regional  offices. 

As  Chairman  Stephens  pointed  out,  the  proposed  budget  of 
$162,000,000  would  provide  for  an  increase  of  $14,000,000,  but  over 
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11,000,000  of  that  is  mandatory  cost  increases  related  to  pay  in- 
creases and  increased  space  rent. 

And,  therefore,  even  with  that  increase,  we  would  be  looking  for 
little  money  for  case  processing,  computer  purchase,  word  process- 
ing, word  processor  purchase  or  training. 

I  would  like  to  additionally  point  out  there  is  no  funding  provid- 
ed for  in  the  present  budget  for  updating  our  ADP  equipment  or 
word  processing  equipment.  We  believe  that,  obviously,  the  pro- 
posed appropriation  will  help  us  to  restore  the  staff  that  we  need 
to,  but  it  still  will  not  get  us  to  the  level  we  need  if  we  are  going  to 
continue  to  provide  service  to  the  public  in  the  most  efficient  and 
effective  way. 

Mr.  Chairman,  this  is  a  summary  of  my  testimony.  I  appreciate 
the  opportunity  to  provide  this  information  to  the  committee,  and  I 
would  be  prepared  to  answer  any  questions  that  the  committee 
may  have. 

[The  statement  of  Mr.  Hunter  follows:] 
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JERRY  M.  HUNTER 
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AND 

RELATED  AGENCIES  OF  THE  HOUSE  COMMITTEE  ON  APPROPRIATIONS 

May  1,  1991 

Mr.  Chairman  and  distinguished  Members  of  the 
Subcommittee,  it  is  my  pleasure  to  appear  before  you  as 
General  Counsel  of  the  National  Labor  Relations  Board  to 
discuss  this  Agency's  budget  request  for  Fiscal  Year  1992. 

As  Chairman  Stephens  has  said,  the  budget  request  before 
you  is  the  product  of  an  analysis  of  the  NLRB ' s  best  current 
estimate  of  the  total  number  of  cases  the  Agency  will  receive 
in  1992;  the  pattern  of  disposition  of  those  cases  (that  is 
disposed  by  either  withdrawal,  dismissal,  settlement,  or 
hearing) ;  the  employment  required  to  process  these  cases 
based  upon  targeted  rates  of  productivity;  and  the  direct  and 
indirect  costs  required  to  support  the  casehandling 
operations . 

The  Fiscal  Year  1992  budget  requests  $162,000,000,  an 
increase  of  $14,539,000  over  the  1991  total  funding  of 
$147,461,000.  While  the  Fiscal  Year  1992  budget  would 
increase  by  9.9  percent,  its  scope  remains  limited  because  of 
cost    pressures    associated    with    new,    government -wide  pay 
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increases,  within- grade,  promotions,  and  rental  cost 
increases .  It  does  not  address  the  purchase  or  upgrade  of 
important  ADP  equipment  or  other  communication  systems  shown 
to  have  a  positive  effect  on  increasing  productivity.  Due  to 
prior  budget  restrictions  in  1990  and  1991,  the  Agency  is 
compelled  to  channel  its  resources  toward  maximizing  case 
dispositions  while  utilizing  the  existing  level  of 
operations.  It  is  estimated  that  the  Agency  will  process 
35,270  unfair  labor  practice  cases  and  8,089  representation 
petitions,  a  total  case  increase  of  about  1.8  percent  over 
1991.  The  total  1992  staff  request  for  the  Agency  is  for 
2,216  FTE. 

As  part  of  the  normal  budget  process,  the  Agency  has 
already  submitted  a  detailed  "Justification  of  Estimates  for 
Fiscal  Year  1992."  I  would  like  to  take  this  opportunity  to 
review  in  greater  detail  the  responsibilities  of  the  Office 
of  the  General  Counsel,  highlight  our  accomplishments  in 
Fiscal  Year  1990,  and  talk  about  the  outlook  for  Fiscal  Years 
1991  and  1992. 

RESPONSIBILITIES  OF  THE  OFFICE  OF  THE  GENERAL  COUNSEL 

As  you  know,  the  National  Labor  Relations  Act  (29  U.S.C. 
141-167)  provides  that  the  General  Counsel  "shall  exercise 
general  supervision  over  all  attorneys  employed  by  the  Board 
(other  than  administrative  law  judges  and  legal  assistants  to 
Board  members)  and  over  the  officers  and  employees  in  the 
regional  offices.  He  shall  have  final  authority,  on  behalf 
of    the  Board,  in  respect  of  the  investigation  of  charges  and 
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issuance  of  complaints  under  Section  10,  and  in  respect  of 
the  prosecution  of  such  complaints  before  the  Board,  and 
shall  have  such  other  duties  as  the  Board  may  prescribe  or  as 
may  be  provided  by  law. " 

Pursuant  to  this  statutory  authority,  the  General 
Counsel  supervises  the  Agency's  field  establishment  of 
thirty-three  Regional  Offices,  which  comprise  about  two- 
thirds  of  the  total  staff,  as  well  as  headquarters  staffs  of 
the  Divisions  of  Advice,  Enforcement  Litigation,  and 
Administration.  It  is  the  Regional  Offices  that  receive 
unfair  labor  practice  charges,  investigate  them,  determine 
merit  and  then,  as  to  those  cases  deemed  meritorious,  settle 
or  prosecute  them.  Under  authority  delegated  by  the  Board, 
the  Regional  Directors  also  receive  and  process 
representation  petitions,  determine  appropriate  bargaining 
units  for  employee  representation,  conduct  elections,  resolve 
allegations  of  objectionable  election  conduct  and  certify 
election  results.  Additionally,  the  General  Counsel  pursues 
enforcement  of  Board  decisions  by  litigation  in  the  U.  S. 
Circuit  Courts  of  Appeals  and  the  U.    S.  Supreme  Court. 

The  Agency  has  little  control  over  its  case  intake.  It 
must  respond  to  all  inquiries  concerning  possible  violations 
of  the  National  Labor  Relations  Act.  When  an  unfair  labor 
practice  charge  is  filed  in  one  of  the  Agency's  33  Regional 
Offices,  2  Sub-Regional  Offices,  or  17  Resident  Offices,  the 
charge  begins  to  move  through  what  can  be  described  as  a 
casehandling    "pipeline."      The    newly  filed    charge  is  first 
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investigated  by  a  Board  Agent.  Non-meritorious  cases  are 
withdrawn  or  dismissed.  If  the  case  is  found  to  be 
meritorious,  the  parties  are  encouraged  to  settle  without 
further  action.  Absent  settlement,  an  unfair  labor  practice 
complaint  is  issued  and  a  hearing  held  before  an 
Administrative  Law  Judge.  Following  the  hearing  and  the 
Judge's  decision,  there  may  be  further  appeals  to  the  Board 
and  the  Courts  of  Appeals.  After  enforcement  of  a  Board 
order,  we  must  obtain  compliance  with  that  order,  be  it 
collection  of  backpay,  return  of  illegal  fines,  reinstatement 
to  jobs,  or  other  remedies.  Compliance  efforts  can  spawn  a 
separate  "pipeline"  of  litigation.  Of  course,  at  any  point 
in  the  process  the  parties  may  reach  a  settlement  which,  if 
approved,  obviates  the  need  for  further  proceedings. 

Each  unfair  labor  practice  charge  brought  before  the 
Agency  must  be  resolved.  However,  the  further  a  case 
proceeds  through  the  Agency's  casehandling  "pipeline,"  the 
greater  are  its  demands  on  our  resources.  So  that  available 
resources  are  providently  employed,  we  have  identified  four 
major  objectives  which  we  believe  are  critically  important  to 
our  goal  of  processing  cases  in  an  effective  and  efficient 
manner.  First,  we  carefully  screen  out  clearly  non- 
meritorious  cases;  second,  we  continue  to  emphasize  our 
settlement  programs,  which  are  designed  to  maintain  the 
NLRB's  high  settlement  rate,  provide  a  prompt  remedy,  and 
save  taxpayer  funds  through  avoiding  the  cost  of  formal 
litigation;    third,    we    continue  to    develop    more  efficient 
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means  of  casehandling  in  order  to  process  quickly  and  fairly 
the  maximum  number  of  cases;  and,  fourth,  we  stress 
achievement  of  these  objectives  in  tandem  with  a  commitment 
to  maintaining  and  improving  the  quality  of  our  service  to 
the  public. 

In  order  to  meet  the  first  challenge  —  screening  out 
non-meritorious  cases  — ,  the  Office  of  the  General  Counsel 
utilizes  an  extensive  public  information  officer  program  in 
our  field  offices.  This  program  provides  help  to  those  who 
contact  our  offices  about  their  concerns,  including  directing 
inquiries  to  the  proper  agencies  when  we  do  not  have 
jurisdiction.  Careful  attention  at  this  early,  prefiling 
stage  assures  that  we  can  screen  out  many  no-merit  charges, 
thus  conserving  Agency  resources  which  would  otherwise  be 
expended  in  investigating  non-meritorious  charges  if  they 
were  filed.  It  is  through  the  administration  of  this 
important  program  that  many  thousands  of  persons  are  provided 
with  guidance  as  to  what  this  Agency  can  and  cannot  do  for 
them,  whether  they  should  file  a  charge  and,  where 
appropriate,  the  identities  and  locations  of  other  Federal  or 
state  agencies  to  which  they  might  be  referred  for 
assistance.  The  effectiveness  of  this  program  is 
demonstrated  by  the  fact  that  during  Fiscal  Tear  1990  this 
Agency's  field  offices  handled  218,873  such  contacts  from 
employees,  unions,  and  employers,  of  which  only  11,408  or 
5.2%  resulted  in  the  filing  of  an  unfair  labor  practice 
charge . 
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The  second  challenge,  achieving  the  maximum  number  of 
settlements,  involves  a  great  deal  of  preparation,  time,  and 
effort  on  the  part  of  the  staff  of  the  Office  of  the  General 
Counsel.  Administrative  Law  Judges  will  also  aid  the  parties 
in  an  effort  to  reach  a  proper  settlement.  Even  in  the 
highly  simplified  description  of  the  Agency's  case  "pipeline" 
just  discussed,  it  is  apparent  that  as  a  case  progresses  from 
the  initial  investigation  by  our  field  staff  to  its 
litigation  before  the  Board  and  in  the  courts  and  eventually 
into  compliance,  the  drain  on  Agency  resources  becomes 
increasingly  severe.  In  fact,  a  decrease  of  one  percent  in 
the  settlement  rate  for  meritorious  cases  may  result  in  an 
additional  cost  to  the  Agency  of  more  than  one  million 
dollars  by  the  time  all  of  the  additional  work  generated  by 
fully  litigating  such  cases  is  completed. 

Our  third  challenge  is  the  ongoing  necessity,  consistent 
with  our  traditional  standards  of  high  quality,  to  quickly 
process  the  maximum  number  of  cases  within  our  budget 
constraints.  The  NLRB  has  a  long  history  of  increasing  its 
level  of  productivity  and  its  success  has  been  documented  by 
the  Bureau  of  Labor  Statistics,  the  Office  of  Personnel 
Management,  and  by  the  Comptroller  General. 

Finally,  and  equally  important,  we  are  committed  to 
maintaining  quality  casehandling  and  providing  effective 
remedial    action  in  Agency  proceedings.    This  is  accomplished 
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by  means  of  an  extensive  Quality  Review  program    and    careful  / 
attention    to  the  training    of  our  professional    and  support 
staffs. 

ACCOMPLISHMENTS  IN  FISCAL  YEAR  1990 
The  record  of  the  Office  of  the  General  Counsel  in  1990 
reflects  the  careful  attention  given  to  our  responsibilities 
under  the  NLRA  and  to  our  obligation  to  conserve  public 
funds.  Both  the  Washington  and  field  offices  under  the 
General  Counsel's  responsibility  have  consistently  maintained 
a  high  level  of  service  to  the  public.  These  offices  are 
staffed  by  dedicated  public  servants  and  it  is  their 
commitment,  with  the  assistance  of  this  Committee  in  the 
budget  process,  that  has  made  this  fine  record  possible. 

During  the  past  several  years  we  have  experienced  a 
significant  increase  in  the  number  of  cases  requiring 
complicated  efforts  to  achieve  compliance  with  Board  orders 
and  court  judgments  enforcing  those  orders.  Approximately  70 
percent  of  these  cases  involve  issues  of  alleged  inability  to 
pay  or  to  comply  with  the  remedies  ordered  by  the  Board  and 
the  courts,  often  requiring  extensive  financial  analysis  and 
negotiation  as  well  as  frequent  searches  for  respondents  who 
have  physically  moved  and  then  resumed  business  under  a  new 
name  to  avoid  compliance.  Approximately  60  percent  of  all 
pending  compliance  cases  involve  situations  where  bankruptcy 
proceedings  have  been  filed  by  the  respondent.  The  number  of 
compliance  cases  involving  bankruptcy  issues  has  more  than 
doubled    since  1978.    Enforcement  of  the  Act  ultimately  means 
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obtaining  compliance  with  Board  and/or  court  orders  and  we 
must  commit  additional  staff  to  this  facet  of  our  work. 
Otherwise,  the  Agency  is  reduced  to  a  "paper  tiger,"  winning 
legal  victories  without  real-life  consequences  and  completely 
voiding  the  intent  of  Congress. 

Overall,  the  NLRB's  impact  on  commerce  has  been 
considerable.  In  the  last  few  years,  we  have  been  successful 
in  ending  unlawful  work  actions  that  closed  entire  ports; 
stopping  secondary  activity  that  threatened  to  involve  an 
entire  network  of  banks  and  a  large  insurance  conglomerate  in 
disputes  not  their  own;  and  enjoining  employers  seeking  to 
shut  down  operations  or  move  in  order  to  avoid  a  union 
organizing  campaign.  This  latter  action  saved  jobs  in 
several  small  communities.  This  record,  together  with  the 
very  favorable  comments  of  practitioners  across  the  country 
about  the  quality  of  the  service  they  receive,  reflects  the 
truly  outstanding  commitment  of  the  Regional  and  Washington 
staffs. 

The  Agency  processed  a  higher  caseload  than  planned  as 
total  intake  in  FY  1990  increased  3.2%  over  the  previous 
year.  The  time  targets  which  have  been  traditionally 
established  were  met  in  most  instances;  however,  the  number 
of  cases  pending  investigation  rose  as  we  were  unable  to 
quickly  assign  and  investigate  new  charges  near  the  end  of 
the  fiscal  year. 
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Despite  the  funding  problems,  Field  Offices  were  able  to 
maintain  most  of  the  casehandling  time  targets  as 
demonstrated  on  page  22  of  the  Justification. 

OUTLOOK  FOR  FISCAL  YEAR  1991 

Fiscal  Year  1991  marks  the  second  consecutive  year  of 
severe  austerity  for  the  National  Labor  Relations  Board.  Due 
to  the  absorption  of  government-wide  pay  increases,  the 
Agency  has  had  to  reduce  certain  operating  expenses  to 
support  staff  needed  to  process  cases.  The  cost  of  personnel 
compensation  and  benefits  accounts  for  80  percent  of  the 
total  NLRB  appropriation  and  space  rent  costs  account  for 
another  11  percent,  which  leaves  almost  no  costs  that  can  be 
deferred  or  reduced  in  order  to  absorb  these  mandatory 
increases . 

The  FY  1992  request  is  similarly  austere.  The  table  on 
page  four  and  five  of  the  Justification  clearly  points  out 
that  mandatory  or  built-in  cost  increases  account  for  $11.7 
million  of  the  $14.5  increases.  This  will  present  a  very 
difficult  challenge  in  FY  1991  and  an  even  greater  challenge 
in  1992.  The  success  of  the  Agency's  field  staff  has  been 
due  in  great  part  to  our  ability  to  get  to  disputes  quickly 
and  attempt  to  resolve  them  before  formal  litigation. 
Productivity  increases  are  expected  in  almost  every  area  of 
casehandling. 

OUTLOOK  FOR  FISCAL  YEAR  1992 
If    the  1.8  percent    increase  in  workload    estimated  for 
1992    is  reached,  the  Office  of  the  General  Counsel  will  face 
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the  challenge  of  providing  current  caeehandling.  While 
critically  important  elements  of  our  caeehandling,  e.g.  the 
settlement  rate,  are  not  totally  within  our  control,  I  am 
confident  that,  with  the  dedication  and  hard  work  of  our 
employees  and  competent  direction  of  our  managers  and 
supervisors,  we  will  meet  our  goals. 

The  Fiscal  Year  1992  budget  is  a  very  austere  budget 
that  will  support  caeehandling  operations  at  the  current 
rate,  but  will  eliminate  for  the  second  consecutive  year  our 
training  programs  and  improvemente  in  our  ADP/offije 
automation  programs.  Indeed,  maintenance  of  our  current 
ADP/of f ice  automation  program  is  problematic.  Further 
reductione  in  funding  would  undoubtedly  bring  about  greater 
caeehandling  delays. 

CONCLUSION 

In  cloeing  I  wieh  to  thank  the  Committee  for  the 
opportunity  to  appear  and  for  your  continued  support  during 
my  term  of  office. 
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CASE  BACKLOG  VS.  CUTBACKS 

Mr.  Early.  Mr.  Hunter,  you  say  you  have  a  budget  that  will  let 
you  take  care  of  the  new  cases  received.  Will  that  also  let  you  take 
care  of  the  backlog  Mr.  Stephens  spoke  to,  and  the  elimination  of 
the  two-year  wait? 

Mr.  Hunter.  I  will  speak  to  the  backlog  in  the  regional  office, 
and  Chairman  Stephens  can  speak  to  the  issue  on  the  Board  side — 
in  the  field,  because  of  the  goals  we  have  in  getting  investigations 
done  in  30  days,  the  only  way  we  really  can  do  these  investigations 
is  through  staffing. 

An  increase  in  the  appropriation  will  permit  us  to  hire  in  the 
field.  And  in  those  terms,  we  would  be  able  to  reduce,  hopefully,  to 
do  away  with  any  backlog  we  have  in  the  field. 

Currently,  of  the  professional  staffing  in  the  field,  which  is  field 
attorneys  and  field  examiners  who  handle  the  investigations,  we 
are  right  now  over  50  professionals  understaffed,  based  on  the  case 
intake. 

So,  the  budget  would  permit  us  to  do  some  hiring,  which  will 
result  in  reducing  the  overaged  cases  and  backlog  in  the  field. 

Mr.  Early.  You  know,  your  justification  really  spoke  to  the  cut- 
back you  have  in  staff,  travel,  training  and,  you  know,  they  are 
going  to  continue  into  1992,  according  to  your  testimony.  What  ad- 
justments are  you  going  to  make  in  these  areas? 

Mr.  Hunter.  Mr.  Chairman,  if  we  look  at  a  continuing  appro- 
priation like  the  one  we  have  for  this  year,  our  only  choice  would 
be  to  look  at  the  way  in  which  we  process  cases. 

OUTDATED  EQUIPMENT 

Mr.  Early.  Those  vacancies  were  staggering  to  me.  I  don't  know 
how  we  will  catch  up.  Your  comments  on  computerization — that  is 
the  dumbest  thing  I  have  ever  heard — if  we  are  not  going  to  bring 
the  equipment  up  to  date  and  the  ADP  and  word  processing.  There 
is  no  money  for  that  in  the  budget. 

You  know,  that  description  of  it  was  really  alarming.  We  are 
going  to  come  back  to  that. 

Mr.  Hunter.  We  did  put  in  a  proposal  for  this  fiscal  year  for 
major  computer  word  processing  purchase,  and  we  presented  a  case 
to  the  Office  of  Management  and  Budget  on  why  there  was  a  need 
for  this  purchase.  As  an  example,  on  several  of  the  major  labor  dis- 
putes that  we  have  handled,  including  the  Pittston  United  Mine 
Workers  dispute,  the  Greyhound  case,  the  only  way  we  have  been 
able  to  transfer  information  from  office  to  office  is  manually, 
through  staff  writing  out  a  list  of  charges,  summarizing  cases,  and 
either  sending  it  over  the  fax  machine  or  overnight  mail,  and  in 
some  cases  by  regular  mail,  because  we  are  not  completely 
networked  throughout  the  Nation. 

As  I  pointed  out,  we  don't  have  the  adequate  equipment  in  the 
field  for  the  staff  in  the  field  to  use. 

Mr.  Early.  You  said  you  had  an  old  computer  that  was  near  col- 
lapse. A  two-hour  waiting  period  for  your  management  people.  We 
are  not  going  to  solve  any  problems  if  we  don't  address  that. 
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Mr.  Hunter.  We  agree  with  you  on  that.  We  can  improve  effi- 
ciency through  a  major  computer  purchase,  but  we  also  need  to 
staff  in  order  to  handle  the  cases. 

SERVICE  TO  THE  PUBLIC 

Mr.  Early.  How  has  the  service  to  the  public  been  impacted  as  a 
result  of  these  cutbacks? 

Mr.  Hunter.  We  have  had  delays  in  investigating  cases,  which 
has  resulted  in  longer  investigation.  The  testimony  pointed  out 
that  our  overaged  cases  have  skyrocketed,  where  historically,  the 
regional  cases  have  been  able  to  investigate  cases  in  30  days  and 
issue  a  complaint  within  a  45-day  period. 

Many  of  the  offices  are  drastically  over  that  time  period.  As  of 
now,  we  are  scheduling  hearings  six  months  out — six  to  nine 
months  out  into  the  future.  In  fact,  we  have  been  getting  com- 
plaints from  both  the  labor  and  management  side  of  the  bar  on  the 
trials  being  set  for  1992. 

But  because  we  do  not  have  the  trial  attorneys  in  the  region,  the 
only  way  we  can  compensate  for  that  is  setting  cases  farther  down 
the  road.  When  we  do  that,  that  lessens  the  chance  for  a  settle- 
ment. 

Historically,  we  have  been  able  to  settle  more  cases  the  sooner  a 
trial  is  set,  because  the  parties  will  settle  cases  where  the  amount 
of  back  pay  is  less.  But  where  we  have  to  set  a  trial  for  a  year 
down  the  road,  that  lessens  the  chance  for  settlement. 

It  also  results  in  our  inability  to  prove  up  some  cases,  because 
witnesses'  memories  are  going  to  fade.  Additionally,  we  are  going 
to  have  more  labor-management  disputes.  As  you  know,  the  pur- 
pose of  the  statute  is  to  provide  for  peaceful  resolution  of  disputes. 

To  have  cases  set  a  year  or  more  down  the  road  does  not  result 
in  peaceful  resolution  of  labor-management  disputes. 

FURLOUGHS 

Mr.  Early.  Do  you  anticipate  furloughing  employees  before  the 
end  of  the  year? 

Mr.  Hunter.  We  have  worked  with  the  Board  and  management 
at  all  costs  to  avoid  furlough.  The  only  way  we  have  been  able  to 
do  that  is  cut  in  every  other  area,  including  in  case  handling 
travel,  discretionary  travel,  hiring — this  is  the  precise  reason  we 
have  not  hired  this  year  except  for  one  position  of  Financial  Man- 
ager, to  avoid  a  furlough. 

We  have  cut  out  benefits  for  employees,  including  training.  And 
that  has  resulted  in  lower  morale.  And  I  think  what  the  Board,  in- 
cluding Chairman  Stephens  and  I,  said  to  employees  is  that  we  will 
avoid  a  furlough,  because  we  have  lowered  morale  to  the  extent  of 
cutting  out  training  and  other  benefits;  that  we  don't  want  to  exac- 
erbate the  problem  by  having  employees  think  they  are  going  to 
have  a  furlough. 

The  only  way  we  can  avoid  that  is  by  cutting  back  on  case-han- 
dling expenditures. 
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FTE  LEVELS 

Mr.  Early.  You  generalized  on  the  particular  jobs.  How  many 
positions  below  the  1991  budget  request  estimate  will  you  be  at  the 
end  of  the  year? 

Mr.  Hunter.  Approximately  30  PTEs  below  

Mr.  Early.  1989.  Below  1989.  I  want  to  know  how  many  below 
1989,  1990,  and  1991.  Supply  it  for  the  record. 

[The  information  follows:] 
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FULL  TIME  EQUIVALENT  (FTE) 
As  you  can  see  on  the  table  below  the  FTE  estimate 
for  Fiscal  Year  1991  (2,195)  is  relatively  lower  than  the 
prior  years'  actual.  In  comparison  to  Fiscal  Year  1988 
there  was  a  decrease  of  3.3%;  Fiscal  Year  1989  shows  a 
decrease  of  3.4%,  and  Fiscal  year  1990  shows  a  decrease  of 
1.4%.  The  current  Fiscal  Year  1991  is  30  FTE  below  the 
Budget . 

FTE 

BUDGET 

ACTUAL      ACTUAL      ACTUAL  REQUEST        FY '91  ESTIMATE 

FY '88         FY '89         FY '90  FY'91  AS  OF  5/1 

2,271        2,273        2,227  2,195  2,165 


FY'91  COMPARISON  OF  BUDGET  ESTIMATE 

FISCAL  YEAR  1988        FISCAL  YEAR  1989  FISCAL  YEAR  1990 

FTE  %DIFF         FTE  %DIFF  FTE  %DIFF 

-76  3.3  -78  -3.4  -32  -1.4 


FY'91  COMPARISON  OF  CURRENT  ESTIMATE 

FISCAL  YEAR  1988         FISCAL  YEAR  1989          FISCAL  YEAR  1990 

FTE                 %DIFF         FTE                 %DIFF           FTE  %DIFF 

-106             -4.7          -108             -4.8               -62  -2.8 
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FUNDING 

Mr.  Early.  In  reviewing  your  appropriations  for  the  last  two 
years,  Congress  approved  your  request,  except  for  the  across-the- 
board  cut  applied  to  all  agencies.  Can  you  explain  how  the  agency 
got  in  this  financial  position — did  you  not  request  enough  funding 
in  1990  and  1991? 

Mr.  Hunter.  Mr.  Chairman,  we  have  requested  an  increase.  I 
came  on  board  in  December  of  1989,  but  my  review  of  the  previous 
requests  has  indicated  the  agency  has  requested  a  steady  increase. 

The  recommended  appropriation  last  year  was  for  $151,000,000, 
which  the  House  also  recommended  for  the  agency.  The  Senate 
came  in  at  a  lower  amount  than  that  for  this  fiscal  year  as  a  result 
of  the  across-the-board  cut. 

Mr.  Early.  What  did  you  request  of  OMB? 

Mr.  Hunter.  For  this  fiscal  year,  we  requested  $186,000,000, 
which  included  over  $10,000,000  for  computer  and  word  processing 
purchase. 

Mr.  Early.  Will  you  supply  for  the  record  the  reduction  in  your 
original  budget  request  to  OMB.  How  much  you  did  request,  185? 
Mr.  Hunter.  $186,000,000. 

Mr.  Early.  I  want  to  see  the  $24,000,000  that  OMB  cut  you.  I 
want  to  see  exactly  what  each  dollar  was  for. 
Mr.  Hunter.  Okay. 
[The  information  follows:] 
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FY  1992  BUDGET  REDUCTION 


AGENCY  REQUEST 
Amount 
FTE 

Total  cases 

OMB  APPROVAL 
Amount 
FTE 

Total  cases 

REDUCTIONS 

ADP  Requirements 
Staff   (193.5  FTE) 
Space  Rent 

Building  Relocation  Expenses 
Training  Seminars 
Employee  Relocations 
Total  Reductions 


$186,689,000 
2409.5 
47,351 

$162,000,000 
2216.0 
43,359 

$  10,227,000 
6,154,000 
2,157,000 
4,622,000 
829,000 
700.000 
$  24,689,000 
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Mr.  Early.  Of  the  total  $14,500,000  increase,  you  indicate  that 
$11,700,000  is  for  mandatory  salary  and  rent  increases.  Will  that 
allow  you  to  restore  all  of  the  1991  staffing  reductions? 

Mr.  Stephens.  No. 

Mr.  Early.  Why  don't  you,  for  the  record,  include  what  that  will 
not  let  you  do? 
Mr.  Stephens.  Okay. 
[The  information  follows:] 

The  Agency  cannot  finance  the  necessary  FTE  to  reduce  the  backlog  of  cases  that 
have  developed  in  FY  1990  and  1991.  The  Regional  offices  which  are  already  under- 
staffed will  be  constrained  in  providing  the  public  with  prompt  investigations  and 
disposition  of  unfair  labor  practice  charges. 

Travel  funds  are  directly  case-related  and  reduction  of  these  funds  restricts  our 
ability  to  complete  investigation  and  process  cases.  The  Agency  cannot  transfer  or 
detail  employees  to  Regional  offices  that  are  severely  understaffed  or  send  employ- 
ees to  essential  training  seminars. 

The  Agency  has  not  been  able  to  upgrade  or  purchase  badly  needed  computer 
equipment.  Most  of  the  computers  are  five  years  or  older  and  in  the  Regional  Of- 
fices there  is  a  two  hour  wait  for  professionals  to  use  a  computer. 

Since  minimum  training  was  given  in  FY  1990  and  no  training  has  been  provided 
in  FY  1991  there  are  a  number  of  employees  who  have  not  received  any  specialized 
Agency  training.  These  training  programs  are  designed  specifically  to  deal  with  situ- 
ations unique  to  the  NLRB  and  its  mission.  The  Agency  feels  that  training  is  essen- 
tial if  we  are  to  maintain  and  raise  the  level  of  productivity. 

For  the  past  two  years  the  Procurement  Office  has  replaced  only  essential  office 
equipment  and  supplies.  There  is  a  two  year  or  longer  waiting  list  for  replacement 
of  broken  chairs,  tables,  desks,  typewriters,  calculators  and  other  office  equipment. 

Subscription  purchases  have  been  limited  to  only  essential  material  related  to 
case  handling;  other  casehandling  subscriptions  have  been  reduced  or  eliminated  en- 
tirely. 

MEDIAN  TIME  LAG 

Mr.  Early.  I  don't  know  how,  Mr.  Stephens — we  are  getting  to 
your  statement — that  we  are  going  to  reduce  the  median  time  to 
180  days.  We  were  going  to  eliminate  cases  over  two  years,  which  I 
was  impressed  when  you  said  it  was  reduced  from  300  down  to  13. 

Mr.  Stephens.  You  have  to  look  at  the  Board  as  two  separate  op- 
erations. What  I  was  speaking  to  was  the  situation  before  the  five- 
member  Board  that  acts  in  a  quasi-judicial  capacity  to  decide 
unfair  labor  practices  brought  before  us. 

We  are  the  adjudicative  arm  of  the  agency.  Mr.  Hunter  was 
speaking  to  the  rest  of  the  agency  that  responds  to  the  charges  that 
are  filed,  that  have  to  be  investigated,  complaints  have  to  be 
issued,  and  that  is — and  we  have  33  regional  offices  within  that 
sphere. 

I  think  the  point  I  was  trying  to  make,  that  I  think,  at  least  on 
the  Board  side,  we  have  come  to  grips  with  the  problems  that 
plagued  us  in  the  last  decade,  but  besides  that,  we  have  also  then 
confronted  the  terrible  problems  of  processing  the  cases  at  the  ini- 
tial phases  out  in  the  field  and  bringing  before  the  Administrative 
Law  Judges. 

And  so,  that  is  why  we  have  that  dichotomy,  if  you  will. 

Mr.  Early.  The  remaining  $2,800,000  increase  which  you  have 
requested  is  for  workload  increases.  How  many  additional  staff  do 
you  anticipate  needing  in  1992  based  on  the  caseload  estimates  in 
your  budget? 
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Mr.  Stephens.  The  FTE  increase  was,  I  think,  from  2195  to  2216, 
which  is  about — if  my  math  is  right — about  21  more  FTEs. 

Mr.  Early.  Now  that  you  are  midway  through  1991,  are  those  es- 
timates on  target? 

SUPREME  COURT  DECISION  ON  HEALTH  CARE  RULEMAKING 

Mr.  Stephens.  We  have  experienced  some  lag  in  our  estimates.  I 
think  the  General  Counsel  can  give  you  the  specifics  on  that.  The 
one  thing  that  is  a  factor  that  we  anticipate  coming  up  is  that  last 
week,  the  Supreme  Court  upheld  our  administrative  rule  that  we 
promulgated  defining  bargaining  units  in  the  health  care  industry. 

With  that  rule  now  upheld,  the  Board  anticipates  going  ahead 
and  being  able  to  apply  it.  And  we  anticipate  that  a  lot  of  unions 
will  be  filing  representation  petitions  which  will  have  to  be  proc- 
essed. And  if  there  is  a  surge  in  that,  I  think  that  whatever  lag 
that  we  are  experiencing  now  in  intake  will  be  offset. 

The  other  thing  that  is  a  factor  is  that  we  are  getting  now  into 
the  phase  of  the  year  where  we  normally  anticipate  somewhat  of 
an  upsurge  in  the  case  intake. 

Mr.  Early.  I  yield  to  Mr.  Pursell. 

COMPUTERIZATION  PLANS 

Mr.  Pursell.  Thank  you.  I  would  appreciate  it  if  you  would 
expand  on  Mr.  Early's  question  regarding  computerization.  My  dis- 
cussions with  you  earlier  gave  me  the  impression  that  you  have  a 
plan  and  are  ready  to  go.  Have  you  had  previous  appropriations  di- 
rected towards  computerization  on  a  limited  or  maximum  basis? 

Mr.  Hunter.  Congressman  Pursell,  what  has  happened  in  the 
past  is  that  the  agency  has  tried  to  save  money.  As  you  know,  we 
get  one  appropriation,  and  the  agency  is  simply  trying  to  save 
money  at  the  end  of  the  fiscal  year  to  purchase  computers  and 
word  processing  equipment. 

Since  the  appropriation  has  been  tied  to  case  intake,  there  has 
not  been  an  appropriation  specifically  for  a  major  computer  pur- 
chase. As  I  indicated  earlier,  we  had — were  working  with  the  Office 
of  Management  and  Budget  on  that  up  until  September  of  last 
year,  and  they  were  considering  a  major  computer  purchase,  but 
we  did  not  get  that  appropriation. 

Mr.  Pursell.  Where  do  you  stand  in  computerization  at  this 
point?  How  many  employees  are  able  to  utilize  computers? 

Mr.  Hunter.  I  think  we  are  27  percent  ratio  of  the  employees  to 
computers.  There  is  a  higher  percentage  in  Washington  than  there 
is  in  the  regional  offices,  and  that  simply  is  because  most  of  the 
employees  are  in  the  regional  offices. 

Mr.  Pursell.  You  are  still  doing  a  lot  of  manual  investigations? 

Mr.  Hunter.  We  are  doing  a  lot  of  manual  investigations  in  the 
regional  office,  and  typing,  because  we  don't  have  the  equipment. 
In  addition  to  that,  we  have  had  a  number  of  employees  to  pur- 
chase their  own  computers,  simply  because  we  do  not  have  the  re- 
sources to  provide  the  computers  for  them. 

Additionally,  many  of  the  machines  that  we  have  are  at  the 
point  of  being  obsolete.  They  are  anywhere  from  three  to  five  years 
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old  or  more.  The  average  life  of  a  computer  is  five  years,  and  we 

are  at  the  point  of  most  of  those  computers  not  being  

Mr.  Pursell.  If  we  took  the  President's  OMB  mark  this  year  and 
funded  that,  you  would  be  in  the  same  position  this  year.  You 
would  be  unable  to  implement  your  computerization  plan  to  any 
degree? 

Mr.  Hunter.  Exactly  right,  Congressman  Pursell,  because 
$11,700,000  of  that  increase  is  going  for  fixed  cost  increases  and 
going  back  to  the  question  the  chairman  asked,  that  does  not  an- 
ticipate any  locality  pay,  which,  if  for  some  reason  the  Office  of 
Management  and  Budget  and  Office  of  Personnel  Management  ap- 
proved any  locality  pay,  it  does  not  take  into  account  any  locality 
pay.  It  does  take  into  account  the  general  increase. 

Mr.  Pursell.  Does  the  committee  have  your  computerization 
plan?  You  could  start  up  without  the  full  amount  in  one  year  in 
the  appropriation  bill;  is  that  correct? 

Mr.  Hunter.  That  is  correct.  We  provided  a  copy  of  that  plan  to 
the  staff.  We  will  provide  another  copy  to  you. 

Mr.  Pursell.  Let's  say  you  take  the  President's  mark.  How  much 
funding  would  it  take  to  start  up  a  one-year  or  two-year  computer- 
ization program? 

Mr.  Hunter.  The  request  that  we  provided  to  OMB  was  for  over 
$10,000,000,  I  believe  that  we  could  break  it  down  for  $3,000,000 
each  year  for  a  three-year  plan. 

Mr.  Pursell.  $10,000,000  for  the  one  year? 

Mr.  Hunter.  No.  Over  10,000,000— $10,200,000,  and  of  that, 
$4,000,000  for  the  first  year  to  get  started. 
Mr.  Pursell.  We  have  that  break-off? 

Mr.  Hunter.  Yes.  The  subsequent  amount  would  be  broken  up  in 
the  succeeding  two  years. 

Mr.  Pursell.  Have  you  done  any  analysis  on  whether  that  would 
impact  on  hiring?  You  are  not  hiring  new  people,  but  if  you  were 
fully  computerized,  would  that  have  any  plus  or  minus  on  the  em- 
ployment level? 

Mr.  Hunter.  The  study  that  was  done  did  not  take  into  account 
what  impact  computerization  would  have  on  the  need  for  staff. 

Mr.  Pursell.  I  know  that  is  a  debatable  subject.  I,  for  one,  think 
it  is  an  excellent  tool  to  have,  irrespective  of  your  employment 
levels.  You  can't  substitute  a  computer  for  a  person  in  the  kind  of 
work  that  you  are  doing.  But  it  certainly  will  fast-track  the  proc- 
esses as  well  as  make  it  more  efficient. 

Mr.  Hunter.  I  will  answer  that  in  terms  of  our  current  year.  If 
we  were  fully  computerized,  we  would  be  a  lot  more  efficient.  A 
good  example,  I  indicated  earlier,  we  are  over  72  clericals  under- 
staffed in  the  regional  offices. 

We  are  doing  typing  in  New  Orleans  for  the  Kansas  City  Region- 
al Office.  We  are  doing  typing  in  New  Orleans  for  the  Fort  Worth 
Regional  Office.  If  we  were  fully  computerized  and  the  offices  were 
all  networked,  it  would  make  it  much  easier  to  assist  those  offices 
where  we  are  understaffed. 

Mr.  Pursell.  Well,  I  think,  Mr.  Chairman,  we  ought  to  certainly 
look  at  that  aspect  of  it,  and  your  funding  as  a  whole. 

Thank  you,  Mr.  Chairman. 
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Mr.  Early.  I  am  confused,  Mr.  Hunter,  about  what  you  just  told 
Mr.  Pursell.  I  think  the  line  he  is  going  down,  if  we  don't  put  the 
money  into  the  machines,  we  are  not  going  to  be  improving  our  sit- 
uation. 

You  said  you  requested  $186,000,000  from  OMB,  which  you  say 
24  was  cut,  10  was  for  computers.  Then  you  told  him,  of  the 
$10,000,000,  it  is  a  $3,000,000  plan,  with  only  $4,000,000  for  the  first 
year. 

What  was  the  other  $6,000,000  that  was  cut  out  for  computers 
this  year? 

Mr.  Pursell.  The  $10,000,000— $10,400,000  was  more  than  a  year 
funding  to  get  the  computer  program  up  to  speed.  You  are  asking 
the  difference  between  what  OMB  cut  

Mr.  Early.  And  what  is  in  the  budget  this  year. 

Mr.  Hunter.  Well,  the  $162,000,000  that  is  proposed  in  the  Presi- 
dent's budget  does  not  include  an  amount  for  automation.  What  we 
did  in  conference  with  OMB  was  we  asked  for,  obviously,  the 
$10,000,000.  But  as  a  compromise,  we  indicated  we  were  willing  to 
do  this  over  a  three-year  period  of  time,  and  that  is  where  the  dis- 
cussion is. 

Mr.  Early.  I  get  the  impression  of  this  particular  request  for  this 
year's  appropriation,  it  was  cut  $10,000,000  for  computers? 

Mr.  Hunter.  Yes,  it  was  cut.  There  is  no  amount  

Mr.  Early.  That  $10,000,000  isn't  for  the  whole  three-year  plan. 
Is  the  4,000,000  for  the  first  year? 

Mr.  Darden.  Mr.  Early,  we  were  asking  for  $10,000,000,  which 
we  would  have  been  able  to  spend  that  over  three  years;  it  would 
be  almost  physically  impossible  for  us  to  spend  $10,000,000  in  one 
year,  except  for  the  fact  that  we  need  to  purchase  a  lot  of  hardware 
and  software,  to  put  the  equipment  into  place  and  to  have  the  con- 
tracts necessary  for  implementation. 

In  the  first  year,  we  could  make  these  purchases,  because  we 
have  put  in  place  a  delegation  of  procurement  authority  from  GSA 
in  place  to  help  speed  the  process  along.  It  would  take  $10,000,000, 
either  all  in  the  first  year  or  all  spread  out  over  three  years  to 
get  us  automated  to  the  point  that  we  could  feel  comfortable  about 
sharing  documents  and  other  things  among  regions  and  headquar- 
ters. 

We  could  definitely  spend  $4,000,000  in  the  first  year  alone  in 
terms  of  purchasing  a  system  and  getting  it  implemented. 

Mr.  Early.  If  they  give  you  $4,000,000  this  year,  you  would  still 
be  on  track  to  spend  10  over  three  years? 

Mr.  Darden.  Yes. 

Mr.  Early.  Does  that  address  what  Mr.  Hunter  told  us  about  the 
CHIPS  being  near  collapse?  That  you  have  a  two-hour  waiting 
period? 

Mr.  Darden.  The  first  thing  that  the  $4,000,000  would  do,  is  to 
allow  us  to  replace  the  old,  antiquated  equipment  that  is  about 
ready  to  collapse.  That  is  the  first  priority,  to  take  what  is  now  in 
place,  and  replace  it  so  that  we  can  keep  going. 

Mr.  Early.  All  right,  fine.  Okay. 

Does  that  also  address  what  Mr.  Hunter  told  the  committee  as 
far  as  the  two-hour  wait?  I  don't  like  that.  There  is  no  money  sav- 
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ings  if  we  have  your  people  waiting  two  hours  to  get  a  machine  to 
use. 

Mr.  Darden.  The  $4,000,000  would  be  for  hardware.  We  would 
bring  in  and  install  as  much  hardware  as  we  need  with  that 
$4,000,000,  to  reduce  the  waiting  time  of  the  employees  and  put 
physically  in  place  hardware. 

Then,  in  the  next  year,  we  would  develop  the  applications. 

Mr.  Early.  You  are  going  to  give  the  committee  a  much  more 
detailed  description  on  your  automation  improvement  needs  from 
1991  to  1992.  We  want  a  full  description  on  that.  The  $4,000,000 
would  take  care  of  the  first  year,  but  I  want  in  the  record  the  full 
testimony. 

[The  information  follows:] 


622 


NATIONAL  LABOR  RELATIONS  BOARD 
INFORMATION  SYSTEMS  IMPLEMENTATION  PLAN 

EXECUTIVE  SUMMARY 

The  National  Labor  Relations  Board's  (NLRB) 
information  systems  and  office  automation  capability  are 
critically  deficient  and  must  be  infused  with  a 
considerable  investment  of  staff  and  funds  to  achieve 
efficiency  and  effectiveness  for  the  important 
Governmental  function  performed  by  the  Agency.  Two-thirds 
of  NLRB  PCs  are  first  generation  (8088  CPU)  and  forty 
percent  of  the  total  are  over  five  years  old.  Fewer  than 
one  in  three  employees  in  our  regional  offices,  employing 
two-thirds  of  total  staff,  have  ready  access  to  a  PC; 
therefore,  causing  intolerable  delays.  No  substantial 
network  capability  exists  in  Regional  offices.  Almost  all 
Agency  software  is  out-of-date  compared  to  the  most  recent 
releases.  Certain  software  may  be  inappropriate  under 
current  requirements  and  needs  to  be  reviewed.  Certain 
pieces  of  mainframe  peripheral  equipment  are  obsolete. 
ADP  training  is  virtually  nonexistent. 

After  several  years  of  not  being  authorized  to 
request  sufficient  ADP  funding,  a  consultant's  study  was 
undertaken,  completed  in  August  1989,  to  validate  the 
NLRB's  requirement.  The  study  determined  that  at  least 
$18,700,000  would  be  necessary  over  three  years  just  for 
Field  offices.  The  Agency  proposed  that  funding  to  begin 
implementation  of  the  plan  be  included  in  the  budget  for 
1991  and  1992.  The  Administration  felt,  however,  that 
this  initiative  could  not  be  accommodated  within  the 
request  in  those  years.  Approval  of  the  requests  for  1991 
and  1992  contemplated  additional  expenditures  in  1993. 

In  order  to  achieve  automation  sufficiency  and  remedy 
the  burdensome  inefficiencies  that  the  lack  of  automation 
imposes  on  the  Agency,  it  is  essential  to  obtain  the 
funding  and  staff  to  properly  administer  its  IRM  program. 
In  view  of  funding  constraints,  the  plan  has  been  recast 
into  two  major  phases.  The  initial,  or  start-up  phase  can 
be  implemented  over  three  discrete  periods.  This  initial 
phase  of  the  automation  effort  will  require  $10,227,000. 
The  completion  phase  would  follow  and  require  $8,500,000. 

This  Executive  Summary  addresses  only  the  initial 
phase  of  the  implementation  plan.  The  annual  cost  of  the 
Agency's  present  base-level  ADP  program  will  continue  at 
the  current  level  of  about  $1,500,000.  Additional  detail 
is  provided  in  the  main  body  of  this  plan. 

-1992  INITIAL  PHASE  GOALS  SPREAD  OVER  3  ACTIVITY  PERIODS- 

The  goals  of  the  initial  phase  of  the  information 
systems  efforts  are  intended  to  facilitate  the  achievement 
of  the  NLRB's  statutory  mission  by  the  employees  of  the 
Agency.  These  goals,  a  subset  of  the  overall  goals  of  a 
fully  funded  ADP  effort,  may  be  summarized  as  follows: 

Replace    800  units  of  old  and  worn  out 

equipment . 

Increase      the      number    of  Personal 
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Install    fourteen    regional    LANS  and 

upgrade  the  Headquarters  LAN. 

Expand    and  enhance  the    Agency's  Case 

Handling  Information  Processing  System 

(CHIPS). 

Expand  and  enhance  numerous 
administrative  and  legal 

applications  such  as  legal  research, 
text  search,  electronic  mail,  citation 
checking,  compliance,  personnel, 
procurement ,  budget ,  f  inance , 

printing,  etc. 

Begin      a      regular    program      of  ADP 
training. 

The  Agency's  ability  to  achieve  these  goals  and 
implement  its  ADP  strategy  is  severely  compromised  by  the 
burden  of  obsolete  equipment  and  software  and  insufficient 
numbers  of  equipment.  The  following  is  a  three-part  plan 
for  implementing  the  initial  phase  of  the  plan  and  a 
projection  of  the  remaining  funds  that  will  be  necessary, 
nitial  Phase  -  Part  1  -  $4,000,000 

Purchase  800  386sx  PCs  to  replace  400 
pieces  of  obsolete  hardware  and 
increase  the  number  of  PCs  by  400. 
Replace  Headquarters  and  Judges  file 
servers.  Upgrade  all  network-based 
word  processing  software  to  latest 
version. 

Install  LANs  in  five  regional  offices. 
Fully      automate    these    offices  with 
existing  Agency  applications. 
Replace  obsolete  mainframe  disk  drives 
and  printer. 

Upgrade      ATEX    System    for  printing 
decisions  and  annual  report. 

COST  ESTIMATE  -  Hardware  $3,700,000;  Software  $300,000. 

Initial  Phase  -  Part  2  -  $4,000,000 

Purchase  500  386sx  PCs  to  replace 
another  400  pieces  of  obsolete 
hardware  and  increase  the  total  number 
of  PCs  by  100. 

Install  LANs  in  six  additional 
regional  offices.  Fully 

automate  these  offices. 
Purchase    a  limited  number  of  portable 
PCs    for  use  by  regional  investigators 
and  attorneys. 

Review  Agency  word  processing  software 
and  reaffirm  or  replace.  Review 
legal  research  and  text  search 
applications. 

Begin  regular  Agency-wide  training. 
COST    ESTIMATE    -  Hardware    $2,500,000;  Software  $750,000; 
ADP  Training  $750,000. 
Initial  Phase  -  Part  3  -  2. 227 r 000 

Purchase      100      additional    PCs  and 

portable       PCs      for      regional  and 

Headquarters  use. 
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Replace        any        remaining  obsolete 
hardware . 

Install      three      additional  regional 
LANs. 

Fully  implement  electronic  mail, 
research  and  other  LAN 

applications        for       the  automated 
offices. 

Continue  training. 
COST    ESTIMATE    -  Hardware    $1,227,000;  Software  $225,000; 
ADP  Training  $775,000. 
BENEFIT: 

Implementation  of  this  initial  phase  will  provide 
expanded  and  enhanced  LANS  in  fourteen  regional  offices 
and  improved  communication  capability  to  Headquarters  for 
administrative  support  and  for  on-line  research  and 
document  sharing.  Staff  will  receive  extensive  training. 
This  ADP  investment  will  generate  significant  improvements 
in  productivity  of  both  clericals  and  professionals. 
Completion  Phase  -$8,500,000 

ACTION  -  Purchase  PCs  sufficient  to  reach  the  minimum  goal 
of  80  percent  PCs  to  staff.  Automate  remaining  nineteen 
Regional  offices,  and  resident  and  subregional  offices. 
Continue  training.  Begin  external  on-line  research. 
BENEFIT  -  Dramatic  increases  in  productivity  and  service 
to  the  .public  throughout  the  Agency.  Agency  is  fully 
automated.    Staff  is  becoming  increasingly  well  trained. 
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Mr.  Hunter.  Mr.  Chairman,  I  would  like  to  go  back  to  your  last 
question.  It  would  address  the  two-hour  wait,  because  there  would 

I  be  more  computers  actually  placed  in  the  regional  offices,  and  em- 
ployees would  have  easier  access  to  those  machines,  whereas  cur- 
rently now  they  do  not  have  access,  because  we  don't  have  them  in 

I     the  office. 

Mr.  Early.  Also,  in  your  opening  statement,  you  said  there  are 
j     no  funds  for  ADP  or  word  processing.  The  $4,000,000  would  be  ade- 
quate? 

Mr.  Hunter.  That  is  correct. 

TIME  TARGET  GOALS  FOR  ULP  CASES 

Mr.  Early.  What  is  the  agency's  goal  for  the  time  someone 
should  be  able  to  have  a  hearing  on  an  unfair  labor  practice? 

Mr.  Hunter.  Our  goal  has  been  from  the  date  a  charge  is  filed  to 
investigate  that  charge  within  a  30-day  period,  and  a  determination 
made  by  the  regional  director  whether  to  issue  a  complaint.  Once 
the  complaint  is  issued,  within  a  45-day  period,  the  goal  is  to  have 
a  trial  set  within  the  next  60  days.  That  has  been  the  historical 
goal  of  the  agency. 

And  up  until  we  started  running  into  these  appropriations  prob- 
lems, the  agency  had  pretty  much  met  those  goals. 

Mr.  Early.  So,  if  an  employee  is  wrongfully  dismissed  from  a  job 
and  files  a  complaint  today,  how  long  will  they  have  to  wait  before 
a  hearing  is  held  on  their  matter? 

Mr.  Hunter.  Today,  we  are  looking  at  hearings  that  are  being 
set  from  six  to  nine  months  following  a  determination  by  the  re- 
gional director  that  the  charge  has  merit. 

Mr.  Early.  So,  you  say  your  goal  is  30  days? 

Mr.  Hunter.  Sixty  days  to  get  to  trial  after  the  complaint  is 
issued. 

Mr.  Early.  Right  now,  you  say  it  is  six  months? 
Mr.  Hunter.  Six  months. 

Mr.  Early.  Rather  than  a  goal,  what  will  it  become? 

Mr.  Hunter.  This  budget,  we  would  hire  staff,  but  even  under 
this  budget,  I  don't  think  we  would  hire  sufficient  staff  to  reduce 
that  six-month  period  substantially. 

Mr.  Early.  For  the  record,  you  put  in  what  you  would  need  to 
get  from  that  60-day  to  what  your  goal  is. 

Mr.  Hunter.  All  right. 

[The  information  follows:] 

The  additional  resources  that  would  be  needed  to  permit  us  to  reduce  our  trial 
calendar  from  its  present  level  to  our  60-day  goal,  would  be  at  least  74  additional 
attorney  positions  in  the  field  for  Fiscal  Years  1992  and  1993.  During  1992  these 
attorneys  will  not  be  able  to  handle  trials  on  their  own  because  they  must  be 
trained  and  given  some  trial  experience  with  our  senior  attorneys.  Thus,  they  will 
be  essentially  nonproductive  as  trial  attorneys  during  their  first  year.  This  does  not 
take  into  account  the  additional  resources  that  will  be  needed  in  Washington  to 
decide  and  enforce  these  cases. 

CASES  PENDING  BEFORE  FIVE  MEMBER  BOARD 

Mr.  Early.  The  GAO  Office  recently  issued  a  report  on  the  time 
it  takes  the  Board  to  process  cases  appealed  from  the  Administra- 
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tive  Law  Judge  level.  Can  you  review  for  the  committee  the  cur- 
rent data  on  the  distribution  of  cases  pending  at  the  Board  by  age? 

You  gave  the  two-year  one.  I  was  pleased  to  see  that.  But  again, 
the  whole  thing? 

Mr.  Stephens.  We  have  for  unfair  labor  practices  357  pending 
before  the  Board  now.  One  hundred  and  sixty-three  were  filed  in 
1991.  One  hundred  and  forty-eight  were  filed  in  1990.  Thirty-six 
were  filed  in  1989.  We  have  seven  remaining  from  1988,  one  from 
1987,  and  two  from  1985.  And  the  two  from  1985,  I  think,  are  still 
at  the  Board  because  we  are  considering  a  couple  of  lead  case 
issues  in  the  context  of  some  younger  cases. 

When  those  cases  are  issued,  that  will  enable  us  then  to  dispose 
of  the  1982,  1985  cases,  as  well  as  I  think  the  1987  case,  so  that  we 
should  be,  as  I  say — I  am  hopeful  by  the  end  of  this  fiscal  year,  we 
won't  have  any  cases  that  have  been  at  the  Board  more  than  two 
years. 

Mr.  Early.  What  do  you  consider  an  acceptable  length  of  time 
for  a  case  to  be  pending  at  the  Board? 

Mr.  Stephens.  The  median  time,  even  now,  is  about  180  days. 
And  I  think  that  that  is  probably  a  fairly  acceptable  standard.  We 
don't  like  to  see  any  cases  stay  there  any  longer  than  they  have  to. 

And,  obviously,  the  more  that  we  can  reduce  the  backlog  below 
even  current  levels,  which  is  right,  I  think,  probably  on  the  lower 
end  of  the  historical  average — back  when  things  were  running  very 
efficiently  at  the  Board  in  the  sixties  and  seventies,  I  think  the  ac- 
ceptable case  level  was  somewhere  between  400  and  600  cases. 

CASE  PROCESSING  TIME  STANDARD 

Mr.  Early.  Do  you  intend  to  establish  a  case  processing  time 
standard  and  corrective  actions  as  recommended  by  the  GAO? 

Mr.  Stephens.  That  recommendation  of  the  GAO  was  developed 
in  conjunction  with  our  input,  and  we  adopted  that  system  and  I 
think  it  is  working  fairly  well.  And  I  think  the  fact  that  our  cases 
have  been  reduced,  in  part,  is  due  to  that  management  system. 

I  would  say,  though,  that  I  think  the  thing  that  the  GAO  report 
brings  out,  I  don't  know  if  they  really  identified  as  the  root  cause, 
they  identify  it  as  one  of  the  causes,  but  I  think  the  root  cause  that 
the  Board  has  in  the  past,  we  had  a  tremendous  amount  of  turnov- 
er in  the  Board  in  the  1980s,  and  there  were  long  periods  of  vacan- 
cies. 

My  experience  at  the  Board,  now  I  have  been  there  six  years, 
and  I  have  been  there  through  the  good  times  and  not-so-good 
times,  and  I  am  convinced  that  the  key  to  an  efficient  processing  of 
cases  at  the  Board  is  that  we  have  five  confirmed  Board  members 
in  place  acting  as  a  collegial  body  and  getting  the  cases  out. 

When  we  go  through  periods  of  turnovers  and  vacancies,  it  takes 
a  toll  on  the  system.  If  we  do  have  the  five  members  in  place,  I 
think  history  shows — and  this  last  year  has  shown — that  the  cases 
will  move  through  the  system. 

Mr.  Early.  Okay. 

I  want  you  to  provide  for  the  record,  your  response  to  the  GAO 
recommendations. 
[The  information  follows:] 
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The  Report  of  the  General  Accounting  Office  dated 
January  7,  1991,  on  "Action  Needed  to  Improve  Case- 
Processing  Time  at  [NLRB]  Headquarters"  confirmed  that 
Board  Member  turnover  and  Board  vacancies  had  a  disruptive 
impact  on  the  Board's  decisionmaking  processes  in  the 
1980 's.  From  December  1979  to  September  1990,  a  period  of 
129  months,  19  different  persons  served  as  Members  of  the 
National  Labor  Relations  Board.  Moreover,  the  Board  was 
at  full  strength  during  only  47  of  those  months.  In  18.5 
months  there  were  only  three  Members,  and  only  four 
Members  during  63.5  months.  In  September  1990  the  Board 
had  five  fully  confirmed  Board  Members  for  the  first  time 
in  almost  three  years. 

It  is  abundantly  clear  from  the  GAO  Report  that  the 
disruptions  of  frequent  Board  Member  turnover  and  extended 
vacancies,  beginning  in  1980-81,  began  a  chain  reaction 
that  culminated  in  a  record  backlog  of  cases  in  1984  from 
which  the  Board  is  only  now  extricating  itself.  The 
primary  victims  of  the  backlog  were  the  effectiveness  of 
the  Board's  case-management  system  and  delayed  decisions 
in  major-issue  cases. 

GAO  recommended  that  the  Chairman  of  the  National 
Labor  Relations  Board: 

( 1 )  establish  standards  for  the  total 
length  of  time  a  case  should  be  at  the 
Board  and  a  time  for  each  decision 
stage  that,  when  exceeded,  requires 
corrective  action  and 

(2)  specify  the  corrective  actions  that 
Board  Members  and  staff  should  take 
when  those  targets  are  exceeded. 

The  Board  has  adopted  GAO's  suggestions  of  an  outside 
limit  of  two  years  for  issuing  a  decision,  and  a  time  for 
each  decision  stage  that,  when  exceeded,  requires 
corrective  action.  As  the  case  load  allows,  the  two-year 
time  frame  will  be  reduced  further.  In  order  to  focus 
Board  action  on  cases  well  before  their  second 
anniversary,  the  Board  has  added  a  new  component  to  its 
case-management  system:  a  "6-6-6  trigger"  for  directly 
involving  all  the  Board  Members  in  matters  that  may  be 
emerging  as  problem  cases.  The  Board's  case-management 
system  contemplates  three  stages:  Stage  I  (research  and 
analysis),  3  weeks;  Stage  II  (drafting),  three  weeks;  and 
Stage  III  (circulation  for  Board  Member  action),  2  weeks. 
If  this  system  has  not  moved  a  case  from  one  decisional 
stage  to  the  next  in  six  months'  time,  it  is  flagged  for 
action  by  all  the  Board  Members. 

Since  October  1,  1990,  upon  receiving  the  GAO  Draft 
Report,  the  Board  has  been  focusing  on  unfair  labor 
practice  cases  which  were  already  or  would  be  two  years 
old  by  September  30,  1991,  if  the  Board  took  no  further 
action  on  them.  There  were  300  such  cases  on  July  1, 
1987.  That  number  had  been  reduced  to  101  on  October  1 
and  further  reduced  to  29  by  May  9,  1991.  The  Board  has 
committed  itself  to  reducing  the  number  to  zero  by 
September  30,  1991. 

To  facilitate  the  accomplishment  of  this  goal,  the 
Board    has  met  18  times  since  October  1,  1990,  to  focus  on 
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deciding  the  oldest  cases.  There  has  been  renewed 
emphasis  on  Board  Members'  use  of  case-monitoring 
reports,  and  on  the  use  of  special  expedited  procedures 
for  routine  cases.  As  a  result  of  a  new  procedure 
instituted  to  expedite  summary- judgment  cases  involving  a 
test  of  certification,  the  time  to  process  such  cases  in 
the  first  year  of  this  new  procedure  has  been  reduced  from 
a  median  time  of  134  days  to  37  days.  And  now,  faced  with 
an  unusual  number  of  extraordinarily  long  and  very  complex 
cases  arriving  at  the  Board  almost  simultaneously,  the 
Board  is  instituting  a  new  procedure  to  ensure  that  even 
these  extraordinary  cases  will  issue  well  within  GAO's 
benchmark  time. 

The  Board  issues  to  itself  each  month  a  "report  card" 
on  the  progress  made  to  achieving  its  annual  objectives. 
With  renewed  attention  to  its  historically  effective  case- 
management  system  as  buttressed  by  GAO's  recommendations, 
the  Board  has  made  great  strides  toward  accomplishing  its 
goals. 
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CONTINUITY  OF  BOARD  MEMBERS 

Mr.  Early.  What  are  your  comments  on  the  report's  recommen- 
dation that  Congress  should  improve  continuity  of  Board  members? 

Mr.  Stephens.  Well,  I  don't  think  the  GAO  had  a  specific  recom- 
mendation. I  think  that  the  current  system  can  work  when  a  mem- 
ber's term  is  up,  if  the  White  House  makes  a  timely  nomination  to 
the  Senate,  and  the  Senate  moves  the  nomination  in  a  timely 
manner  through  the  committee  and  through  the  Senate,  and  the 
person  gets  in  place,  I  think  the  current  system  works  quite  well. 

There  have  been  proposals  in  the  past  that  our  statute  should  be 
amended  so  that  if  a  member's  term  expires  and  a  successor  is  not 
ready  to  be  sworn  in,  the  incumbent  stays  in  place.  That  would 
assure  continuity,  but  the  argument  has  been  made  in  the  past 
that  that  provides  some  potential  for  mischief,  because  if  one  parti- 
san group  or  another  wants  to  frustrate  the  President's  choice,  a 
new  nominee,  they  can  try  to  tie  up  that  nomination  to  allow  the 
incumbent  to  stay  in  place. 

And  I  am  not  sure  whether  or  not  Congress  would  want  to  make 
that  choice.  As  I  said,  my  sense  is,  based  on  my  experience,  if  the 
President  and  if  the  Senate  make  timely  nominations  and  confir- 
mations, I  think  the  system  will  work  quite  well. 

Mr.  Early.  Mr.  Hunter,  how  many  attorneys  do  you  have,  and 
what  is  their  average  salary? 

Mr.  Hunter.  We  have  to  break  it  down,  Washington  side  and  the 
attorneys  in  the  regional  offices.  We  have  approximately  150  attor- 
neys in  Washington  in  the  General  Counsel  side.  And  the  field  of- 
fices, we  have  approximately  493  attorneys  in  the  regional  offices. 

Mr.  Early.  Provide  for  the  record,  too,  what  is  the  lowest  paid 
and  highest  paid,  and  the  average. 

Mr.  Hunter.  We  will  provide  that  for  the  record. 

[The  information  follows:] 

The  lowest  salary  for  attorneys  employed  by  the  National  Labor  Relations  Board 
is  $31,116  (GS-11,  step  1).  This  is  the  entry  level  for  attorneys  both  in  Headquarters 
and  the  Regional  Offices. 

The  highest  salary  for  attorneys  is  $80,138  (GS-15,  step  10).  The  average  salary  is 
$56,851  which  equates  to  a  GS-13,  step  9. 

The  above  numbers  exclude  Presidential  Appointees,  Administrative  Law  Judges 
and  attorneys  who  are  members  of  the  Senior  Executive  Service. 

TRAINING  OF  ATTORNEYS 

Mr.  Early.  Is  the  attrition  of  trained  attorneys  to  the  private 
sector  a  significant  problem? 

Mr.  Hunter.  In  the  last  several  years,  Mr.  Chairman,  it  has  not 
been  a  significant  problem.  Particularly  in  the  last  year,  part  of  it 
is  related  to  the  economic  situation,  where  both  law  firms  and  cor- 
porations have  cut  back  on  their  hiring. 

Historically,  the  agency  has  taken  attrition  into  account  in 
hiring  and  in  training.  That  is  why  the  training  program  is  so  nec- 
essary, because  to  get  an  attorney  on  board  and  up  to  speed,  we 
have  to  train  them. 

And  when  we  cut  back  on  training,  in  effect  what  we  are  doing  is 
cutting  back  on  quality  case-handling. 
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Mr.  Early.  You  said  you  were  eliminating  training.  How  much 
training  do  your  employees  receive,  and  how  much  training  is  pro- 
vided at  comparable  Federal  agencies? 

Mr.  Hunter.  We  have  not  done  any  training  this  year  except  for 
mandatory  training  relating  to  the  accounting  system  and  the  per- 
sonnel/payroll system. 

Last  year,  we  had  two  training  sessions.  One  was  for  new  field 
examiners,  the  investigators,  and  one  was  for  new  employees.  We 
had  planned  out  a  whole  schedule  of  training  this  year  for  attor- 
neys, compliance  managers,  office  managers,  the  senior  investiga- 
tors, et  cetera. 

Obviously,  after  we  received  an  appropriation  less  than  what  was 
recommended  by  the  President,  we  wiped  out  all  of  that  training, 
as  you  noted. 

Mr.  Early.  I  would  think  training  and  the  fact  you  haven't  hired 
any  new  people  is  not  as  bad  a  situation  as  it  would  have  been 
under  normal  conditions  if  you  were  bringing  on  some  attorneys. 

Mr.  Hunter.  Mr.  Chairman,  you  are  correct.  That  would  be  gen- 
erally true,  except  we  have  not  trained  some  people  who  have  been 
on  board  over  two  years,  because  we  haven't  had  the  funds.  We 
started  last  summer  with  the  new  employees — and  this  was  just  to 
get  back  into  a  training  mode,  and  the  field  examiners. 

And  we  were  going  to  continue  that  this  year,  but  we  cut  out  all 
of  that.  So,  there  are  people  on  board  who  have  been  with  the 
agency  even  three  years  and  have  not  had  any  formalized  training. 

Mr.  Early.  Can  you  provide  for  the  record,  Mr.  Hunter,  the  ones 
that  have  not  been  trained,  and  how  much  money  you  think  would 
be  needed  to  train  them  to  the  capacity  you  would  say  would  be 
acceptable?  Not  what  would  be  preferred,  what  would  be  accepta- 
ble. 

Mr.  Hunter.  I  will  definitely  provide  that. 
[The  information  follows:] 
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The  Agency  has  been  unable  to  conduct  any  formal 
training  this  Fiscal  Year  due  to  severe  budgetary 
constraints.  In  addition,  we  have  been  unable  to  conduct 
formal  training  for  various  categories  of  employees  in 
recent  years  due  to  inadequate  training  funds.  The 
following  is  a  list  of  the  number  and  types  of  training 
needed  in  Fiscal  Years  1992,  1993  and  1994  and  the 
anticipated  cost. 

FISCAL  YEAR  1992  TRAINING 

1.  TRAINING  And  orientation  for  approximately  100  new 
attorneys  and  field  examiners. 

2.  Trial  training  for  approximately  150  attorneys  who 
have  never  received  formal  trial  training  since  their 
being  hired. 

3.  Regional  Management  Conference  for  Regional 
Directors,  Assistant  to  the  Regional  Directors, 
Regional  Attorneys,  Deputy  Regional  Attorneys  and 
Washington  staff.  This  type  of  training  has  not  been 
conducted  since  December  1988.  Approximately  200 
would  be  in  attendance. 

4.  Training  for  approximately  40  new  supervisors  who 
have  not  received  formal  supervisory  training  since 
their  appointment  as  supervisors. 

5.  Substantive  training  for  approximately  66  Compliance 
managers  and  supervisors  who  have  not  had  formal 
training  since  September  1984. 

6.  Training  for  33  Compliance  Assistants  in  the 
utilization  of  our  new  Compliance  Computer  Program. 

7.  Advanced  training  for  approximately  200  Regional 
Office  field  examiners  who  have  not  received  training 
other  than  hearing  officer  training  since  April 
1985. 

8.  Training  for  approximately  50  Office  Managers  and 
Assistant  Office  Managers  who  have  not  received  any 
formal  training  since  June  1987. 

Anticipated  Cost  of  Training  for  Fiscal  Year  1992 

1.  New  Employee  -  $  100,000 

2.  Trial  Training  -  160,000 

3.  Regional  Management  -  200,000 

4.  New  Supervisors  -  80,000 

5.  Compliance  Managers  -  70,000 

6.  Compliance  Assistants  Training      -  40,000 

7.  Advanced  Field  Examiner  Training  -  160,000 

8.  Office  Manager  Training  -  50,000 

9.  Supervisory  Training  330f 000 

$1,190,000 

Fiscal  Year  1993  Training 

1.  Advanced  training  for  approximately  150  field 
examiners  who  have  not  received  training  other  than 
hearing  officer  training,  since  April  1985. 

2.  Advanced  training  for  approximately  150  Regional 
Office  attorneys  who  have  not  received  training  since 
February  1986. 

3.  Regional  Directors  Conference  with  Washington  staff  - 
approximately  100  in  attendance. 

4.  Training  for  approximately  20  new  supervisors  who 
have  not  received  new  supervisory  formal  training 
since  their  appointment  as  supervisors. 
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5.      Training    and    orientation  for    approximately  100  new 
attorneys  and  field  examiners. 
Anticipated  Cost  of  Training  for  Fiscal  Year  1993 

1.  Advanced  Field  Examiner  Training      -  $140,000 

2.  Advanced  Attorney  Training  -  140,000 

3.  Regional  Directors  Conference  -  100,000 

4.  New  Supervisors  Training  -  25,000 

5.  New  Employee  Training  -  100,000 

$505,000 

Fiscal  Year  1994  Training 

1.  Training  for  approximately  250  supervisors  who  have 
not  received  training  since  September  1989. 

2.  Training  and  orientation  for  approximately  100  new 
attorneys  and  field  examiners. 

3.  Regional  Management  Conference  for  Regional 
Directors,  Assistant  to  the  Regional  Directors, 
Regional  Attorneys,  Deputy  Regional  Attorneys  and 
Washington  staff.    Approximately  200  in  attendance. 

4.  Advanced  training  for  approximately  100  Regional 
Of f ice .attorneys  who  have  not  received  training  since 
February  1986. 

5.  Training  for  approximately  20  new  supervisors  who 
have  not  received  new  supervisory  formal  training 
since  their  appointment  as  supervisors. 

6.  Training  for  approximately  50  Office  Managers  and 
Assistant  Office  Managers. 

Anticipated  Cost  of  Training  for  Fiscal  Year  1994 

1.  Supervisory  Training  -  $225,000 

2.  New  Employee  Training  -  100,000 

3.  Regional  Management  Conference  -  175,000 

4.  Advanced  Attorney  Training         -  100,000 

5.  New  Supervisor  Training  -  25,000 

6.  Office  Manager  Training  -  60,000 

$685,000 
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compliance/bankruptcy  training 

Mr.  Hunter.  Another  matter,  particularly  with  the  compliance 
officers,  the  number  of  bankruptcies  have  increased  substantially. 
That  impacts  on  our  ability  to  enforce  the  Board's  orders,  and  we 
tried  to  take  advantage  of  some  other  agency's,  bankruptcy  train- 
ing, free  of  charge,  but,  obviously,  because  we  are  located  across 
the  Nation,  we  can't  pay  for  our  employees  to  go  to  the  training  if 
it  is  not  in  their  particular  city. 

We  are  involved  in  more  bankruptcy  cases,  including  the  Grey- 
hound case  and  a  lot  of  other  cases,  and  we  have  three  lawyers 
here  in  Washington  that  are  tied  up  in  the  Greyhound  bankruptcy 
case,  and  in  many  cases  they  are  going  up  against  the  law  firms 
that  totally  specialize  in  bankruptcies,  and  we  have  not  been  able 
to  provide  our  attorneys  any  training  in  the  area  of  bankruptcy. 

Mr.  Early.  I  want  you  to  provide  for  the  record  what  you  think 
you  have  to  do  on  that,  too.  It  has  to  be  a  summary.  It  is  very  diffi- 
cult to  write  a  short  report. 

[The  information  follows:] 

We  would  like  to  provide  training  for  approximately  33  field  attorneys  and  36 
field  examiners  in  the  law  and  procedures  of  bankruptcy  courts.  This  would  consist 
of  full  semester  courses  in  law  schools  or  colleges  and  special  legal  seminars  in  this 
area  of  the  law.  There  would  be  training  in  the  bankruptcy  code,  especially  Chapter 
7  and  Chapter  11;  debtor  and  creditor  rights;  functions  of  the  creditor's  committee; 
and  filing  proofs  of  claim.  Estimated  cost  for  one  year  is  $75,000. 

It  will  also  be  necessary  to  conduct  bankruptcy  training  as  part  of  a  national  con- 
ference for  66  compliance  managers  and  supervisors.  Since  1984,  these  individuals 
have  not  received  formal  training  regarding  bankruptcy  policies,  practices,  and 
procedures  of  this  Agency.  The  Regional  compliance  officers  have  a  great  need 
to  develop  more  expertise  in  bankruptcy  matters.  The  cost  of  the  conference  is 
approximately  $40,000. 

The  attorneys  in  our  Special  Litigation  Branch  are  often  engaged  in  litigation, 
and  appear  in  bankruptcy  court  as  counsel  for  the  General  Counsel  and  the  Board. 
At  these  times  our  attorney,  who  have  little  or  no  formal  training  in  bankruptcy 
law,  appear  against  private  practitioners  who  specialize  in  bankruptcy  law.  Our  at- 
torneys are  required  to  handle  many  other  matters  as  well  as  bankruptcy  issues.  A 
few  years  ago  bankruptcy  for  NLRB  attorneys  was  a  rare  issue.  It  is  now  an  issue 
which  is  quite  frequent  in  compliance  and  enforcement  cases. 

Due  to  the  factors  cited  above  there  exists  a  pressing  need  to  provide  NLRB  Spe- 
cial Litigation  attorneys  with  bankruptcy  training.  This  requires  funding  of  $15,000 
immediatley  to  give  the  entire  staff  a  basic  law  school  course  and  an  advanced  or 
immediate  level  bankruptcy  course.  Also,  this  amount  includes  attendance  at  an 
annual  up-date  conference  on  bankruptcy. 

Mr.  Early.  I  am  going  to  yield  to  Mr.  Pursell. 

AGE  OF  EQUIPMENT 

Mr.  Pursell.  I  just  have  one  more  question. 

^What  type  of  computer  system  do  you  have  in  place  and  how  is 

Mr.  Darden.  We  have  a  Univac  System  80  main  frame  that  I  be- 
lieve was  purchased  approximately  8-10  years  ago. 

Mr.  Pursell.  In  the  $10,000,000  plan,  do  you  plan  to  replace 
that? 

Mr.  Darden.  No.  The  $10,000,000  plan  is  basically  to  bring  us 
into  the  new  age  with  personal  computers  and  related  software; 
and  integrate  them  with  a  main  frame. 

Mr.  Pursell.  Univac,  is  10  years  old.  You  are  not  going  to  re- 
place it.  Do  you  own  it  or  lease  it? 
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Mr.  Darden.  We  own  it. 

Mr.  Pursell.  What  is  the  life  of  that  now  after  the  10-year  cycle 
has  passed? 

Mr.  Darden.  We  would  have  to  provide  that  for  the  record.  I 
think  we  are  probably  very  near  the  end  of  its  life  cycle. 
[The  information  follows:] 

The  Agency's  Mainframe  is  a  UNISYS  System  80  model  8. 

This  is  a  small  Mainframe,  procured  in  1983,  that  is  upgradable  to  a  more  power- 
ful model  if  that  requirement  should  arise.  Several  peripheral  pieces  of  equipment, 
such  as  disk  drives  and  a  printer,  are  obsolete  and  require  costly  maintenance.  The 
disk  drives,  for  example,  date  to  1975  and  should  be  replaced.  Since  this  equipment 
has  a  life  expectancy  of  about  ten  years,  we  must  review  our  requirements  relative 
to  replacement  of  the  System  80  and  finalize  plans  within  the  next  two  years. 

Mr.  Stephens.  We  have  a  second  machine,  an  ATEX  system  that 
is  used  in  our  Editorial  Department  to  publish  our  Board  decisions 
and  get  the  pages  ready  for  submission  to  GPO  for  printing  into 
bound  volumes. 

As  a  matter  of  fact,  I  had  the  occasion  yesterday  to  go  down  and 
look  at  that  system.  It  fills  up — it  seems  to  me — fills  up  half  a 
floor.  It  is  one  of  those  old  systems  that  is  years  old.  I  am  sure  it  is 
obsolete  and  it  is  something  that — you  know,  ideally  

Mr.  Pursell.  That  is  not  part  of  your  $10,000,000  plan.  Why 
wouldn't  it  be,  if  it  is  10  years  old?  If  you  are  looking  two  or  three 
years  down  the  road,  aren't  you  looking  at  an  obsolete  system? 

Mr.  Darden.  You  are  correct,  we  should  be  looking  at  that,  and 
in  fact,  we  have.  We  also  have  started  looking  at  the  ATEX  equip- 
ment as  well  as  the  main  frame,  to  see  how  much  longer  we  would 
be  able  to  sustain  them. 

The  only  thing  I  can  tell  you  at  this  point  is  that  the  $10,000,000 
really  dealt  with,  first,  the  priorities,  which  is  making  sure  that  all 
of  our  employees  had  access  to  some  type  of  computer  that  would 
facilitate  better  efficiency  for  their  jobs  currently. 

We  may  get  into  this  project  and  find  that  whatever  we  want  to 
do  with  a  main  frame,  we  are  also  going  to  have  to  do  with  the 
ATEX  equipment. 

Mr.  Pursell.  Maybe  next  year  you  might  be  right  back  here 
looking  for  funding  to  replace  the  main  frame. 

Mr.  Stephens.  I  think  

Mr.  Pursell.  I  am  a  little  surprised  it  is  not  in  your  implementa- 
tion. 

Mr.  Stephens.  Maybe  the  plan  is  obsolete.  I  think  at  the  time  it 
was  developed,  the  objective  was  to  get  enough  computers  out  in 
the  field  and  headquarters  that  could  be  then  networked  into  the 
central  main  frame. 

Mr.  Pursell.  I  understand  that  priority.  I  am  not  questioning 
that  at  all.  Maybe  it  just  needs  to  be  reviewed  again.  Maybe  any 
updates  or  amendments  to  our  plan  you  have  before  the  committee 
would  be  appropriate. 

Mr.  Hunter.  Congressman  Pursell,  as  you  mentioned,  the  car 
you  bought,  I  think  the  plan  was  for  a  Chevrolet  and  not  a  Cadil- 
lac. I  think  the  agency  was  being  modest  in  its  request. 

As  Chairman  Stephens  said,  it  was  basically  trying  to  get  funds 
to  provide  personal  computers  to  employees.  And  that  had 
been  
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Mr.  Pursell.  Just  give  us  a  good,  straight,  common-sense,  state- 
of-the-art  technology,  and  we  will  look  at  it.  That  is  the  best  we  can 
do.  We  have  to  fund  other  computer  programs  in  other  agencies  as 
well. 

Thank  you,  Mr.  Chairman. 

ADMINISTRATIVE  LAW  JUDGES  RETIREMENTS 

Mr.  Early.  What  were  the  Administrative  Law  Judges'  salaries 
before  and  after  the  1991  raise? 

Mr.  Stephens.  I  think  the  average  salaries  were  in  the  neighbor- 
hood of  $85,000,  and  that  the — now  the  average  has  gone  up  to  be- 
tween $90,000  and  $91,000  as  the  average. 

Mr.  Early.  What  is  the  highest? 

Mr.  Stephens.  High  is  97 — you  are  the  Chief  ALJ. 

Judge  Welles.  $108,000,  and  the  next  is  $102,000,  one  person, 
and  it  goes  down  to  98  and  down  from  that. 

Mr.  Early.  How  many  judges  will  be  eligible  to  retire  in  three 
years? 

Judge  Welles.  Thirty-seven  are  eligible  to  retire  today,  and  13 
more  in  three  years,  which  would  make  50  of  our  81. 

Mr.  Early.  Are  you  concerned  about  the  possibility  of  mass  re- 
tirement of  judges  in  1994? 

Judge  Welles.  I  think  that  is  very  possible,  yes.  I  would  expect 
maybe  25,  30  people  to  retire  at  that  point,  Mr.  Chairman. 

ADMINISTRATIVE  LAW  JUDGES  LOAN  PROGRAM 

Mr.  Early.  How  many  ALJs  do  you  have  currently  on  loan  to 
other  agencies? 

Judge  Welles.  About  nine,  but  that  doesn't  mean  FTEs.  That 
means  nine,  some  sporadically  and  some  full-time.  It  comes  to 
about  four  or  five  FTEs  per  year.  That  is  going  to  diminish. 

Three  of  our  people  who  have  been  with  the  banking  agencies, 
FDIC,  Comptroller  of  the  Currency,  probably  will  no  longer  be 
working  for  them  as  of  next  fiscal  year,  because  they  are  hiring 
their  own  judges. 

In  fact,  they  just  put  out  an  announcement  requesting  applica- 
tions by  May  9th  for  filling  two  positions. 

Mr.  Early.  Will  they  pay  the  same  price  you  pay? 

Judge  Welles.  They  are  trying  to  get  a  higher  rate  for  their 
judges. 

Mr.  Early.  Does  the  Board  have  more  judges  than  it  needs? 
Judge  Welles.  In  one  sense,  yes. 
Mr.  Early.  If  you  can  loan  them  out. 

Judge  Welles.  That  is  correct.  On  the  other  hand,  our  backlog 
has  been  increasing,  and  our  time  lag  has  been  increasing  as  a 
result  of  the  loan-out.  The  loan-out  has  been  necessary  because  of 
the  stringent  budget  we  are  operating  under. 

We  could  do  with  less  judges  and  still  be  efficient.  With  the  cur- 
rent number  of  judges,  we  could  reduce  our  backlog  and  reduce  the 
time  lag  between  hearing  and  judge's  decision  with  the  current 
judges. 

It  really  isn't  too  many  if  you  want  us  to  be  current,  if  you  want 
us  to  be  efficient. 
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Mr.  Early.  We  want  you  to  be  current.  As  far  as — even  the  sta- 
tistics that  Mr.  Stephens  stated  were  sort  of  impressive  on  some 
things.  Why  should  we  be  loaning  any  judges  if  we  still  have  a 
backlog? 

HEADQUARTERS  RELOCATION 

Tell  the  committee,  why  are  you  relocating  the  Washington 
office,  and  when  will  the  move  occur? 

Mr.  Stephens.  We  are  leasing  the  building  through  GSA.  GSA 
requires,  as  a  condition  of  renewing  the  lease,  there  be  a  sprinkler 
system  in  place.  The  building  we  are  in,  which  we  have  been  in 
since  1960,  doesn't  have  a  sprinkler  system.  It  also  has  asbestos  in 
it. 

And  to  retrofit  the  building  would  require  sealing  off  the  build- 
ing if  we  were  to  try  and  stay  in  the  building  and  do  it  in  phases.  I 
think  everybody  concluded  the  most  efficient  thing  to  do  would  be 
to  relocate  to  a  different  building. 

Our  lease  is  up  next  March.  We  do  have  a  six-month  option  on 
the  building  we  are  in,  which  I  suspect  we  will  probably  avail  our- 
selves of,  because  we  are  now  in  the  process  of  getting  solicitations 
out,  and  we  think  by  the  time  the  whole  bidding  process  is  done 
and  the  move  begins  in  phases,  it  will  probably  go  to  the  end  of 
1992  before  we  are  relocated. 

Mr.  Early.  Will  you  make  sure  you  don't  move  into  a  building 
with  asbestos? 

Mr.  Stephens.  Yes.  I  think  that  is  going  to  be  one  of  the  items  in 
the  solicitation. 

Mr.  Early.  We  have  a  few  other  questions.  We  will  put  them 
into  the  record. 
Mr.  Stephens.  Thank  you. 

[Questions  and  answers  for  the  record  and  the  justifications 
follow:] 
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QUESTIONS  SUBMITTED  BY  THE  SUBCOMMITTEE 

FIVE-YEAR  OBLIGATIONS 

Mr.  Natcher:    Provide  a  five-year  table  on  obligation 
by  object  class. 

Mr.  Hunter:    The  requested  information  is  provided 
below. 


Five  Year  Table  of  Obligations  by  object  Class 


1986 

1987 

1988 

1989 

1990 

11  Compensation 

$90,822 

$89,149 

$90,999 

$92,720 

$95,234 

12  Benefits 

10.964 

12,084 

12,885 

14f758 

15.461 

Subtotal 

$101,796 

$101,233 

$103,884 

$107,478 

$110,695 

21  Travel 

3,167 

3, 336 

2, 936 

3,771 

3, 156 

22  Transportation 

of  Things 

108 

281 

130 

201 

129 

23  Rental  Payments 

to  GSA 

12,714 

12,950 

14,607 

14,186 

14,736 

23  Communication, 

Utilities 

5,550 

4,811 

4,435 

4, 757 

4,404 

24  Printing  &  Repro- 

duction 

235 

566 

266 

434 

309 

25  Other  Services 

3,864 

4,137 

4,121 

4,871 

4,298 

26  supplies  &  Materials  912 

1, 533 

1, 148 

648 

1, 196 

31  Equipment 

547 

1,818 

719 

457 

888 

42  Insurance  Claims 

&  Indemnities 

139 

166 

140 

128 

232 

subtotal 

$  27.236 

$  29.598 

$  28.502 

$  29,453 

$  29,348 

TOTAL 

$129,022 

$.130,831 

$132,386 

$136,931 

S140.043 

Reimbursable 

Obligations 

109 

187 

305 

326 

670 

TOTAL  OBLIGATIONS 

$129,131 

S131  018 

£132  691 

S137  257 

£140  713 

PTE 

2,349 

2,256 

2,271 

2,273 

2,227 

TOTAL  CASE  INTAKE 

42,322 

39,639 

39,351 

40,878 

41,830 

INCLUDED  ABOVE: 

TRAINING: 

Seminars 

90,632 

190,700 

0 

608,921 

186,696 

Tuition 

Reimbursements 

289,762 

222,740 

294.914 

329.274 

233.846 

Subtotal 

$390,394 

$413,440 

$294,914 

$938,195 

$420,542 

ADP 

1,069,695 

1,761,649 

1,533,510 

1,853,828 

1,538,388 

Reporting  Costs 

1,173,057 

1,237,479 

1,243,608 

1,362,525 

1,324,362 
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OVER-AGE  CASES 

Mr.  Natcher:  Define  "over-age"  and  provide  a  table 
on  the  number  of  over-age  cases  for  the  period  1988-1992. 

Mr.  Hunter:  A  case  is  overage  if  the  Region,  within 
45  days  of  the  date  the  charge  was  filed,  has  not 
investigated  the  charge  and  taken  one  of  five  actions: 
(1)  issued  a  dismissal  letter,  (2)  approved  a  withdrawal 
request,  (3)  issued  a  complaint  setting  the  matter  for 
hearing  before  an  Administrative  Law  Judge,  (4)  approved  a 
settlement  agreement,  or  (5)  deferred  the  charge  to  the 
parties7  grievance  arbitration  procedure. 

Fiscal  Year  Overage  Cases 

1988  463 

1989  529 

1990  949 

1991  est.  1,100 

1992  est.  1,300 

In  addition  to  the  foregoing,  there  are  other  areas 
of  casehandling  performance  which  are  measured  to  reflect 
the  timeliness  of  case  processing  such  as  compliance, 
elections,  and  reports  on  objections  and  challenges.  We 
are  also  developing  backlogs  in  these  areas  of  case 
processing.  However,  unfair  labor  practice  cases 
represent  the  great  majority  of  our  case  intake  and  the 
table  above  best  reflects  the  developing  backlog  this 
Agency  is  facing. 

TRIAL  CALENDAR 

Mr.  Natcher:  Provide  comparative  data  on  the  trial 
calendar  case  processing  for  the  period  1988-1992. 

Mr.  Hunter:  The  trial  calendar  is  extending  rapidly. 
Our  goal  is  to  go  to  hearing  within  60  days  of  the 
issuance  of  the  complaint  and  at  present  31  of  our  33 
Regions  are  not  meeting  that  goal.  In  fact,  ten  of  our 
Regions  are  now  scheduling  trials  between  six  and 
ten  months  after  the  complaint  issuance.  The  table  below 
shows  that  we  are  in  danger  of  losing  control  of  our  trial 
calendar. 

Number  of  Regions  of  Which 
Trials  Scheduled  More  Than  Six  Months 
After  Issuance  of  Complaint 
Year  Number  Qf  Regions 

1988  0 

1989  2 

1990  2 

1991  7 

1992  est.  14 

We  are  now  50  professionals  understaffed  in  the 
field.  Even  if  we  had  funds  to  fill  90  percent  of  these 
positions  with  attorneys,  we  would  not  be  able  to  reduce 
the  trial  calendar  during  Fiscal  Year  1992  much  below 
six  months  because  turnover  continues  and  new  attorneys 
have  to  be  trained  before  they  can  be  assigned  trial 
work. 

BACKLOGS 

Mr.  Natcher:  What  are  the  projected  backlogs  of 
Administrative  Law  Judge  and  Board  "C"  cases  at  the  end  of 
1989-1992? 
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Mr.     Stephens:    The  chart    below  shows  the  projected 
I     Board  and  ALJ  backlogs. 

ALJ 

Post  Hearing 
Pending  Trial  pending  Decision 

329 
321 
312 
330 
320 

BOARD 
Pending  Decision 
FY  1988  492 
FY  1989  342 
FY  1990  369 
FY  1991  (est)  320 
FY  1992  (est)  300 


FY 

1988 

1,023 

FY 

1989 

1,199 

FY 

1990 

1,305 

FY 

1991 

(est) 

1,325 

FY 

1992 

(est) 

1,350 

The  rise  in  cases  pending  trial  at  the  ALJ  level  is 
the  result  of  a  shortage  of  trial  attorneys  in  our 
Regional  Offices.  This  has  enabled  the  Administrative  Law 
Judges  to  remain  current  with  post  hearing  Judges 
Decisions. 

Mr.  Natcher:  Provide  a  graph  which  shows  case 
intakes  and  backlogs  for  1984  to  1992. 

Mr.  Hunter:  The  attached  intake  and  backlog  graph 
shows  that,  except  for  Fiscal  Years  1985,  1987  and  1988, 
when  intake  increases,  the  backlog  increases.  With 
respect  to  the  aberrations  in  these  three  years,  a 
significant  number  of  backlogged  cases  can  be  attributed 
to  individual  problems  in  four  Regions.  Thus,  these 
aberrations  were  not  indicative  of  a  national  problem. 


43-425   0—91  21 
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FISCAL  YEAR 

1984         1985         1986         1987         1988         1989         1990         1991  1992 


45,000  (I) 
1  ,  300  (B) 

44,500  (I) 
1  ,  200  (B) 

44,000  (I) 
1,100  (B) 

43,500  (I) 
1,000  (B) 

43,000    (I)  ' 
900  (B) 

\ 

/ 

/' 

/ 

42,500  (I) 

\ 

 7~ 

/ 

800  (B) 

42  ,  000  (I) 
700  (B) 

\ 

/ 

^,500  (I) 
600  (B) 

\ 

\ 

\ 

41  ,  000  (I) 
500  (B) 

X 

\ 

/ 

\ 

/  / 

40,500  (I) 
400  (B) 

\ 

/ 

40  ,  000  (I) 
300  (B) 

i        <  1 

\ 
\ 

/ 

39  ,  500  (1) 
200  (B) 

\ 
\ 

\ 

\ 

 f— 

39  ,  000    (I)  1 
100  (B) 

r 

\ 

/ 

 ULP   INTAKE  (I) 

  BACKLOG      (B)  1/ 


1/  A  case  is  backlogged  if  the  Region,  within  45  days  of  the  date  the  charge 
was  filed,   has  not  investigated  the  charge  and  taken  one  of  5  actions: 
(1)    issued  a  dismissal  letter,    (2)   approved  a  withdrawal  request,    (3)  issued 

— s  a  complaint  setting  the  matter  for  hearing  before  an  Administrative  Law 

Judge,  (4)  approved  a  settlement  agreement,  or  (5)  deferred  the  charge  to  the 
parties'   grievance  arbitration  procedure. 
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TRAINING 

Mr.    Natcher:     Provide  a  table  on  the  amount  budgeted 
for  training  for  the  period  1989  to  1992. 

Mr.  Hunter:     The  requested  information  is  provided. 
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ABSORPTION  OF  1991  PAY  RAISES 

Mr.  Natcher:  The  1991  appropriations  were  $3,642,000 
below  your  request  due  to  the  across-the-board  reduction 
in  the  Act.  What  was  the  total  amount  of  the  1991  pay 
raises  which  were  absorbed  in  1991? 

Mr.  Stephens:  The  NLRB  was  required  to  absorb  $5.8 
million  in  1991  pay  raises.  The  4.1%  General  Schedule  pay 
raise  was  $3.1  million;  Senior  Executive  Service  Pay 
Raise,  Executive  Level  was  $1.4  million  and  the 
Administrative  Law  Judges  and  Locality  Pay  was  $1.3 
million. 

Additionally,  the  NLRB  had  to  absorb  $1.6  million  for 
increased  space  costs,  $4  million  for  extra  day  costs, 
leased  telephone  lines  and  postage  $.2  million,  and 
approximately  $1.5  million  for  promotions  and  within 
grades. 

ADP  PLAN 

Mr  Natcher:  Provide  a  description  and  cost 
information  on  your  multi-year  ADP  plan. 

Mr.  Hunter:  Funds  are  required  to  begin  to 
significantly  improve  the  very  limited  office  automation 
resources  available  to  the  Agency's  Regional  Offices  and 
to  upgrade  certain  Headquarters  equipment  and  software. 
This  effort  is  intended  to  proceed  along  the  path  laid  out 
by  the  contractor-produced  ADP  study  completed  in  August 
1989.  The  initial  phase  of  the  implementation  will 
require  $10,227,000. 

The  plan  proposed  by  the  Agency  was  to  be  implemented 
over  a  three  to  five  year  period  at  a  total  cost  of 
$18,700,000.  The  cost  estimates  in  the  contractor's  1989 
study  address  Field  offices  only;  but  due  to  equipment 
cost  decreases  since  that  time,  it  is  estimated  that  the 
Headquarters  enhancements  can  be  accomplished  and 
increased  contractor  support  costs  can  be  absorbed  within 
that  amount.  The  annual  cost  of  the  Agency's  present 
base-level  ADP  program  will  continue  at  the  current  level 
of  about  $1,500,000. 

Implementation  of  the  full  multi-year  plan  will 
result  in  significantly  expanded  and  enhanced  local  area 
networks  in  each  Regional  Office  with  improved 
communication  capability  to  Headquarters  for 
administrative  purposes  and  for  functional  support  such  as 
on-line  research  and  document  sharing.  The  Agency's  ATEX 
publishing  system  and  other  administrative  systems  will  be 
upgraded.  Staff  will  receive  extensive  training.  This 
ADP  investment  will  generate  significant  improvements  in 
productivity  of  both  clericals  and  professionals  and,  as 
with  other  Agency  automation  efforts,  is  expected  to  pay 
for  itself  well  within  the  normal  five-year  life  cycle  of 
ADP  equipment. 

However,  the  Agency  will  be  unable  to  achieve 
automation  sufficiency  and  remedy  the  burdensome 
inefficiencies  that  the  lack  of  automation  imposes,  unless 
it  is  able  to  obtain  the  essential  funding  and  staff  to 
properly  administer  its  IRM  program.  Our  perference  would 
be  to  accomplish  this  first  phase  in  one  year.  However, 
initial  phase  can  be  divided,  if  necessary,  into  three 
implementation    periods,  with  the  balance  of  $8,500,000  to 
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be    funded  in  a  second  phase.    The  following  is  the  latest 
three-part    plan  for  addressing    the  start-up  phase    and  a 
projection  of  the  remaining  funds  that  will  be  necessary. 
Part  1  -  $4,000,000 

ACTION  -  Purchase  for  general  distribution  800  model 
386sx  PC  workstations  capable  of  handling  windows  and/or 
text  based  software,  replacing  400  pieces  of  obsolete 
hardware  and  increasing  the  number  of  PCs  available  by 
about  400.  Upgrade  all  Headquarters  file  servers  and 
judges  fileservers.  Upgrade  network-based  word  processing 
software  to  the  latest  version.  Replace  obsolete 
mainframe  disk  drives  and  printers.  Install  LANs  in  five 
Regional  Offices  selected  on  the  basis  of  staffing  and 
need.     Upgrade  the  Agency's  ATEX  system. 

COST  ESTIMATE  -  Hardware  $3,700,000;  Software 
$300,000. 

BENEFIT      -      Dramatically      boost      access      to  PC 
workstations     for  attorneys  and    administrative  personnel. 
Improve     staff    effectiveness  via    increased  access.  Gain 
vital  experience  for  later  full  automation  effort. 
Part  2  -  $4.000.000 

ACTION  -  Purchase  500  model  386sx  PC  workstations 
capable  of  handling  windows  and/or  text  based  software 
replacing  another  400  pieces  of  obsolete  hardware  and 
increasing  the  number  bf  PCs  available  by  100.  Install 
LANs  in  six  Regional  Offices.  Purchase  portable  PCs  for 
use  by  regional  investigators  and  attorneys.  Review 
Agency  word  processing  software  and  reaffirm  or  replace. 
Begin  regular  training. 

COST  ESTIMATE  -  Hardware  $2,500,000;  Software 
$750,000;  ADP  Training  $750,000. 

BENEFIT  -  Increase  further  PC  access  for  attorneys 
and  administrative  personnel.  Improve  Field  efficiency  to 
record  levels  through  increased  automation  including  the 
introduction  of  portable  PC  workstations.  Critically 
necessary  training  begins. 
Part  3  -  $2 , 227 , 000 

ACTION  -  Purchase  additional  PC  workstations  and 
portable  PCs  for  Regional  and  Headquarters  use.  Replace 
any  remaining  obsolete  hardware.  Install  three  regional 
LANs.  Fully  implement  electronic  mail,  research  and  other 
LAN  applications  for  fourteen  automated  offices.  Continue 
training.     This  expends  the  full  $10,227,000. 

COST  ESTIMATE  -  Hardware  $1,227,000;  Software 
$225,000;  ADP  Training  $775,000. 

BENEFIT  -  Further  increases  in  delivering  services  to 
the  public  in  the  automated  offices.  Agency  staff  in  the 
automated  offices  will  be  able  to  meet  all  internal 
program  support  requirements  on  a  timely  basis. 
Approximately  70  percent  of  Agency  staff  will  have  access 
to  a  PC,  although  not  all  offices  will  be  networked. 
Remainder  -  Approximately  $8,500,000 

ACTION  -  Purchase  additional  PC  workstations 
sufficient  to  reach  minimum  goal  of  no  less  than  80 
percent  PCs  to  staff.  Automate  the  remaining  nineteen 
offices  plus  resident  and  Sub-Regional  Offices.  Expand 
training  to  all  staff.    Begin  external  on-line  research. 
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BENEFIT  -  Dramatic  increases  in  productivity  and 
service  to  the  public  throughout  the  Agency.  Staff  is 
becoming  increasingly  well  trained. 

BOARD  MEMBERS 

Mr.  Natcher:  Provide  a  list  of  Board  Members  and 
term  expirations. 

Mr.     Stephens:     The  list  of  current  Board  Members  and 
dates  of  the  expiration  of  their  terms  are  provided 
below. 

James  M.  Stephens  -  Chairman  08-27-95 
Mary  M.  Cracraft  08-27-91 
John  N.  Raudabaugh  12-16-92 
Clifford  R.  Oviatt  08-27-93 
Dennis  M.  Devaney  12-16-94 
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NATIONAL  LABOR  RELATIONS  BOARD 
Salaries  and  Expenses 


For  expenses  necessary  for  the  National  Labor  Relations 
Board  to  carry  out  the  functions  vested  in  it  by  the  Labor- 
Management  Relations  Act,  1947,  as  amended  (29 
U.S.C. 141-167),  and  other  laws,  fS151, 103.000^  Provided.  $162,000,000 
that  no  part  of  this  appropriation  shall  be  available  to 
organize  or  assist  in  organizing  agricultural  laborers  or 
used  in  connection  with  investigations,  hearings, 
directives,  or  orders  concerning  bargaining  units  composed 
of  agricultural  laborers  as  referred  to  in  section  2(3)  of 
the  Act  of  July  5,  1935  (29  U.S.C.  152),  and  as  amended  by 
the  Labor-Management  Relations  Act,  1947,  as  amended,  and  as 
defined  in  section  3(f)  of  the  Act  of  June  25,  1938  (29 
U.S.C.  203),  and  including  in  said  definition  employees 
engaged  in  the  maintenance  and  operation  of  ditches,  canals, 
reservoirs,  and  waterways  when  maintained  or  operated  on  a 
mutual,  nonprofit  basis  and  at  least  95  per  centum  of  the 
water  stored  or  supplied  thereby  is  used  for  farming 
purposes . 

(Departments    of    Labor,    Health    and    Human    Services,  and 
Education,  and  Related  Agencies  Appropriations  Act,  1991.) 
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NATIONAL  LABOR  RELATIONS  BOARD 
Amounts  Available  for  Obligation 
(in  thousands  of  dollars) 


Appropriation , 


Portions  not  Available 
Pursuant  to  P.L.  101-517 


Total  Obligations, 


1991  1992 

151,103  162,000 

-3,642 

147,461  162,000 


Obligations  by  Activities 
(in  thousands  of  dollars) 


Field  Investigation. 

Administrative  Law 
Judge  Hearing 


Board  Adjudication. 


Securing  Compliance 
with  Board  Orders. 

Reimbursable  Program. 

Total  Obligations 


Offsetting  Collections 
from  Federal  Funds. 


FY  1991 


FY  1992 


DIFFERENCE 


-600 


FTE  AMOUNT  FJEE  AMOUNT  FTE 

1,416  95,112  1,442  105,597      +26  10,485 

302  20,334  303  22,116        +1  1,782 

229  15,337  211  15,236      -18  -101 

248  16,678  260  19,051      +12  2,373 


™  600 


2,195    148,061    2,216    162,000      +21  15,139 


-600 


Appropriation  (Adjusted)  2,195    147,461    2,216    162,000      +21  14,539 

Portions  Not  Available 
Pursuant  to 

P.L.  101-517   = 


  —       3,642       —   ±=.     ™  -3,642 

Appropriation   2,195*    151,103    2,216    162,000      +21  10,897 


*    As  we  continue  to  monitor  our  ability  to  finance  staffing  thru 
FY  1991  we  may  find  that  we  are  unable  to  fund  FTE  at  the 
estimated  level. 
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NATIONAL  LABOR  RELATIONS  BOARD 
Obligations  by  Object 


FY  1991 
ESTIMATE 


FY  1992 
REQUEST 


INCREASE 
DECREASE 


Compensable  Workyearst 
Full-time  Equivalent 
Employment  , 

Full-time  Equivalent  of  Overtime 
and  Holiday  Hours  , 


2,195 


2,216 


+21 


5 

5 

0 

97,194 

107,003 

9,809 

2,156 

2,355 

199 

900 

950 

50 

145 

150 

5 

100,395 

110,458 

10,063 

18,336 

19,346 

1,010 

2,532 

2,700 

168 

119 

124 

5 

3,717 

3,900 

183 

16,311 

19,211 

2,900 

410 

410 

0 

. .  2,732 

2,852 

120 

1,345 

1,404 

59 

1,019 

1,050 

31 

405 

405 

0 

140 

140 

0 

147,461 

162,000 

14,539 

Personnel  Compensation! 

Permanent  Positions  

Positions  other  than 
Full-time  Permanent  

Other  Personnel  Compensation. 

Special  Personal  Service 
Payments  

Subtotal,  Personnel 


Personnel  Benefits  

Travel  and  Transportation 
of  Persons  

Transportation  of  Things . . . 

Rent,  Communications  & 
Utilities  

Standard  Level  User  Charge 
(Rental  payments  to  GSA) . 

Printing  and  Reproduction. . 


Reporting  Contract  

Supplies  and  Materials . . 

Furniture  and  Equipment. 

Insurance  Claims  6 

Indemnities  


1/  Includes  amounts  for  consulting  services  of  $175,000  in  1991 
and  $450,000  for  1992.     In  1990  $2,000  was  spent  for 
consulting  services. 
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NATIONAL  LABOR  RELATIONS  BOARD 
Summary  of  Changes 
(in  thousands  of  dollars) 


1991  appropriation 


151,103 


1991  estimated  obligations  (Reduced  by 
P.L.  101-517) 

1992  estimated  obligations 

Net  Change 


147,461 
162,000 
14,539 


INCREASES l 
A.  Built-in 


Annualization  of  1991 

recruitment  and  related 

expenses 
Annualization  of  promotion 

and  within-grade  increases 

from  1991 
Cost  of  promotions  and 

within-grade  increases 

in  1992 
Extra  Day  Cost 
Annualization  of  1991  Pay 

Increases 
1992  Pay  Increase 
Space  Rent 
Federal  Employees 

Compensation 


BASE 


(SQQQ) 


Subtotal,  Built-in  Increases   

b.   Deferred  and/or  Cancelled  from 

1991 

There  are  no  deferred  or  cancelled 
operations  for  1991  that  are 
funded  in  1992. 

C.     Increased  Case  Diapositions 

1.  Recruitment  Salaries  and 

Related  Expenses  139,492 

2.  Reporting  1,330 

3 .  Communications  3.717 

Subtotal,  Increased  Dispositions  144.539 


CHANGE  FROM  BASE 
(SQQQ) 


300 


1,300 
900 

2,200 
4,000 
2,900 

 151 

11.751 


2,300 
41 


2.524 
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NATIONAL  LABOR  RELATIONS  BOARD 
Summary  of  Changes  (cont'd) 
(in  thousands  of  dollars) 


 BASE   CHANGE  FROM  BASE 

(SQQP)  (S000) 

D.  Other 


1.  Awards  Program 

2.  Computer  Program 

3.  Health  Programs 

4.  Transfer  Program 

Subtotal,  Other  Increases 

700 
1,485 
245 
492 

50 
147 
25 
42 

2,922 

264 

Total ,  Increases 

147,461 

14 

,539 

Net  Change 

147,461 

14 

,539 
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Page  1  of  2  Pages 

NATIONAL  LABOR  RELATIONS  BOARD 


YEAR 

ESTIMATE 
to  CONGRESS 

Appropriation  History 

HOUSE  SENATE 
ALLOWANCE  ALLOWANCE 

APPROPRIATION 
or  CONTINUING 
AUTHORIZATION 

1963 

$21,029,000 

$21,029,000 

$21,029,000 

$21,029,000 

1964 

23,060,000 

22,060,000 

22,560,000 

22,460,000 

1965 

26,407,500 

25,157,500 

26,407,500 

26,157,500 

1966 

28,713,100 

28,713,100 

28,713,100 

28,713,100 

1967 

31,030,000 

31,030,000 

31,030,000 

31,030,000 

1968 

32,288,000 

32,288,000 

32,288,000 

32,288,000 

1969 

35,474,000 

35,474,000 

35,474,000 

35,474,000 

1970 

39,038,950 

39,038,950 

39,038,950 

39,038,950 

1971 

40,327,000 

41,827,000 

41,827,000 

41,827,000 

1972 

48,468,000 

48,468,000 

48,468,000 

48,468,000 

1973 

50,456,000 

50,456,000 

50,456,000 

50,456,000 

1974 

56,057,000 

56,057,000 

56,057,000 

56,057,000 

1975 

63,089,000 

62,669,000 

62,669,000 

62,669,000 

1976 

70,330,000 

69,292,000 

69,902,000 

69,597,000 

T.Q. 

17,799,000 

17,517,000 

17,670,000 

17,593,000 

1977 

81,336,000 

80,908,000 

81,336,000 

80,908,000 

1978 

92,508,000 

92,508,000 

92,508,000 

92,508,000 

1979 

103,012,000 

102,762,000 

102,762,000 

102,762,000 

1980 

113,873,000 

112,261,000  1/ 

112,261,000  1/ 

112,261,000  1/ 

1981 

119,548,000 

119,548,000 

119,548,000 

118,488,000  2/ 

1982 

128,336,000 

125,959,000 

120,000,000 

117,600,000  1/ 

1983 

133,000,000 

126,045,000 

126,045,000 

126,045,000 

1984 

134,158,000 

133,594,000 

134,158,000 

133,594,000  1/ 

1985 

137,964,000  5_/ 

137,964,000 

137,964,000 

137,964,000 

i~7    Net  $356,000  rescinded  (by  P.L.  96-304)  for  purchase  of  furniture. 
/    Rescission  of  $1,060,000  by  P.L.  97-12; 
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Page  2  of  2  Pages 

NATIONAL  LABOR  RELATIONS  BOARD 
Appropriation  History  (Cont'd) 

APPROPRIATION 


YEAR 

ESTIMATE 
to  CONGRESS 

HOUSE 
ALLPWANCF 

SENATE 
ALLOWANCE 

or  CONTINUING 
AUTHORIZATION 

1986 

130,895,000  6_/ 

134,854,000 

134,854,000 

129,055,000  1/ 

1987 

130,865,000 

132,247,000 

132,247,000 

132,247,000 

1988 

141,580,000 

139,019,000 

139,019,000 

133,097,000  fl/ 

1989 

138,647,000 

138,647,000 

138,647,000 

136,983,000  9_/ 

1990 

140,111,000 

140,111,000 

140,111,000 

140,111,000 

1991 

151,103,000 

151,103,000 

140,111,000 

151,103,000  W 

1992 

162,000,000 

37 Total  amount  available  under  Continuing  Resolutions  for  FY  1982. 
4/    Amount  authorized  under  P.L.  98-139. 

5/    A  rescission  of  $1,070,000  was  submitted  but  not  enacted. 

1/    Amount  included  53.959,000  for  5%  Federal  employee  pay  reduction. 

7/    Reflects  $5,799,000  reduction  pursuant  to  P.L.  99-177. 

1/    This  amount  was  subsequently  reduced  by  $641,000  for  an 

across-the-board  appropriation  travel  reduction. 
£/    An  amendment  to  the  Appropriation  Bill  (P.L.  100-436)  reduced  all 

discretionary  programs  by  1.2%. 
10./  An  amendment  to  the  Appropriation  Bill  (P.L.  101-517)  reduced  all 

discretionary  programs  by  2.41%;  therefore,  FY  1991  available 

funding  is  $147,461,000. 
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NARRATIVE  JUSTIFICATION 
OF 

APPROPRIATION  ESTIMATES 
Fiscal  Tear  1992 

"Salaries  and  Expenses, 
National  Labor  Relations  Board' 


APPROPRIATION  REQUEST  FOR  1992 

The  National  Labor  Relations  Board  (NLRB)  requests  an 
appropriation  of  $162,000,000  for  Fiscal  Year  1992,  an 
increase  of  $14,539,000  over  the  Fiscal  Year  1991  level.  The 
funds  are  requested  to  enable  the  NLRB  to  process  the 
majority  of  the  unfair  labor  practice  and  representation 
cases  which  are  expected  to  be  filed  with  the  Agency  in  the 
coming  year. 

A  comparison  of  the  Fiscal  Year  1991  and  the  Fiscal  Year 
1992  appropriation  request  follows. 


1991 

President's  Budget 
£2£  Amount 

Personnel  Compen- 
sation and 

benefits  2,195  118,731,000 

Other  expenses 

TOTAL  2,195  147,461,000 


Increase 

or 

1992  Request    Decrease  

PTE  Amount     PTE  Amount 


2,216    129,804,000  +21  +11,073,000 

 =     32,196,PPO  —  +3i466,PP0 

2,216    162,000,000  +21  +14,539,000 


™  28,7?0fPQ0 


The  Fiscal  Year  1992  budget  request  before  the  Congress 
represents  the  thorough  assessment  of  the  funding 
requirements  of  the  NLRB.  In  1992,  the  Agency  has  forecast  a 
modest  workload  increase  of  1.8  percent  over  1991,  an 
increase  that  would  result  in  an  intake  of  43,359  cases. 

Although  a  small  portion  of  the  requested  funding 
increase  (about  $2.8  million)  is  required  to  accommodate  the 
projected  workload  increase,  most  of  the  increased  cost 
($11.7  million)  is  required  to  fund  mandatory  government -wide 
pay  adjustments  and  increases  in  space  rental  associated  with 
the  current  level  of  operations.  If  approved,  the  budget 
request  before  the  Congress  will  permit  the  NLRB  to  operate 
effectively. 
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INTRODUCTION  -  MISSION  OF  THE  NLRB 

The  National  Labor  Relations  Board  was  created  fifty-six 
years  ago  with  the  mandate  to  facilitate  the  prompt 
resolution  of  labor  disputes  and  "...eliminate  the  causes  of 
certain  substantial  obstructions  to  the  free  flow  of 
commerce . " 

The  mission  of  the  National  Labor  Relations  Board  is  to 
promote  industrial  peace  by  resolving  labor  disputes  through 
the  enforcement  of  the  National  Labor  Relations  Act.  This 
Agency's  efficient  and  effective  administration  of  the 
various  provisions  of  the  Act  has  been  of  economic  benefit  to 
the  nation.  The  President's  requested  appropriation  for  the 
NLRB  for  Fiscal  Year  1992  provides  the  minimum  funding 
necessary  to  process  the  anticipated  workload. 

With  the  support  of  the  Congress  over  the  years,  the 
NLRB  has  successfully  executed  its  mission.  By  promptly 
resolving  the  thousands  of  labor  disputes  voluntarily  brought 
to  the  Agency  each  year,  the  NLRB  has  contributed  to  the 
stabilization  of  the  economy  and  the  restoration  of  favorable 
relations  between  labor  and  management,  the  value  of  which 
has  far  exceeded  the  operating  and  administrative  costs 
incurred  in  the  processing  of  cases. 


NLRB  WORKLOAD  AHP  RESOURCES 

Overview  of  Cage  Intake' 

The  NLRB  initiates  none  of  its  caseload.  The  case 
handling  system  begins  with  the  receipt  by  Regional  Offices 
of  representation  petitions  and  unfair  labor  practice  charges 
filed  by  employers,  labor  unions,  and  individuals  throughout 
the  country. 

The  Agency  has  a  highly  successful  Information  Officer 
Program  which  provides  members  of  the  public  with  information 
and  assistance  on  issues  which  they  bring  before  the  Agency. 
Through  the  discouragement  of  the  filing  of  non-meritorious 
charges,  the  program  has  substantially  reduced  such  filings. 
This  success  is  demonstrated  by  the  fact  that  of  218,873 
inquiries  received  in  FY  1990,  only  11,408  resulted  in  formal 
filings.  It  should  be  emphasized,  however,  that  the  Agency 
refuses  no  charges  or  petitions  and  those  that  are  received 
are  processed  accordingly. 

The  current  acceptance  rate  of  charges  processed  through 
the  Information  Officer  Program  is  about  5  percent,  which 
represents  a  gradual  reduction  from  9.2  percent  when  the 
program  was  introduced  in  1980.  The  program  has  saved  the 
Agency  and  the  American  taxpayer  millions  of  dollars. 
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HISTORICAL  RECORD  OF  ACCOMPLISHMENTS 

The  performance  record  of  the  NLRB  has  been  one  of 
demonstrated  high  quality,  dependability,  and  productivity. 
The  Agency's  primary  objective  is  to  serve  the  public 
promptly  and  fairly.  In  the  overwhelming  majority  of  cases, 
this  objective  has  been  achieved. 

Timeliness  of  Cases t 

Upon  the  thorough  investigation  by  the  NLRB  Regional 
Offices,  approximately  one-third  of  all  charges  alleging 
unfair  labor  practices  are  determined  to  have  merit.  These 
merit  determination  investigations  are  typically  completed 
within  30  days.  If  settlement  of  these  meritorious  cases 
cannot  be  achieved,  the  Agency's  goal  is  to  issue  an  unfair 
labor  practice  (ULP)  complaint  in  a  median  of  45  days  from 
the  filing  of  the  charge.  Thus,  in  an  average  of  just  over 
six  weeks,  the  NLRB  objective  is  to  docket,  investigate,  and 
determine,  from  among  thousands  of  case  filings,  those  cases 
that  warrant  further  proceedings  and  those  that  do  not.  Such 
an  accomplishment  reflects  sound  management,  professionalism, 
effective  training,  hard  work,  and  dedication. 

The  timeliness  of  service  does  not  stop  at  this  informal 
case  processing.  Timeliness  is  also  reviewed  in  the  formal 
litigation  of  cases,  beginning  with  hearings  before 
Administrative  Law  Judges. 

The  Agency  has  further  succeeded  in  reducing  the  time 
required  prior  to  a  hearing  before  an  Administrative  Law 
Judge  from  approximately  11  months  in  1990  to  less  than  three 
months  in  a  majority  of  the  Regional  Offices.  Such  earlier 
trial  dates  substantially  enhance  the  probability  of  reaching 
settlement  and  reduce  the  number  of  cases  that  must  reach  the 
level  of  the  Board  for  decision. 

The  NLRB  conducts  thousands  of  representation  elections 
each  year.  The  elections  are  held  at  a  median  of 
approximately  48  days  from  the  dates  petitions  are  filed. 
Those  election  cases  appealed  to  the  Board  and  requests  for 
review  in  election  cases  are  presently  processed  in 
approximately  14  days. 

Settlement  Rates t 

Historically,  the  Agency's  settlement  rate  has  ranged 
from  83  to  86  percent.  During  the  past  eight  years,  however, 
the  settlement  rate  in  unfair  labor  practice  cases  has 
climbed  to  between  91  and  93.1  percent.  This  rate,  in 
conjunction  with  a  lower  intake  of  new  cases,  has  permitted 
the  Agency  to  maintain  a  reduced  level  of  staffing  from  prior 
years  when  settlement  rates  were  lower.    The  Agency's  budget, 
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therefore,  has  been  built  on  a  higher  productivity  rate, 
substantially  reducing  the  costs  associated  with  the 
litigation  of  cases.  The  settlement  rate  greatly  influences 
the  adequacy  of  our  resources  to  process  all  of  the  cases 
that  are  received.  The  budget  for  Fiscal  Years  1991  and  1992 
is  based  on  a  settlement  rate  of  90  percent  and  a  great  deal 
of  effort  will  be  expended  to  meet  this  objective. 

Not  all  of  the  factors  influencing  the  settlement  rate 
are  within  the  Agency's  control  and  these  factors  may  cause 
the  percentage  of  cases  which  settle  to  decrease  at  any  time. 
To  avoid  downward  trends  as  far  as  possible,  diligent  efforts 
are  made  to  secure  settlement  in  every  case.  Should 
settlement  not  be  secured  at  the  Regional  Office  level  in 
spite  of  these  efforts,  the  Agency's  Administrative  Law 
Judges  continue  the  pursuit  of  settlement  with  the  parties. 
The  settlement  efforts  at  the  Regional  office  level  are 
supported  by  every  level  of  management  and  their 
effectiveness  in  this  regard  is  considered  in  the  performance 
evaluations  of  managers  and  supervisors. 

It  is  estimated  that  each  one  percent  increase  in  the 
number  of  settlements  results  in  over  one  million  dollars  of 
savings  to  taxpayers.  These  savings  result  from  the 
significant  reduction  in  the  number  of  cases  that  would 
otherwise  be  litigated  within  the  Agency  and  perhaps 
ultimately  through  the  U.S.  Court  of  Appeals  and, 
potentially,  the  Supreme  Court.  Since  formal  litigation  may 
extend  into  subsequent  fiscal  years,  a  relatively  small 
percentage  of  the  eventual  cost  impact  may  be  seen  in  the 
first  year  of  a  settlement  rate  change  in  either  direction. 
To  measure  the  eventual  savings  or  costs  from  an  unexpected 
change  in  the  settlement  rate  one  would  have  to  take  into 
account  the  variable  elapsed  time  consumed  by  the 
Administrative  Law  Judges  hearings  and  decisions,  the  review 
by  the  Board,  and  when  required,  court  enforcement 
litigation.  Since  the  Agency  has  sustained  a  high  settlement 
rate  over  several  years,  however,  the  effect  on  the  budgets 
for  Fiscal  Years  1991  and  1992  clearly  has  been  to  avoid  by 
several  millions  of  dollars  the  funding  that  would  otherwise 
have  been  needed  for  the  litigation  of  unfair  labor  practice 
cases.  There  have  been  attendant  savings  to  the  parties 
involved  as  well.  Such  consistently  high  settlement  rates 
assure  the  prompt  resolution  of  the  majority  of  labor 
disputes  and  aids  in  the  reduction  of  the  backlog  of  cases 
awaiting  Board  decision. 


SCOPE  ANP  COMPLEXITY  BE  CASES 

In  recent  years,  the  NLRB  has  expended  considerably  more 
resources  on  the  growing  number  of  compliance  cases. 
Compliance  cases  may  range  from  compliance  with  informal 
settlement    agreements    to    compliance  with    Board    orders  or 
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court  judgements.  Many  cases  involve  very  complex  legal 
issues  and  often  develop  into  additional  proceedings  such  as 
contempt  hearings  or  bankruptcy.  Often  a  large  number  of 
discriminatees  and  considerable  amounts  of  backpay  are  at 
issue,  requiring  extensive  effort  in  the  location  of 
discriminatees  and  the  calculation  of  backpay. 

There  are  also  an  increasing  number  of  compliance  cases 
that  cross  Regional  Office  boundaries  and  require  a  great 
deal  of  inter-region  coordination  and  cooperation  and  call 
for  the  significant  commitment  of  additional  resources.  In 
most  instances,  these  multi-regional  cases  escalate  to  formal 
proceedings  for  resolution.  Such  an  example  is  the  Greyhound 
case,  which  gained  national  media  attention  last  year.  This 
case  will  go  to  trial  in  FY  1991  at  an  estimated  cost  to  the 
Agency  of  $100,000;  additional  costs  are  expected  to  extend 
into  Fiscal  Year  1992.  The  trial  is  estimated  to  last  nine 
months.  Another  example  is  that  of  the  Decker  Coal  Company 
case,  for  which  litigation  costs  are  estimated  at  $167,000. 

It  is  evident  that  these  large  and  multi-regional  cases 
requiring  the  expenditure  of  substantial  resources  are 
increasing.  Currently,  there  are  up  to  20  such  cases  being 
processed,  including  cases  such  as  Communications  Workers  of 
America  v.  Beck,  and  those  involving  the  Beverly  Enterprises, 
the  Pittston  Coal  Company,  Overnite  Transportation  Company, 
New  York  Daily  News,  Inc.,  American  Postal  Workers  Union, 
International  Paper  Company,  and  United  Parcel  Service.  (See 
Exhibit  E  for  further  details  on  these  multi-regional 
cases . ) 


FISCAL  YEAR  OPERATIONS 

A  total  of  41,830  charges  were  filed  in  Fiscal  Year 
1990.  A  decrease  in  representation  cases  was  more  than 
offset  by  a  six  percent  increase  in  unfair  labor  practice 
cases,  for  an  overall  increase  of  3.2  percent  over  the 
previous  year.  In  most  instances,  these  cases,  and  those 
processed  thus  far  this  year,  have  been  handled  within  the 
same  optimal  time  ranges  described  above.  The  Board  issued 
decisions  in  577  cases  in  1990,  a  significant  number  of  which 
reduced  the  backlog  of  those  that  were  the  oldest,  most 
difficult  pending.  The  Agency's  full-time  equivalent  (PTE) 
employment  for  Fiscal  Year  1990  was  2,227. 

During  Fiscal  Year  1990,  in  order  to  absorb  mandatory 
government -wide  pay  increases  and  rent  increases  within  the 
enacted  appropriation,  the  NLRB  was  forced  to  defer  already 
delayed  equipment  and  furniture  purchases,  cancel  all 
training  for  the  last  quarter  of  the  year,  freeze  hiring,  and 
reduce  full-time  equivalent  (FTE)  employment  by  about  45 
relative  to  the  Fiscal  Year  1989  level.  Funding  for  these  45 
FTE  was  not  restored  in  the  FY  1991  Appropriation. 
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1991  OPERATING  PLAN 

Fiscal  Year  1991  marks  the  second  consecutive  year  of 
severe  austerity  for  the  NLRB.  Although  the  1991  final 
appropriation  for  the  NLRB  contained  an  increase  of 
approximately  $7.4  million  over  the  1990  level,  cost 
increases  related  to  mandatory  government-wide  pay 
adjustments  and  rent  increases  in  1991  amounted  to  over  $9.6 
million.  The  1991  appropriation  was  approximately  $3.6 
million  below  the  President's  budget  request. 


Comparison  of  FY  1990  Actual  to  FY  1991  Operating  Plan 
(in  millions  of  dollars) 


AMOUNT 
$140.1 


1.0 

3.1 
1.4 

1.3 

1*1   

8,0 
148.1 
Other  Cost 

Mandatory  Rent  Increase  1.6 
Total  Cost  of  FY  90  Level  of  Service  149.7 


Reduction  from  FY  1990  Actual  (2.2) 


Appropriation  for  FY  1991  S147.5 


Again  in  1991,  in  order  to  operate  within  the  limits  of 
this  appropriation,  the  NLRB  has  placed  strict  controls  on 
discretionary  spending  on  systems  and  programs  that  support 
casehandling.  Thus,  NLRB  has  frozen  training  and  hiring, 
severely  reduced  necessary  program-related  travel,  and 
virtually  eliminated  the  purchase  of  furniture  and  equipment. 
During  1991,  this  Agency  will  be  forced  to  reduce  employment 
by  at  least  an  additional  32  FTE  from  the  1990  level.  We 
will  continue  to  review  our  ability  to  finance  staffing  thru 
the  balance  of  this  fiscal  year,  however,  we  may  be  unable  to 
fund  FTE  at  the  estimated  FY  1991  level.  As  a  result,  at  a 
time    when  the  Agency    is  attempting  to    process  the  backlog 


Fiscal  Year  1990 
Built-in  Changes* 

FY  1991  Cost  of  1990 

Governmentwide  Pay  Raise 

FY  1991  Cost  of  1991 

General  Schedule  Pay  Raise 
Senior  Executive  Service  Pay  Raise 
New  Pay  System  for  Administrative 

Law  Judges  and  Locality  Pay 
Salary  Advancements 
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that  developed  in  FY  1990,  this  Agency  is  experiencing  severe 
staffing  reductions  with  virtually  no  additional  ADP 
equipment  or  training  available  through  which  to  improve 
productivity.  Much  of  the  existing  ADP  equipment  is  becoming 
technologically  obsolete  and  uneconomical  to  repair. 

The  cost  of  personnel  compensation  and  benefits  accounts 
for  about  80  percent  of  the  total  NLRB  appropriation  and  the 
cost  of  rent  for  office  space  accounts  for  another  12 
percent.  If  case  intake  rises  faster  than  anticipated, 
almost  no  discretionary  expenses  exist  that  can  be  deferred 
in  order  to  finance  additional  staff. 

The  Agency's  discretionary  spending  is  at  the  lowest 
possible  level.  The  effect  of  the  mandated  cost  increases 
has  been  to  severely  restrict  non-personnel  expenditures  and 
force  a  contraction  of  over  78  FTE  between  1989  and  1991.  In 
FY  1992,  additional  staff  is  needed  to  minimize  backlogs  at 
the  Regional  Office  level  and  provide  for  the  prompt 
investigation  and  disposition  of  unfair  labor  practice 
charges . 


1992  BUDGET  REQUEST 

The  Fiscal  Year  1992  budget  request  of  $162,000,000  is 
austere.  It  proposes  full  funding  of  costs  associated  with 
1991  and  1992  government-wide  pay  increases,  normal  career 
ladder  and  within-grade  salary  advancements  outside  the 
control  of  management,  and  a  partial  restoration  of  FTE 
compared  to  the  1989  and  1990  levels.  This  request  reflects 
our  highest  immediate  priority,  that  of  restoring  the 
staffing  levels  needed  to  maintain  effective  casehandling 
operations.  If  our  request  for  1992  is  approved  and  staffing 
levels  can  be  restored,  we  will  direct  our  attention  in 
subsequent  Fiscal  Years  to  funding  improvements  in  ADP 
equipment  and  in  the  operating  environment  in  order  to 
maximize  productivity. 

Based  on  projections,  the  staffing  request  in  the  Fiscal 
Year  1992  budget,  which  has  been  determined  by  a  careful 
estimate  of  the  workload  created  as  typical  cases  move 
through  the  Agency's  case  processing  "pipeline,"  will  meet 
the  majority  of  the  Agency's  needs. 


MAJOR  AREAS  OF  CHANGE  IN  COST  FROM  1991  TO  1992 

The  following  components  comprise  the  significant 
overall  changes  in  cost  between  1991  and  1992.  The  overall 
cost  increase  estimated  for  1992  over  the  funding 
appropriated  for  1991  of  $14,539,000  consists  oft  (1) 
changes  that  are  "built-in"  and  (2)  changes  relating  to 
variations  in  case  intake  and/or  processing. 
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Comparison  FY  1991  Plan  to  FY  1992  Requeet 
(in  millions  of  dollars) 


AMOUNT 

Fiscal  Year  1991  $147.5 
Built-in  Changes 

FY  1992  Cost  Pf  1991* 

General  Schedule  Pay  Raise  1.1 
Senior  Executive  Pay  Raise  .5 

Annual izat ion  of  Salary  Advancements  1.2 
New  Pay  System  for  Administrative  Law 

Judges  and  Locality  Pay  .6  3.4 

FY  92  Cost  of  FY  91 I 

1992  Salary  Advancement  1.3 
Governmentwide  Pay  Raise  4.0  5.3 


Other  Cost i 

Mandatory  Rent  Increase  2.9 
Fed.  Employee  Compensation  Act  0.1 


156.2 


3.0 
159.2 


variations  in  Case  Intake t 
Additional  PTE  2.3 
Other  Expenses  0.5   

2  •  9 

Total  Request  for  1992  S162.0 


Built-in  Changes» 

These  are  caused  by  the  extension  of  an  activity  from 
one  year  to  the  next.  For  example,  for  1992,  cost  increases 
have  been  built-in  to  pay  for  the  annual izat ion  of  1991 
salaries,  promotions,  and  within-grade  increases.  Also, 
Federal  Employee  Compensation  Act  charges  and  a  significant 
increase  in  space  rent  due  to  the  GSA-mandated  relocation  of 
NLRB  Headquarters  fall  within  this  category. 

Variations  in  Case  Intake i 

The  additional  case  intake  forecasted  for  Fiscal  Year 
1992  will  result  in  increased  case  handling  costs  such  as 
travel,  court  reporting,  legal  reference  and  research 
materials,  witness  fees,  telecommunications,  postage,  and 
supplies . 
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CONCLUSION 

This  Agency  is  committed  to  provide  the  most  responsive 
service  to  the  public  which  is  possible,  consistent  with 
sound  judgement  and  financial  responsibility.  The  highest 
settlement  rate  achievable  remains  a  primary  objective. 
However,  we  anticipate  that  the  number  of  contested  cases  in 
Fiscal  Year  1992  will  result  in  over  600  Administrative  Law 
Judge  decisions  and  800  Board  decisions  and  that  the  number 
of  contested  cases  at  the  compliance  stage  will  not  diminish. 

The  critical  role  of  the  National  Labor  Relations  Board 
in  contributing  to  economic  stability  and  facilitating  the 
unimpeded  flow  of  commerce  is  the  basis  for  the  request  for 
operating  resources  before  the  Congress.  The  Agency's 
recognized  effectiveness  in  this  regard  clearly  indicates 
that  the  high  degree  of  public  trust  afforded  the  Agency 
during  the  past  half  century  has  not  been  misplaced.  The 
President's  budget  for  Fiscal  Tear  1992  will  enable  the  NLRB 
to  fulfill  its  responsibilities  in  the  spirit  of  its  past  and 
current  dedication  and  commitment. 

The  National  Labor  Relations  Board  respectfully  requests 
favorable  Congressional  consideration  of  its  Fiscal  Year  1992 
budget  request. 
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DISPOSITION  PATTERN  FDR  UNFAIR  LABDR  PRACTICE  CASES 
(Based  on  Cases  Closed) 
FISCAL  YEAR  1990  (ESTIMATES) 
Compared  with  Fiscal  Year  1989 


tFY  89> 

\J    CONTESTED  CASES  REACHING  BDARD  MEMBERS  FDR  DECISIONS 
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DISPOSITION  PATTERN  FOR  MERITORIOUS 
UNFAIR  LABOR  PRACTICE  CASES 

(Based  on  Cases  Closed) 
FISCAL  YEAR  1990  (ESTIMATES) 
Compared  with  Fiscal  Year  1989 


\J      Following  Adninistrativs  Law  Juige  Decision  stipulated 
record  or  sunnary  judgncnt  rultn,j. 

2  /      Conpllance  with  Administrative  Law  JuJge  Decision, 
— '       stipulated  record  or  sumnary  jud^/tent  ruling. 
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DISPDSITinN  PATTERN  FOR  REPRESENTATION  CASES 

(Based  on  Cases  Closed) 
FISCAL  YEAR  1990  (ESTIMATES) 
Conpared  with  Fiscal  Year  1989 


JL/ These  casts  also  counted  under  Regional  Director  Decisions. 
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TABLE  A 

Comparison  of  Recant  Cumm  intaka  Experience 

with  Budget  BitAaitM  ter.  Eiisal  Ytart  1971  thru.  1992 


Unfair  Labor  Practical  Representation 
 CftlCI          Bituationa  gajaj  4/ 


A* 

Budget  Batimataa  for  Piacal  Year 

1971 

1.    Aa  eatimated  in  1971  Budgat 

20,500 

17,480 

12,950 

2,    Aa  aatimatad  in  1972  Budgat 

22 , 620 

19,475 

12 , 670 

3.    Actual  intaka 

23,770 

20,634 

13,442 

B. 

Budgat  Batimataa  for  Piacal  Yaar 

1972 

1.    Aa  aatimatad  in  1972  Budgat 

24,320 

20,940 

13,300 

2.    Aa  aatimatad  in  1973  Budgat 

26,150 

22,700 

14,310 

3.    Actual  intaka 

26,852 

23,655 

14,187 

C. 

Budgat  Batimataa  for  Piacal  Yaar 

1973 

1.    Aa  aatimatad  in  1973  Budgat 

28,165 

24,448 

15,125 

2.    Aa  aatimatad  in  1974  Budgat 

28,920 

25,480 

14,990 

3.    Actual  intaka 

26,487 

23,560 

14,590 

D. 

Budgat  Batimataa  for  Piacal  Yaar 

1974 

1.    Aa  aatimatad  in  1974  Budgat 

32,100 

28,280 

15,940 

2.    Aa  aatimatad  in  1975  Budgat 

29,405 

26,155 

15,465 

3.    Actual  intaka 

27,726 

24,851 

14,647 

B. 

Budgat  Batimataa  for  Piacal  Yaar 

1975 

1.    Aa  aatimatad  in  1975  Budgat 

29,405 

26,155 

16,395 

2.    Aa  aatimatad  in  1976  Budgat 

30,215 

27,075 

16,355 

3.    Actual  intaka  fe/ 

31,253 

28,142 

13,670 

P. 

Budgat  Batimataa  for  Piacal  Yaar 

1976 

1.    Aa  aatimatad  in  1976  Budgat 

32,045 

28,715 

17,195 

2.    Aa  aatimatad  in  1977  Budgat 

33,615 

30,255 

15,195 

3.    Actual  intaka 

34,509 

31,004 

14,826 

0. 

Budgat  Batimataa  for  Traneition  Quarter 

1.    Aa  aatimatad  in  1977  Budgat 

8,895 

8,005 

4,300 

2.    Actual  intaka 

9,200 

8,093 

3,811 

B. 

Budgat  Batimataa  for  Piacal  Yaar 

1977 

1.    Aa  aatimatad  in  1977  Budgat 

36,510 

32,860 

15,135 

2.    Aa  aatimatad  in  1978  Budgat 

37,785 

33,945 

15,840 

3.    Actual  intaka 

37,828 

33,557 

15,115 

I. 

Budgat  Batimataa  for  Piacal  Yaar  1978 

1.    Aa  aatimatad  in  1978  Budgat 

40,890 

36,740 

16,990 

2.    Aa  aatimatad  in  1979  Budgat 

39,867 

35,563 

17,072 

3.    Actual  intaka 

39,652 

35,141 

13,609 

J. 

Budgat  Batimataa  for  Piacal  Yaar  1979 

1.    Aa  aatimatad  in  1979  Budgat 

42,882 

38,167 

18,131 

2.    Aa  aatimatad  in  1980  Budgat 

43,300 

38,372 

14,929 

3.    Actual  intaka 

41,259 

37,497 

13,648 

X. 

Budgat  Batimataa  for  Piacal  Yaar 

1980 

1.    Aa  aatimatad  in  1980  Budgat 

46,244 

40,981 

15,780 

2.    Aa  aatimatad  in  1981  Budgat 

44,739 

40,133 

14,672 

3.    Actual  intaka 

44,063 

40,061 

13,318 

Includaa  union  decertification  (UD),  ami 

indment  of 

certification 

(AC),  and 

b/ 

unit  clarification  (UC)  caeea. 

Includaa  "00"  caaaa  beginning  in 

1975. 
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TABLE  A 

Comparison  of  Racant  Sill  Intaka  gjffiftgjingi 
with  Budoctt  latimataa  for  Fiacal  Yaara  1971  thru  1992 


Unfair  Labor  Practical     Rapraaant at  ion 

SUM         Situations.  Casaj  a/ 


L.    Budgat  latimataa  for  Fiacal  Yaar 

1.  As  aatimatad  in  1981  Budgat 

2.  As  aatimatad  in  1982  Budgat 

3.  Actual  intaka 

M.    Budgat  latimataa  for  Fiacal  Yaar 

1.  Aa  aatimatad  in  1982  Budgat 

2.  Aa  aatimatad  in  1983  Budgat 

3.  Actual  intaka 

N.    Budgat  latimataa  for  Fiacal  Yaar 

1.  Aa  aatimatad  in  1983  Budgat 

2.  Aa  aatimatad  in  1984  Budgat 

3.  Actual  intaka 

0.    Budgat  latimataa  for  Fiacal  Yaar 

1.  Aa  aatimatad  in  1984  Budgat 

2.  Aa  aatimatad  in  1985  Budgat 

3.  Actual  intaka 

P.    Budgat  latimataa  for  Fiacal  Yaar 

1.  Aa  aatimatad  in  1985  Budgat 

2.  Aa  aatimatad  in  1986  Budgat 

3.  Actual  intaka 

Q.    Budgat  Batimatas  for  Fiacal  Yaar 

1.  Aa  aatimatad  in  1986  Budgat 

2.  Aa  aatimatad  in  1987  Budgat 

3.  Actual  intaka 

R.    Budgat  latimataa  for  Fiacal  Yaar 

1.  Aa  aatimatad  in  1987  Budgat 

2.  Aa  aatimatad  in  1988  Budgat 

3.  Actual  intaka 

8.    Budgat  latimataa  for  Fiacal  Yaar 

1.  Aa  aatimatad  in  1988  Budgat 

2.  As  aatimatad  in  1989  Budgat 

3.  Actual  intaka 

T.    Budgat  latimataa  for  Fiacal  Yaar 

1.  Aa  aatimatad  in  1989  Budgat 

2.  Aa  aatimatad  in  1990  Budgat 

3.  Actual  Intaka 

D.    Budgat  latimataa  for  Fiscal  Yaar 

1.  Aa  aatimatad  in  1990  Budgat 

2.  As  sstimatad  in  1991  Budgat 

3.  Actual  intaka 

V.    Budgat  latimataa  for  Fiacal  Yaar 

1.  Aa  aatimatad  in  1991  Budgat 

2.  Aa  aatimatad  in  1992  Budgat 

3.  Actual  intaka 

W.    Budgat  latiamtaa  for  Fiacal  Yaar 
1.    Aa  aatimatad  in  1992  Budgat 


1981 


1982 


1983 


1984 


1985 


1986 


1987 


1988 


1989 


1990 


1991 


46,905 
46,745 
43,321 

42,093 
42,400 
40,752 

14,819 
14,114 
12,576 

48,916 
45,206 
37,685 

44,438 
41,434 
34,258 

14,714 
13,029 
8,980 

46,788 
39,440 
40,031 

42,808 
35,881 
36,390 

13,485 
10,610 
8,809 

41,806 
42,493 

38,033 
38,658 

11,247 
9,603 

34,855 

31,686 

8,571 

44,885 
36,598 
32,528 

40,834 
33,271 
29,246 

10,233 
9,000 
8,402 

38,428 
34,000 
33,780 

34,935 
30,602 
30,739 

9,540 
9,000 
7,859 

36,000 
35, 664 

32,348 
31, 182 

9,000 

a  Ate. 
Of  42  O 

32,243 

28,660 

7,645 

36,969 
32,941 
31,186 

32,243 
29,527 
27,983 

8,794 
7,712 
7,918 

33,638 
32,122 
31,988 

30,233 
28,823 
27,989 

7,814 
8,156 
8,535 

33,000 
31,957 

29,737 
28,442 

8,400 
8,876 

33,900 

30,823 

7,930 

32,596 
34,578 

29,010 
31,439 

9,231 
8,009 

1992 

35,270         32,068  8,089 


l/    Zncludaa  union  dacartif ication  (UD),  amandmant  of  cart if ication  (AC),  and 
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II.  REPRESENTATION  CASES  |W| 
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Sl 

A.    INFORMAL  AGENCY  DISPOSITIONS  V 

1.   Filing  to  Withdrawal 

2.    Filing  to  Dismissal  | 

!                       a.   No  Appeal  i 

|                        b.   After  Appeal  j 

3.   Filing  to  Settlement  or  Adjustment  | 

4.    Filing  to  Informal  Closing  (90%  of  all  closings)  ! 

8.   FORMAL  AGENCY  DISPOSITIONS  ! 

1.   Filing  to  Complaint  | 

2.   Complaint  to  Close  of  hearing  I 

3.   Close  of  hearing  to  Judge's  Decision 

4.   Board  Decisions  1 

a.    Initiating  document  to  Board  Decision  J/  j 

b.   Judge's  Decision  to  Board  Decision  j 

5.   Filing  to  Board  Decision  (2%  of  all  closings)  I 

C.    ENFORCEMENT  IN  U.S.  COURT  OF  APPEALS 

1.   Board  Decision  to  Referral  for  Enforcement  i 

2.   Referral  to  filing  of  petition  I 

3.    Petition  to  Courts  of  Appeals  Opinion  S 

4.   Board  Decision  to  Courts  of  Appeals  Opinion  ! 

0.   FILING  TO  CLOSING  OF  ALL  ULP  CASES  ! 

A.    INFORMAL  AGENCY  DISPOSITIONS  V 

1.    Filing  to  Withdrawal  2/ 

2.    Filing  to  Dismissal  1/  i 

3.    Filing  to  Closing  alter  Agreement  (or  Elections  'J  \ 

4.    Filing  to  Informal  Closing  U  j 

B.    FORMAL  AGENCY  DISPOSITIONS 

1.      a.    Filing  to  Notice  ol  Hearing  | 

b.    Notice  ol  Hearing  to  Close  of  Hearing  | 

c.    Filing  to  Close  of  Hearing  | 

2.      a.    Hearing  to  Board  Decision  j 

b.    Filing  to  Board  Decision  j 

3.      a.    Hearing  to  Regional  Director  Decision  { 

b.   Filing  to  Regional  Director  Oecision  j 

C.  FILING  TO  CLOSING  OF  ALL  REPRESENTATION  CASES  I 

22 
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Exhibits 

A.  Explanation  of  Types  of  Cases 

B.  Outline  of  Representation  Procedures 

Under  Section  9(c) 

C.  Basic  Procedures  in  Cases  Involving  Charges 

of  Unfair  Labor  Practice 

D.  National  Labor  Relations  Board  Enforcement 

Chart 

E.  Description  of  Significant  Multi-Regional  Cases 


NOTE:  These  exhibits  provide,  in  concise  form, 
outlines  of  the  types  of  cases  arising  under 
the  Labor  Management  Relations  Act  and  the 
basic  procedures  in  the  processing  of  these 
cases  within  the  Agency  and  in  the  Courts. 
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Exhibit  A 
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Exhibit  B 

OUTLINE  OF  REPRESENTATION  PROCEDURES  UNDER  SECTION  9(c) 


nnatd  bv  Regional  Di- 
itctoc.  DUrmtuI  may 


CONStHT  PROCEDURES 


tag  and  contenting  to 
election  rerultlng  in  Re- 
gional nirectct'i  deter- 
mlnitlon 


Sllpolatioo  for  Cenlfl- 
Electioo.  Paniei  iign 


■tgflaglR 

Lie  cut  on 
behalf  of  Board  If  re- 


Cate  miy  be  traoaferreT 
to  Board  by  order  of  Re- 


nedHoo  directing  elec- 


eqoeat  for  Review  Par- 
te* may  reqncR  Board  It 
telco  Regional  Oiicc- 


If  »pi  for  review  U 
panted  Roan)  lauei 
JeclUon  affirming. 


EliaiON  CONDUCTED  IY  IEGKMAL  DIRECTOR 


IF  BRUITS  ARE  CONCLUSIVE 
ichallennet  not  determinative 
and /or  do  objections  fiiedt 


V  RESULTS  ARE  NOT  CONCLUSIVE 
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Exhibit  C 


NATIONAL  LABOR  RELATIONS  BOARD 
BASIC  PROCEDURES  IN  CASES  INVOLVING 
CHARGES  OF  UNFAIR  LABOR  PRACTICES 


Filed  with  Regional  Director;  alleges 
unfair  labor  practice  by  employer 
or  labor  organization. 


INJUNCTION 

Regional  Director  must  ask  district  court 
for  temporary  restraining  order  in  unlawful 
boycott  and  certain  picketing  cases 


General  Counsel  may  with  Board 
approval  ask  district  court  for  temporary 
restraining  order  after  complaint  is  issued 
in  certain  serious  unfair  labor  practice 
cases 


INVESTIGATION 


Regional  Director  determines  whether 
formal  action  should  be  taken. 


COMPLAINT  AND  ANSWER 


Regional  Director  issues  complaint  and 
notice  of  hearing.  Respondent  files  answer 
in  10  days. 


HEARING  AND  DECISION 

Administrative  Law  Judge  presides  over  a 
trial  and  files  a  decision  recommending 
either  (1)  order  to  cease  and  desist  from 
unfair  labor  practice  and  affirmative  relief 
or  (2)  dismissal  of  complaint.  If  no  timely 
exceptions  are  filed  to  the  Administrative 
Law  Judge's  decision,  the  findings  of  the 
Administrative  Law  Judge  automatically 
become  the  decision  and  order  of  the 
Board 


WITHDRAWAL  -  REFUSAL  TO 
ISSUE  COMPLAINT  -  SETTLEMENT 

Charge  may  with  Agency  approval  be 
withdrawn  before  or  after  complaint  is 
issued.  Regional  Director  may  refuse  to 
issue  a  complaint;  refusal  (dismissal  of 
charge)  _may_  b«_ipp«tlea  tt>  G»n«r»l_ 
Coun»el_.T  Settlement  of  case  "may  occur 
before  or  after  issuance  of  complaint 
(informal  settlement  agreement  subject  to 
approval  of  Regional  Director,  formal 
settlement  agreement  executed 
simultaneously  with  or  after  issuance  of 
complaint,  subject  to  approval  of  Board). 
A  formal  settlement  agreement  will 
provide  for  entry  of  the  Board's  order  and 
may  provide  for  a  judgment  from  the  court 
of  appeals  enforcing  the  Board's  order. 


DISMISSAL 

Board  finds  respondent  die 

not  commit 

unfair  labor  practice  an 

d  dismisses 

complaint. 

REMEDIAL  OROER 

Board  finds  respondent  committed  unfair 
labor  practice  and  orders  respondent 
to  cease  and  desist  and  to  remedy  such 
unfair  labor  practice. 


OTHER  DISPOSITION 


Board  remands  case  to  Regional 
Director  for  further  action. 


COURT  ENFORCEMENT 
AND  REVIEW 


Court  of  appeals  can  enforce,  set  aside 
or  remand  all  or  part  of  the  case.  U.S. 
Supreme  Court  reviews  appeals  from 
courts  of  appeals 


December  13.  1984 
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Exhibit  D 


NLRB  ORDER  ENFORCEMENT  CHART 


VOLUNTARY  COMPLIANCE 


If  respondent  complies  voluntarily, 
case  is  usually  closed  by  Reg- 
ional Office.  However,  Board  may 
still  seek  court  of  appeals 
judgment  enforcing  its  order. 


NLRB 

REMEDIAL 

ORDER 



 ^ 

INTERIM  INJUNCTION 

Court  can  grant  Board  temporary 
restraining  order  or  other  relief, 
pending  outcome  of  enforcement 
proceding. 


APPLICATION  FOR  COURT 
ENFORCEMENT 

Board  can  apply  to  appropriate 
court  of  appeals  for  a  judgment 
enforcing  its  order. 


PETITION  FOR  COURT  REVIEW 


Employer,  union,  employee,  or 
any  other  person  aggrieved  by 
Board's  order  may  ask  a  court  of 
appeals  to  review  it.  If  Board 
has  entered  a  remedial  order 
against  petitioner,  Board  will 
usually  file  a  cross-application  for 
for  enforcement  of  its  order. 


COURT  OF  APPEALS 

Court  can  enforce,  set  aside,  or 
remand  in  whole  or  in  part  the 
Board  order.  Court  judgment  may 
be  reviewed  by  Supreme  Court. 


I 


U.S.  SUPREME  COURT 

Supreme  Court  can  affirm, 
reverse,  or  modify  court  of 
appeals'  judgment,  or  remand 
case  for  further  action. 


February  15,  1984 
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Exhibit  E 


DESCRIPTION  OF  SIGNIFICANT  MULTI -REGIONAL  CASES 

Greyhound  Lines.  Inc.  Since  the  commencement  of  the  strike 
in  March  1990,  up  to  the  present,  in  excess  of  150  unfair 
labor  practice  charges  involving  30  of  the  Agency's  33 
Regional  Offices  have  been  filed  against  both  Greyhound  Bus 
Lines,  Inc.,  and  the  Amalgamated  Council  of  Greyhound  Local 
Unions.  Approximately  100  Board  agents  have  been  involved  in 
the  investigation  of  these  unfair  labor  practice  charges.  In 
excess  of  1,000  affidavits  and  thousands  of  documents  have 
been  obtained  and  analyzed.  Based  on  the  investigations 
conducted  thus  far,  merit  has  been  found  in  many  of  these 
charges.  With  respect  to  unfair  labor  practice  charges  filed 
against  the  Amalgamated  Council  of  Greyhound  Local  Unions  and 
affiliated  locals,  the  nationwide  investigation  revealed 
hundreds  of  instances  of  misconduct  on  and  off  the  picket 
line,  including,  but  not  limited  to,  acts  of  shooting, 
physical  attacks  on  employees  and  other  persons,  interference 
with  the  ingress  and  egress  of  persons  and  vehicles  to  and 
from  the  terminals,  threats,  destruction  of  property,  and 
other  acts  of  violence.  Thus,  the  General  Counsel  authorized 
the  issuance  of  a  complaint  and  sought  and  obtained 
authorization  from  the  Board  for  10 ( j )  injunctive  relief  to 
enjoin  the  Union  and  its  agents  from  engaging  in  misconduct. 
However,  prior  to  the  Agency  proceeding  with  the  injunction, 
the  Union  entered  into  a  formal  settlement  agreement  in  which 
the  Union  agreed  to  cease  and  desist  from  engaging  in  the 
alleged  misconduct.  The  formal  settlement  agreement  was 
approved  by  the  Board  on  June  19,  1990,  and  enforced  by  the 
United  States  Court  of  Appeals  for  the  Fifth  Circuit  on  June 
27,  1990.  With  respect  to  the  unfair  labor  practice  charges 
filed  against  Greyhound  Lines,  Inc.,  a  consolidated  complaint 
issued  on  November  6,  1990,  alleging  that  the  Employer  has 
engaged  in  numerous  acts  of  unlawful  conduct  by,  among  other 
things,  implementing  certain  bargaining  proposals  prior  to 
the  impasse;  by  interfering  with  the  rights  of  strikers  to 
engage  in  lawful  picket  line  activities,  and  by  terminating 
employees  because  of  their  union  activities.  The  Agency 
investigated  additional  charges  alleging,  among  other  things, 
that  Greyhound  has  unlawfully  discharged  in  excess  of  200 
employees  because  of  their  union-related  activities.  A 
second  consolidated  complaint  issued  on  January  10,  1991, 
amended  the  complaint  which  had  issued  on  November  6,  1990. 
The  January  10,  1991  amended  complaint  includes  allegations 
that  Greyhound  Lines,  Inc.,  insisted  to  the  point  of  impasse 
on  unlawful  bargaining  proposals  as  well  as  additional 
allegations  of  unlawful  interference  with  employees'  rights 
to  engage  in  union  activities,  including  the  discharge  of 
over  200  strikers  nationwide.  The  unfair  labor  practice 
hearing  on  these  matters  opened  in  our  Milwaukee,  Wisconsin 
Regional  Office  on  January  15,  before  Administrative  Law 
Judge  Bob  Giannasi.  Because  of  the  voluminous  amount  of 
subpoenaed  documents  which  had  to  be  reviewed  and  collated, 
Judge    Giannasi  adjourned  the    hearing  until  April    8,  1991. 
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The  Agency  is  also  involved  In  the  bankruptcy  proceedings 
involving  Greyhound  and  is  engaged  in  a  massive  nationwide 
effort  to  locate  approximately  9,300  potential 
discriminatees .  This  effort  has  required  the  mailing  of 
12,600  questionnaires  in  order  to  ascertain  who  the 
discriminatees  are,  as  well  as  their  interim  earnings. 


CWA  v.  Beck  Cases.  The  Agency  has  over  300  charges  pending 
in  26  Regions  arising  from  the  Supreme  Court's  1988  decision 
in  CWA  v.  Beck.  Therein  the  Court  held  that  the  National 
Labor  Relations  Act  does  not  permit  labor  organizations  to 
expend  dues  money,  over  the  objections  of  dues  paying 
nonmembers  (i.e.,  employees  who  are  paying  dues  as  a  result 
of  contractual  union  security  requirements  but  are  not 
members  of  the  union) ,  for  expenses  unrelated  to  collective 
bargaining,  contract  administration,  or  grievance  adjustment. 
As  a  result  of  that  decision,  charges  have  been  filed  against 
many  different  labor  organizations  with  respect  to  the  myriad 
of  issues  resulting  from  Beck,  including  what  kinds  of  union 
expenditures  are  representational  and  the  propriety  of  union 
procedures  for  implementing  this  decision.  These  charges 
often  present  issues  of  first  impression  and  have  high 
visibility  because  of  the  considerable  public  interest  which 
the  Beck  decision  has  created.  Moreover,  several  Congressmen 
recently  wrote  to  the  Agency  requesting  expeditious 
resolution  of  pending  Beck  cases. 


Beverly  California  Corporation  f/k/a  Beverly  Enterprises,  et 

al .  ( Beverly  I ) .  Between  September  1988  and  January  1990, 
Board  attorneys  from  14  Regional  Offices  participated  in  an 
81-day  hearing  based  on  a  consolidated  complaint  that  issued 
against  Beverly  California  Corporation,  the  nation's  largest 
operator  of  nursing  homes.  The  trial  arose  from  the 
investigation  of  81  unfair  labor  practice  cases  at  35  of 
Beverly's  homes  located  in  14  states.  The  litigation,  which 
was  coordinated  by  the  Pittsburgh  Regional  Office,  generated 
15,000  pages  of  transcript.  The  consolidated  complaint 
alleged  that  Beverly  engaged  in  a  continuous  and  extensive 
pattern  of  conduct  designed  to  defeat  employees'  rights  to 
engage  in  union  organizational  activities  and  to  thwart  union 
representational  activities.  The  administrative  law  judge's 
132-page  decision  was  issued  on  November  9,  1990,  and  found 
violations  in  33  facilities.  Exceptions  were  filed  February 
4,  1991,  by  both  Respondent  and  counsel  for  the  General 
Counsel.  Respondent's  exceptions  and  brief  were  in  excess  of 
500  pages.  Counsel  for  the  General  Counsel's  exceptions  and 
brief  exceeded  300  pages. 
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Beverly  California  Corporation  f/k/a  Beverly  Enterprises,  et 
al.  ( Beverly  II) .  During  the  litigation  of  the  81  cases 
consolidated  for  trial  in  Beverly  I.  additional  charges  were 
filed  against  Beverly.  To  date,  15  additional  meritorious 
unfair  labor  practices  charges  have  been  filed  in 
approximately  10  Regions.  They  involve  14  separate  Beverly 
facilities.  Absent  settlement,  these  cases  will  be 
consolidated  for  trial  as  Beverly  II.  Two  additional  cases 
are  under  investigation. 


Pittston  Cases .  Since  1988,  approximately  400  unfair  labor 
practice  charges  have  been  filed  in  10  Regional  Offices  by 
the  Pittston  Company,  other  employers  in  the  coal  industry, 
and  the  United  Mine  Workers  of  America  (UMWA)  as  a  result  of 
a  labor  dispute  and  resulting  strike  between  Pittston  and  the 
UMWA.  The  most  significant  charge  filed  by  the  UMWA  against 
Pittston  alleged  over  300  separate  violations  of  Section 
8(a)(1),  (3)  and  (5)  of  the  Act.  Pittston  filed  numerous 
charges  against  the  UMWA  alleging  acts  of  picket  line 
violence  and  blocking  of  ingress  and  egress  at  the  struck 
mines.  A  great  many  non-Pittston  employers  filed  charges 
against  the  UMWA  and  various  affiliated  Districts  and  Locals 
alleging  unlawful  secondary  work  stoppages. 


Xhs  Teledyne  Labor  pjspute.      There    were  14    unfair  labor 

practice  charges  filed  with  five  different  Regional  Offices. 
These  cases  were  submitted  to  the  Division  of  Advice  because 
of  their  complexity  and  multi-Regional  filings.  The  cases 
involve  allegations  against  the  Employer  of  bad  faith 
bargaining,  premature  declaration  of  impasse  and 
implementation  of  a  final  offer,  an  unfair  labor  practice 
strike  covering  plants  in  five  different  states  and  the 
termination  of  benefits  accrued  to  striking  employees.  In 
addition,  the  charges  against  the  Union  involve  unlawful 
secondary  boycott,  forcing  the  Employer  to  bargain  on  a 
multi-plant  basis  and  coercing  the  Employer  in  the  selection 
of  its  collective  bargaining  representatives. 

Advice  authorized  complaint  in  the  CA  cases  which  were 
transferred  and  consolidated  for  trial  in  Region  7.  Advice 
also  authorized  complaint  in  one  CC  case.  Thereafter,  on 
January  25,  1991  the  parties  entered  into  a  settlement 
agreement.  Under  the  settlement  agreement,  the  Employer 
agreed  to  offer  reinstatement  to  over  700  striking  employees 
and  to  bargain  in  good  faith  at  five  different  locations. 
The  agreement  also  resolved  all  other  pending  unfair  labor 
practice  charges  involving  the  parties.  At  the  present  time, 
the  case  is  in  the  compliance  stage  and  compliance  involves 
appropriate  steps  to  ensure  the  reinstatement  of  potentially 
700  employees,  the  reinstatement  of  certain  benefits,    and  a 
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one-time  opportunity  for  112  employees  to  opt  for  early 
retirement  as  well  as  the  monitoring  of  collective  bargaining 
at  five  facilities. 


Overnite  Transportation  Company.  There  are  26  pending  cases 
alleging  that  the  above-named  Employer  is  interfering  with 
its  employees'  rights  to  support  the  International 
Brotherhood  of  Teamsters'  efforts  to  organize  all  of  its 
facilities.  Eleven  Regions  are  involved.  Because  most 
witnesses  are  locally  based,  we  anticipate  that  each  Region 
will  be  responsible  for  trying  their  portion  of  the  case. 
The  briefing  will  require  an  analysis  of  thousands  of  pages 
of  transcript. 


New  York  Daily  News.  Inc.  The  Manhattan,  New  York  Regional 
Office  has  been  investigating  a  large  number  of  unfair  labor 
practice  charges  which  have  been  filed  by  and  against  the 
N.Y.  Daily  News  (the  News)  and  all  of  its  10  unions  which 
represent  employees  at  the  News.  Starting  in  December  1989 
and  through  February  1,  1991,  a  variety  of  unfair  labor 
practice  charges  have  been  filed.  The  allegations  raised  in 
these  charges  range  from  unlawful  threats  of  discipline,  to 
unlawful  discriminatory  discipline,  to  a  variety  of 
allegations  of  bad  faith  bargaining,  and  more  recently  to 
allegations  of  union  violence  which  have  resulted  in  several 
requests  for  injunctive  relief  under  Section  10 ( j )  of  the 
Act.  Many  of  these  charges,  totalling  no  less  than  80  to  85 
through  the  first  week  in  February  1991,  have  raised 
difficult  and  complex  legal  issues.  A  total  of  no  less  than 
60  charges  are  currently  pending  against  either  the  News  or 
one  of  the  involved  unions.  The  investigation  and  processing 
of  the  News  charges  is  currently  requiring  the  full-time 
efforts  of  a  supervisory  attorney  with  a  team  of  four 
investigators  or  attorneys.  Moreover,  because  of  the 
requests  for  injunctive  relief  in  the  union  violence  cases 
which  necessitate  expedited  investigations,  additional 
investigators  and  attorneys  have  been  assigned  on  a 
temporary,  ad  hoc  basis.  In  addition,  on  February  6,  1991, 
the  Region  found  merit  to  an  issued  Complaint  on  a  charge 
alleging  that  the  Daily  News  engaged  in  an  illegal  lockout  of 
certain  of  its  employees.  The  hearing  in  that  case  is 
currently  scheduled  for  June  3,  1991. 


American  Postal  workers  union  Cases.    Region  16,  Fort  worth, 

Texas  is  coordinating  63  unfair  labor  practice  cases  which 
have  been  filed  in  16  different  Regional  Offices.  There  are 
approximately  4,000  employees  involved  in  these  cases 
throughout  the  country.  The  issue  in  these  cases  is  whether 
the  American  Postal  Workers  Union  breached  its  duty  of  fair 
representation  concerning  employee  rights  to  revoke  their 
union    dues  checkoff  authorizations.    Region    16  is  presently 
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conducting  extensive  negotiations  concerning  the  settlement 
of  these  cases.  Unfortunately,  it  appears  that  the  Region 
will  have  to  reinvestigate  approximately  2,000  of  the  4,000 
employee  situations  in  order  to  establish  the  amount  of  back 
dues  owed  to  these  employees.  Region  16  anticipates  that  it 
will  take  approximately  six  months  to  complete  this 
investigation. 


Jai  Alai  Cases .  We  have  currently  in  litigation  cases 
involving  efforts  to  organize  the  Jai  Alai  industry  involving 
Frontons  in  Rhode  Island,  Connecticut  and  Florida. 
Approximately  two  years  ago,  the  industry's  300  players 
sought  to  improve  their  wages  and  working  conditions  by 
meeting  with  their  employers  on  a  coordinated  basis.  The 
Fronton  owners  refused  to  recognize  the  players,  and  a  strike 
commenced.  The  Agency  issued  an  extensive  complaint  seeking 
$6  million  in  backpay  and  a  cessation  in  illegal  activities 
by  the  Fronton  owners.  Following  massive  efforts  by  our 
Regional  Offices  in  Boston,  Hartford,  and  Tampa,  we  have 
successfully  litigated  matters  involving  the  Connecticut  and 
Rhode  Island  Frontons.  The  administrative  law  judges  hearing 
these  cases  have  issued  decisions  in  the  Agency's  favor. 
Their  recommended  findings  have  been  appealed  by  the  Fronton 
owners  to  the  National  Labor  Relations  Board,  following  which 
one  of  these  matters  involving  a  northern  Fronton  settled. 
We  have  in  litigation  cases  involving  the  West  Palm  Beach 
Fronton,  and  have  achieved  settlements  at  Frontons  at  eight 
other  Florida  locations.  Our  efforts  are  bringing  stability 
to  this  industry  where  Fronton  owners  were  seeking  to  exploit 
players  imported  from  Spain  (Basque  area),  and  thereafter 
Americans  used  as  strike  replacements.  Noting  that  these 
cases  involve  professional  athletes,  some  of  whom  may  not  be 
in  the  country  any  longer,  the  calculations  of  backpay  for 
the  affected  employees  will  be  difficult  and  complex. 

\ 

International  Paper  Cases .  A  major  dispute  has  involved 
plants  of  International  Paper  located  in  Mobile,  Alabama; 
Jay,  Maine;  Lock  Haven,  Pennsylvania;  and  De  Pere,  Wisconsin. 
Our  complaint  alleges  that  International  Paper  unlawfully 
permanently  subcontracted  all  of  its  maintenance  work  during 
a  lockout  of  employees.  We  are  seeking  $25  million  in 
backpay  for  the  employees  who  have  lost  their  jobs.  The 
trial  has  taken  17  days  and  resulted  in  3,000  pages  of 
transcript  and  260  exhibits,  including  200  pages  of  almost 
verbatim  minutes  of  negotiating  sessions.  The  litigation 
before  the  administrative  law  judge  has  been  completed  and  is 
pending  his  decision.  This  case  has  required  a  team  of  10 
attorneys  working  in  four  Regions,  with  support  from  our 
Divisions  of  Operations -Management  and  Advice  in  Washington, 
D.C.  If  we  prevail  in  litigation,  a  massive  effort  will  be 
required  to  distribute  the  backpay  to  eligible  employees. 
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United  States  Postal  Service    (Quality  of  Work    Life  cases). 

Region  3  (Buffalo)  currently  is  processing  over  90  unfair 
labor  practice  charges,  that  were  filed  in  15  different 
Regional  Offices,  involving  the  United  States  Postal  Service 
Employment  Involvement-Quality  of  Work  Life  program.  The 
American  Postal  Workers  Union  (APWU)  has  maintained  that 
certain  aspects  of  this  program  constitute  direct  dealing 
with  employees  and,  therefore,  violate  Section  8(a)(1)  and 
(5)  of  the  Act.  The  APWU  also  maintains  that  certain  of 
these  committees  are  actually  functioning  as  labor 
organizations  and  are  being  unlawfully  assisted  by  the  Postal 
Service  in  violation  of  Section  8(a)(2)  of  the  Act.  The 
Region  has  had  up  to  six  employees  working  full  time  on  these 
cases  and  currently  has  two  attorneys  assigned  at  this  time. 
The  Region  has  issued  complaint  on  many  of  these  charges 
finding  merit  on  the  aforementioned  and  other  matters.  The 
Region  is  preparing  a  consolidated  complaint,  which  should 
issue  in  March,  for  over  60  of  the  charges.  It  is  awaiting 
amended  charges  in  many  of  those  cases  from  the  charging 
parties.  Although  settlement  discussions  are  continuing,  the 
attorneys  assigned  to  these  cases  are  preparing  for  the  trial 
which  should  be  held  in  late  spring  to  early  summer  of  this 
year.  That  trial  will  likely  involve  up  to  15  different 
trial  locations  and  may  last  over  17  weeks. 


United  Parcel  Service  Cases.  Fifty-seven  unfair  labor 
practice  charges  involving  the  United  Parcel  Service  have 
been  filed  in  our  Philadelphia,  Baltimore,  Cincinnati, 
Winston-Salem,  Tampa,  Detroit,  and  Kansas  City  Regional 
Offices.  The  charges  arise  out  of  interviews  with  employees 
conducted  by  supervisors  and  agents  of  the  United  Parcel 
Service  allegedly  intended  to  convince  the  employees  of  the 
Company's  position  that  they  should  vote  to  ratify  a  national 
collective-bargaining  agreement  negotiated  by  the  Company 
with  the  Teamsters  Union.  A  nationwide  investigation  of  the 
charges  has  been  conducted  and  these  matters  are  currently 
under  active  consideration  in  Washington  for  determination  as 
to  the  merits.  After  determination  as  to  the  merits  is 
reached,  the  Division  of  Operations -Management  in  Washington 
will  coordinate  settlement  efforts  and,  if  necessary, 
litigation. 


Relnauer  Transportation  Companies ,  et  fll.      On    October  6, 

1988,  the  Board  sought  Section  10 ( j )  injunctive  relief  in 
Reinauer  Transportation  Companies,  et  al.  Such  relief  was  to 
obtain  an  order  requiring  the  six  companies  involved  to 
withdraw  an  unlawful  demand  to  change  the  scope  of  the 
bargaining  unit,  reinstate  1,200  unfair  labor  practice 
strikers  who  had  been  on  strike  since  February  1988,  restore 
the  terms  of  the  expired  collective-bargaining  agreement,  and 
bargain  over  the  terms  of  the  successor  agreements.  The 
complexities    of  and  proceedings    in  these  cases    through  the 
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U.S.  District  Court  and  Circuit  Court  of  Appeals,  from  the 
initial  injunction  through  the  ongoing  contempt  proceedings, 
have  necessitated  the  full-time  assignment  of  no  less  than 
three  attorneys  in  FY  1989,  five  attorneys  in  FY  1990,  and 
four  attorneys  through  the  second  quarter  of  FY  1991.  The 
potential  liability  of  the  companies  is  in  the  millions  of 
dollars.  A  contempt  adjudication  would  return  the  parties  to 
the  collective-bargaining  table,  and  encourage  a  resolution 
to  this  difficult  and  lengthy  labor  controversy.  At  this 
time,  the  District  Court  Judge  has  received  a  recommendation 
from  the  Magistrate  to  find  Reinauer  in  partial  contempt  of 
prior  Orders  of  the  Board.  Other  issues  involved  in  this 
case  are  still  pending  before  the  Magistrate  for  extensive 
briefing. 
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Wednesday,  May  1,  1991. 
NATIONAL  MEDIATION  BOARD 
WITNESSES 

JOSHUA  M.  JAVITS,  CHAIRMAN 

PATRICK  J.  CLEARY,  MEMBER 

KIMBERLY  A.  MADIGAN,  MEMBER 

WILLIAM  A.  GILL,  JR.,  EXECUTIVE  DIRECTOR 

ROY  J.  CARVATTA,  STAFF  DIRECTOR,  GRIEVANCES 

MARY  C.  MAIONE-PRICCI,  ADMINISTRATIVE  OFFICER 

Mr.  Early.  The  next  hearing  is  the  budget  for  1992  for  the  Na- 
tional Mediation  Board.  Mr.  Javits,  if  you  would  identify  who  you 
have  with  you. 

Mr.  Javits.  Thank  you,  Mr.  Chairman,  and  members  of  the  sub- 
committee. Please  allow  me  to  introduce  the  people  with  me. 

On  my  far  left  is  William  Gill,  Executive  Director  of  the  agency. 
On  my  immediate  left  is  Mary  Maione-Pricci,  Administrative  Offi- 
cer of  the  agency.  To  my  immediate  right  is  Patrick  J.  Cleary, 
Member  of  the  National  Mediation  Board.  To  his  right  is  Kimberly 
A.  Madigan,  our  most  recent  Member  of  the  National  Mediation 
Board.  To  her  right  is  Roy  J.  Carvatta,  Staff  Director  for  Griev- 
ances. 

Mr.  Chairman,  members  of  the  subcommittee,  to  summarize  the 
submitted  statement,  the  National  Mediation  Board  is  requesting 
an  appropriation  of  $7,008,000  for  fiscal  year  1992,  $494,000  more 
than  is  available  for  fiscal  year  1991. 

The  primary  functions  of  the  Board  under  the  Railway  Labor  Act 
include:  One,  mediation  in  connection  with  collective  bargaining 
and  representation  matters  concerning  employees  in  the  railroad 
and  airline  industries.  For  this,  we  are  requesting  $4,221,000. 

A  second  function  of  the  Board  relates  to  voluntary  arbitration 
and  the  investigation  of  critical  disputes  through  the  Emergency 
Board  procedure.  We  are  asking  $500,000  for  this  item. 

Another  function  is  the  adjustment  of  employee  grievances  in 
the  railroad  industry.  For  this,  we  are  requesting  that  $2,287,000  be 
appropriated  for  fiscal  year  1992. 

This  completes  a  brief  summary  of  my  statement.  If  you  have 
any  questions,  we  will  be  happy  to  answer  them. 

[The  statement  of  Mr.  Javits  follows:] 
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STATEMENT  OF  JOSHUA  M.  JAVITS 
CHAIRMAN 
NATIONAL  MEDIATION  BOARD 
BEFORE  THE 
COMMITTEE  ON  APPROPRIATIONS 
SUBCOMMITTEE  ON 
LABOR,   HEALTH  AND  HUMAN  SERVICES, 
EDUCATION,   AND  RELATED  AGENCIES 
U.S.   HOUSE  OF  REPRESENTATIVES 

MR.  CHAIRMAN,  MEMBERS  OF  THE  SUBCOMMITTEE.  Thank  you  for 
this  opportunity  to  appear  before  your  Subcommittee  today  re- 
garding the  National  Mediation  Board's  budget  for  Fiscal  Year 
1992. 

The  total  amount  requested  for  Fiscal  Year  1992  to  adminis- 
ter the  Railway  Labor  Act  is  $7,008,000,  and  a  personnel  comple- 
ment of  58  positions. 

The  appropriation  for  the  National  Mediation  Board  is  re- 
guested  for  expenses  necessary  to  administer  the  provisions  of 
the  Railway  Labor  Act,  as  amended.  This  statute  was  designed  to 
provide  orderly  procedures  for  the  settlement  of  labor  disputes 
in  the  railroad  and  airline  industries,  as  well  as  to  handle 
questions  of  employee  representation  and  to  administer  the  arbi- 
tration provisions  of  the  Act. 

When  the  Railway  Labor  Act  was  amended  in  1934  it  estab- 
lished the  National  Railroad  Adjustment  Board  for  the  purpose  of 
handling  grievances  arising  under  the  terms  of  collective  bar- 
gaining agreements  in  the  railroad  industry. 
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In  1966,  the  President  signed  Public  Law  89-456,  which 
further  amended  certain  provisions  of  Section  153  of  the  Act. 
Under  the  Public  Law,  new  grievances  and  those  which  have  been 
on  docket  before  the  National  Railroad  Adjustment  Board  for  a 
period  of  at  least  one  year  may  be  referred  to  local  boards  of 
adjustment.  The  purpose  of  this  amendment  was  to  reduce  an 
overwhelming  caseload  of  unresolved  disputes  pending  before  the 
National  Railroad  Adjustment  Board. 

Congress  added  to  the  Railway  Labor  Act  a  separate 
emergency  dispute  procedure  involving  publicly  owned  and  oper- 
ated commuter  railroad  carriers  and  their  employees  by  provi- 
sions of  the  Northeast  Rail  Service  Act  of  1981  (Public  Law  97- 
35) .  If  a  dispute  on  these  carriers  is  not  resolved  under  the 
mediation  and  arbitration  sections  of  the  RLA,  any  party  to  the 
dispute  or  the  Governor  of  a  State  where  such  services  are 
provided  may  request  the  President  to  establish  an  emergency 
board  under  this  section.  The  President  is  required  to  estab- 
lish an  emergency  board  upon  such  request.  Should  the  efforts 
of  the  emergency  board  fail  to  produce  a  settlement,  the  ap- 
pointment of  a  second  emergency  board  is  also  authorized  under 
this  section,  as  are  public  hearings  to  be  conducted  by  the 
National  Mediation  Board. 

The  budget  justification,  as  submitted,  identifies  the 
functions  just  discussed  and  the  amounts  requested  for  each.  I 
would  like  to  go  over  each  one  briefly. 
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Mediatory  Services 

For  mediatory  services  for  Fiscal  Year  1992,  we  are  re- 
questing $4,221,000,  an  increase  of  $448,000  over  Fiscal  Year 
1991.  These  services  include  mediation  relating  to  the  making 
and  amending  of  collective  bargaining  agreements,  procedures 
relating  to  the  selection  by  employees  of  their  bargaining  rep- 
resentatives, and  a  number  of  administrative  duties  consistent 
with  statutory  authority  under  the  Act  and  related  statutes 
governing  railroad  and  airline  labor  disputes  procedures.  The 
Board  foresees  an  increase  in  this  activity  largely  due  to  the 
continuing  effects  of  both  airline  and  railroad  deregulation,  to 
mergers  and  to  the  proliferation  of  local  bargaining  after  the 
completion  of  national  railroad  bargaining. 

In  the  airline  industry,  where  there  was  a  significant 
slowdown  in  business  before  and  during  the  Persian  Gulf  war 
(although  there  are  some  signs  now  of  an  upturn  in  traffic) , 
there  is  a  total  of  41  contract  negotiations  scheduled  for 
fiscal  years  1991  and  1992.  Nearly  one-half  of  the  total 
involve  pilot  groups  but  there  also  is  a  sizable  number 
involving  mechanics  and  related  employees.  Within  the  last  60 
days,  American  Airlines  and  its  pilots'  union  representing  more 
than  9,000  employees  reached  a  new  collective  bargaining 
agreement  through  mediation  after  a  very  contentious  and 
potentially    volatile  dispute.     Less    than  a  month    ago,  United 
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and  its  pilots'  union  representing  about  8,700  employees  reached 
a  tentative  agreement  achieved  through  mediation.  Some  of  the 
major  ongoing  mediation  cases  include  mechanics  and  related,  as 
well  as  flight  attendant  negotiations  at  United,  mechanics  and 
related,  dining  service  employees,  and  passenger  service  employ- 
ees negotiations  at  TWA,  and  flight  attendant  and  mechanics  and 
related  negotiations  at  USAir. 

Intense  competition,  as  well  as  major  financial  problems 
that  caused  Continental  and  Pan  Am  in  the  past  few  months  to 
file  for  Chapter  11  bankruptcy  protection  from  creditors,  will 
result  in  difficult  contract  negotiations.  The  National  Media- 
tion Board  likely  will  be  asked  by  the  parties  at  most  of  the 
carriers  whose  contracts  are  amendable  to  help  them  reach  peace- 
ful settlements. 

Voluntary  Arbitration  and  Emergency  Disputes 
The  second  activity  of  the  Mediation  Board  relates  to  vol- 
untary arbitration  and  the  investigation  of  critical  disputes 
through  emergency  board  procedures.  In  the  arbitration  pro- 
ceedings, disputes  over  contract  formation  are  voluntarily  sub- 
mitted by  labor  and  management  to  a  neutral  party  for  final  and 
binding  decision. 

Emergency  boards  are  created  by  the  President  pursuant  to 
Section  160  of  the  Act.  When  the  Mediation  Board  finds  that  a 
dispute    not    resolved    in  mediation    threatens  substantially  to 
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interrupt  interstate  commerce  and  to  deprive  any  section  of  the 
country  of  essential  transportation,  it  notifies  the  President 
who  may,  in  his  discretion,  create  an  emergency  board  to  inves- 
tigate and  make  recommendations  as  to  the  settlement  of  the 
dispute. 

Emergency  Board  219,  which  was  created  last  year  by 
President  Bush  to  investigate  and  report  its  findings  on  dis- 
puted issues  in  national  bargaining  between  98  railroads  and 
ten  major  labor  organizations,  submitted  its  report  to  the 
President  on  January  15  of  this  year.  The  National  Mediation 
Board  immediately  began  conducting  public  interest  conferences 
with  the  parties  in  an  attempt  to  reach  settlements,  using  the 
emergency  board's  report  to  facilitate  negotiations. 

Because  of  the  sheer  number  of  issues  —  more  than  200 
and    the  complexity  of    recommendations  of  the    emergency  board, 
all    Board  Members,  assisted    by  staff  mediators,     were  directly 
involved  in  these  follow-up  mediatory  efforts. 

Tentative  agreements  were  reached  in  April  between  three  of 
the  10  unions  and  the  National  Railway  Labor  Conference  (NRLC) , 
the  negotiating  arm  for  the  railroad  companies,  before  the  expi- 
ration of  the  status  guo  period  agreed  to  by  the  parties.  The 
three  unions  are  the  Transportation  Communications  International 
Union,  the  Brotherhood  of  Railroad  Signalmen  and  the  American 
Train  Dispatchers  Association.  Their  combined  members  represent 
26    percent    of  the    total  number  of    employees  in  the  national 
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negotiations.  Because  management  and  the  other  seven  unions  did 
not  reach  agreements,  a  nationwide  strike  began  at  7:00  a.m.  EDT 
on  April  17  but  the  work  stoppage  was  shortlived.  Within  a 
matter  of  about  17  hours  Congress  held  hearings  and  then  passed 
legislation,  which  was  signed  by  the  President  shortly 
thereafter,  ordering  the  strikers  back  to  work  and  a  resumption 
of  the  status  quo  prior  to  the  strike.  Total  length  of  the 
strike  was  less  than  24  hours. 

For  the  Committee's  benefit,  I  will  discuss  briefly  the 
legislation's  principal  elements.  House  Joint  Resolution  222 
(Public  Law  102-29) ,  provides  for  a  three-member  Special  Board 
with  authority  to  impose  settlements  on  the  railroads  and  unions 
not  having  full  agreements  prior  to  the  strike.  Under  the 
legislation,  the  Special  Board  is  directed  to  follow  a  65-day 
procedure  that  first  allows  the  parties  to  request  clarification 
or  interpretation  of  any  alleged  ambiguities  in  Emergency  Board 
No.  219 's  report.  Fifteen  days  after  the  Special  Board  is 
appointed,  it  shall  issue  a  report  addressing  these  requests. 

Within  10  days  after  issuance  of  the  preceding  report,  any 
party  to  the  disputes  may  request  the  Special  Board  to  modify 
any  specific  recommendation  of  Emergency  Board  No.  219  where 
there  is  a  disagreement.  Congress  directed  that  the  Special 
Board  would  not  consider  any  issues  on  which  Emergency  Board  No. 
219  made  no  specific  recommendation.  The  Special  Board  is 
empowered    to  conduct  such  proceedings  as  it  considers  necessary 
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to  review  requests  for  modifications  to  the  emergency  board's 
recommendations.  In  making  determinations  on  these  requests, 
Congress  said  the  Special  Board  "shall  accord  a  presumption  of 
validity  to  the  recommendations  of  Presidential  Emergency  Board 
No.  219,"  adding  that  the  party  requesting  a  modification  must 
bear  the  burden  of  persuasion  for  making  any  changes.  In  order 
to  overcome  such  presumption  of  validity,  the  party  seeking  a 
modification  is  required  to  show  that  the  emergency  board's 
recommendation  "is  demonstrably  inequitable  or  was  based  on  a 
material  error  or  material  misunderstanding." 

No  later  than  30  days  after  the  10-day  period  allowed  for 
making  requests  for  modifications  to  specific  emergency  board 
recommendations,  the  Special  Board  is  directed  to  complete  its 
review  and  issue  a  final  determination  on  all  such  requests, 
modifying  in  whole  or  in  part  the  affected  emergency  board 
recommendation,  or  denying  the  request  for  changes.  Upon  the 
expiration  of  10  days  after  issuing  these  determinations,  the 
determinations  will  be  binding  on  the  parties  and  have  the  same 
effect  as  though  arrived  at  by  agreement  of  the  parties  under 
the  Railway  Labor  Act. 

In  the  event  of  disagreement  as  to  the  meaning  of  any 
determination  made  by  the  Special  Board,  any  party  may  apply  by 
December  31,  1991  to  the  Special  Board  for  clarification  of  its 
determination.  If  there  are  such  requests,  the  Special  Board 
will    reconvene  and  promptly    issue  a  further    determination  on 
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such  applications.  These  further  determinations  may,  in  the 
discretion  of  the  Special  Board,  be  made  with  or  without  a 
hearing.  Under  Public  Law  102-29,  any  report  or  determination 
made  by  the  Special  Board  is  not  subject  to  judicial  review. 

The  less  than  one-day  work  disruption  was  the  first  shut- 
down of  the  major  railroads  since  1982,  when  the  Brotherhood  of 
Locomotive  Engineers  (BLE)  struck  all  the  nation's  railroads  for 
four  days.  The  work  of  EB  219,  in  conjunction  with  the  binding 
arbitration  authority  granted  the  Special  Board,  sets  the  stage 
for  avoidance  of  similar  disruptions  for  several  years. 

Also,  new  contracts  in  the  railroad  industry  will  generate 
numerous  different  kinds  of  arbitration  boards  which  will  in 
turn  require  additional  arbitration  activity  resources.  As 
mentioned  earlier,  a  special  emergency  dispute  procedure  for 
publicly- funded  and  operated  commuter  carriers  and  their 
employees  was  created  by  the  Northeast  Rail  Service  Act  of  1981 
that  requires  the  President,  upon  request  of  any  party  to  a 
labor  dispute,  or  the  Governor  of  the  State  affected,  to 
establish  possibly  two  successive  emergency  boards. 

The  Mediation  Board  is  requesting  $500,000  for  these  activ- 
ities, $63,000  less  than  was  available  in  Fiscal  Year  1991.  As 
in  the  past,  we  will  continue  to  hold  this  amount  in  a  special 
category  and  use  it  only  for  voluntary  arbitration  and  emergency 
disputes.  Any  amount  not  needed  for  this  purpose  will  lapse  at 
the  end  of  the  year. 
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Adjustment  of  Railroad  Grievances 

When  the  Railway  Labor  Act  was  amended  in  1934,  the  Nation- 
al Railroad  Adjustment  Board  was  created  to  hear  and  decide 
disputes  involving  railroad  employee  grievances  and  guestions 
concerning  the  application  and  interpretation  of  work  rules. 
Administrative  responsibility  for  fiscal  management  of  the  Ad- 
justment Board  was  placed  with  the  National  Mediation  Board.  As 
indicated  earlier  in  my  statement,  the  Mediation  Board  adminis- 
ters Public  Law  89-456,  which  amended  certain  provisions  of 
Section  153  of  the  Railway  Labor  Act. 

We  are  continuing  efforts  reported  last  year  to  reduce  the 
number  of  grievance  cases  that  has  overburdened  the  system  for 
many  years.  We  feel  we  are  making  significant  progress  in 
bringing  the  caseload  down  to  a  more  reasonable  and  manageable 
level . 

The  Board  hopes  to  further  reduce  costs  and  improve  the 
decision-making  process  through  a  variety  of  measures,  such  as 
continuing  to  encourage  and  facilitate  the  parties'  establish- 
ment of  special  tribunals,  with  tripartite  arbitration  panels  to 
decide  rule  disputes  that  arise  freguently,  and  to  use  decisions 
which  are  rendered  as  binding  precedent  for  future  cases  that 
are  similar. 

These  and  other  steps  we  have  taken  and  continue  to  pursue 
are    designed  to  produce  two  main  benefits:     first,  it  will  save 
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costs  for  the  parties  to  the  dispute ,  as  well  as  for  the  govern- 
ment; and,  second,  it  will  bring  claims  that  must  be  arbitrated 
to  speedier  conclusion. 

We  must  point  out,  however,  that  the  Board  has  to  use  its 
powers  of  persuasion  in  virtually  all  of  these  matters,  since 
there  is  no  statutory  authority  to  require  compliance  by  the 
parties  except  in  a  few  minor  exceptions. 

We  do,  however,  expect  continued  cooperation  of  the  parties 
in  this  initiative:  cooperation  is  essential  since  the  Railway 
Labor  Act  does  not  give  the  Board  control  over  the  number  of 
cases  submitted  or  resolved.  Therefore,  to  provide  uninter- 
rupted arbitration  services  for  the  entire  fiscal  year,  the 
Board  requests  $2,287,000  for  the  adjustment  of  railroad  griev- 
ances . 

This  completes  my  statement.  If  you  have  any  questions,  we 
will  be  happy  to  answer  them. 
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Joshua  M.  Javits,  an  attorney  and  formerly  an 
arbitrator,  has  been  a  Member  of  the  National  Mediation  Board 
since  January  19,   1988,  and  is  presently  serving  his  first 
term  as  Chairman.     He  was  recently  nominated  by  the  President 
and  confirmed  by  the  Senate  to  serve  a  three-year  term  ending 
June  30,  1992. 

Mr.  Javits  was  engaged  in  the  practice  of  law  and  labor- 
management  arbitration  in  Washington,  DC  prior  to  joining  the 
Board.     Since  1985,  he  had  been  associated  with  the 
Washington  law  firm  of  Cades,  Schutte,  Fleming  and  Wright, 
where  he  practiced  in  the  area  of  civil  litigation.     At  the 
same  time,  he  arbitrated  labor-management  disputes  in  the 
private  and  public  sectors.     He  was  a  member  of  several 
arbitration  panels,   including  those  of  the  National  Mediation 
Board,  American  Arbitration  Association,   Federal  Mediation 
and  Conciliation  Service  and  other  state,   local  and  private 
permanent  panels.     His  memberships  include  the  Industrial 
Relations  Research  Association,  Society  of  Professionals  in 
Dispute  Resolution,  Society  of  Federal  Labor  Relations 
Professionals,  and  the  American  Bar,  the  District  of  Columbia 
and  the  State  of  California  Bar  Associations. 

While  with  the  law  firm  of  Mulholland  and  Hickey  from 
1983-85,  he  represented  national  shopcraft  unions  associated 
with  the  Railway  Labor  Executives'  Association  as  well  as  the 
International  Association  of  Fire  Fighters.     Earlier,  he 
worked  for  four  and  a  half  years  for  the  National  Labor 
Relations  Board  in  Los  Angeles  as  a  trial  attorney  engaged  in 
enforcement  of  Federal  labor  laws.     Cases  he  handled  dealt 
with  the  steel,  mining,  transportation,  entertainment, 
communications  and  hotel  and  restaurant  industries.     He  also 
handled  representation  disputes  involving  election  matters  in 
various  companies. 

Born  in  New  York  City,  Mr.  Javits  attended  public  and 
private  schools  there.     A  1972  graduate  of  Yale  College,  he 
received  his  law  degree  from  the  Georgetown  Law  Center  in 
1978. 

Mr.  Javits  is  an  adjunct  professor  of  law  at  the 
Georgetown  University  Law  Center. 
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NATIONAL  RAILROAD  BERGAINING 

Mr.  Early.  Mr.  Javits,  summarize  for  the  committee  the  proce- 
dure under  the  Railway  Labor  Act  by  which  the  national  bargain- 
ing of  the  railroad  industry  has  been  progressing  since  1988,  and 
explain  the  National  Mediation  Board's  central  role  throughout  the 
process. 

Mr.  Javits.  The  process  under  the  Act  is  that  parties  exchange 
notices,  section  6  notices  under  the  Act,  informing  each  other  of 
the  changes  they  wish  to  make  in  their  collective  bargaining  agree- 
ments. 

Then  they  engage  in  direct  negotiations  with  each  other  across 
the  table.  Following  that,  one  party  or  the  other  may  ask  for  medi- 
ation. At  that  point,  the  Mediation  Board  becomes  involved  in  me- 
diating disputes  between  the  parties. 

After  that,  if  the  parties  are  unsuccessful  in  reaching  an  agree- 
ment, and  if  mediation  is  unsuccessful  in  bringing  them  to  an 
agreement,  the  Board  proffers  arbitration,  asks  both  parties  if  they 
wish  to  arbitrate  their  remaining  disputes. 

It  takes  both  parties  to  agree,  otherwise  there  is  no  binding  arbi- 
tration. If  one  party  disagrees  and  does  not  want  binding  arbitra- 
tion, there  is  a  30-day  countdown,  after  which  the  parties  can 
engage  in  self-help. 

Following  that,  if  the  dispute  is  such  it  would  substantially  inter- 
rupt interstate  commerce,  were  there  to  be  a  showdown,  in  particu- 
lar, a  strike,  the  Board  notifies  the  President  to  that  effect,  and  the 
President  may  create  a  Presidential  Emergency  Board. 

In  the  case  of  national  handling,  since  this  has  been  going  on 
since  1988,  although,  some  of  the  issues  have  been  open  since  1984, 
what  happened  was  the  parties  exchanged  notices  in  1988,  and  en- 
gaged in  direct  negotiations  for  approximately  a  year. 

The  National  Mediation  Board  began  mediating  the  disputes  in 
1989.  The  Board  found  that  the  parties  were  at  virtual  procedural 
loggerheads.  The  carriers  asserted  that  1984  health  and  welfare 
issues  were  open  and  unresolved,  and  the  carrier's  position  was 
that  those  issues  had  to  be  resolved  before  any  negotiations  would 
go  forward  in  1988  round  of  national  handling,  including  wage  and 
rule  issues. 

The  union's  position  was  they  weren't  going  to  address  health 
and  welfare  in  isolation,  that  had  to  be  addressed  in  the  context  of 
wage  and  rule  negotiations,  and  therefore,  the  parties  were  proce- 
durally talking  at  each  other,  not  with  each  other. 

We,  the  National  Mediation  Board,  tried  to  bring  the  parties  to- 
gether in  terms  of  a  procedure  for  resolution  of  their  disputes.  In 
the  spring  of  1990,  the  Board  was  able  to  facilitate  the  parties 
reaching  a  procedural  agreement  as  to  how  they  would  resolve  all 
their  disputes. 

The  parties  agreed  to  jointly  request  a  Presidential  Emergency 
Board,  that  the  Emergency  Board  would  address  health  and  wel- 
fare issues  first,  then  the  National  Mediation  Board  would  get  back 
involved  with  the  parties  in  helping  them  to  reach  agreements  on 
wage  and  rule  issues. 

Further,  the  parties  agreed  not  to  strike  at  any  time  while  Con- 
gress was  not  in  session,  and  carriers  agreed  not  to  implement  new 
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wage,  rule  or  health  and  welfare  contract  provisions  while  Con- 
gress wasn't  in  session. 

It  was  a  seven-point  agreement  which  laid  the  groundwork  for  a 
procedure  for  resolving  all  disputes. 

The  Presidential  Emergency  Board  was  created  by  the  President 
in  May  of  1990.  The  Emergency  Board  lasted  almost  nine  months, 
concluding  its  report  on  January  15th,  1991.  During  that  time, 
there  was  considerable  discussion,  which  the  National  Mediation 
Board  was  involved  in,  in  terms  of  mediating  resolutions  to  health 
and  welfare  and  wage  and  rule  disputes,  and  we  had  some  success 
in  bringing  the  parties  a  lot  closer  together. 

After  January  15th,  when  the  Emergency  Board  report  came  out, 
the  Board  was  heavily  engaged  in  working  with  the  parties  to  try 
to  reach  agreements,  using  the  Emergency  Board  report  as  a  basis 
for  settlement,  for  discussions. 

The  Board  was  able  to  obtain  extensions  from  the  parties  to  get 
over  the  hump  of  the  Persian  Gulf  War,  as  well  as  to  allow  time 
for  further  discussions. 

By  April  17,  three  agreements  were  in  place.  Three  of  the  10 
unions  had  reached  agreements  with  the  98  carriers  involved  in  na- 
tional handling,  which  account  for  90  percent  of  all  freight  rail  car- 
loading  in  the  U.S.  The  other  seven  unions,  unfortunately,  were 
not  able  to  reach  agreements;  five  of  those  seven  negotiated  as  a 
group  called  shop  craft  unions. 

The  unions  exercised  their  right  under  the  law  to  strike  and 
struck  on  the  17th  of  April.  Congress,  as  I  am  certain  you  are 
aware,  got  involved  in  the  dispute  at  that  time  and,  finding  the 
overriding  public  interest  required  that  transportation  move  and 
that  the  strike  be  ended,  legislated. 

RAILWAY  LABOR  ACT  PROCEDURES 

Mr.  Early.  We  know  that.  It  took  three  years  to  get  to  the  point 
where  negotiations  finally  failed,  and  the  strike  occurred.  Does  the 
Railway  Labor  Act  intend  the  process  to  be  drawn  out  this  long? 

Mr.  Javits.  The  Supreme  Court  has  described  the  Railway  Labor 
Act  as  almost  an  interminable  process.  I  don't  mean  to  be  facetious 
in  saying  that,  but  the  main  purpose  of  the  Railway  Labor  Act  is  to 
avoid  transportation  shutdowns  

Mr.  Early.  My  question  is,  did  the  Railway  Labor  Act  intend  the 
process  to  take  so  long? 

Mr.  Javits.  It  would  have  been  much  preferable  if  there  had 
been  agreement  by  the  time  of  1988,  when  the — when  the  contracts 
of  the  parties  were  amendable. 

Mr.  Early.  So,  the  answer  is  no?  I  mean,  the  Railway  Labor  Act 
didn't  intend  the  process  to  take  three  years  before  it  broke  down, 
did  it?  I  mean,  that  is  what  I  always  thought  we  had  mediation 
boards  for,  to  move  up  the  process  and  get  some  decisions. 

Mr.  Javits.  Well,  the  mediation  process  is  to  try  to  help  the  par- 
ties reach  agreement.  And  the  length  of  time  for  them  to  take— to 
make  agreements  is  not  as  important  under  the  Act  as  the  avoid- 
ance of  transportation  shutdowns,  which  is  the  central  purpose  of 
the  Act. 

It  is  regrettable  that  there  weren't  agreements  prior  to  1991. 
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Mr.  Early.  That  is  all  well  and  good,  but  it  was  the  Congress 
who  stopped  the  strike. 

Mr.  Javits.  Because  the  parties  weren't  able  to  come  to  agree- 
ment themselves. 

Mr.  Early.  I  would  think  we  should  be  moving  to  speed  up  this 
process.  I  mean,  you  know,  it  gets  delayed  because  no  one  wants  to 
make  decisions. 

Mr.  Javits.  Well,  the  decision  was  made  in  1990,  at  the  begin- 
ning of  1990,  with  the  facilitation  of  the  Board,  to  resolve  all  dis- 
putes in  the  industry  through  the  Emergency  Board  process,  which 
ultimately  resulted  in  legislation  which  will  avoid  such  transporta- 
tion shutdowns,  probably  until  1995. 

So,  we  didn't  have  

NATIONAL  RAILROAD  BARGAINING 

Mr.  Early.  Did  the  sheer  size  of  the  national  bargaining  prevent 
a  settlement  from  occurring  prior  to  the  strike? 

Mr.  Javits.  I  think  we  have  had  comparable  sizes  of  national 
bargaining  in  the  past.  We  have  had  all  the  unions  involved  and 
probably  a  comparable  number  of  carriers.  What  was  distinguish- 
able was  the  history  I  went  over.  The  parties  were  not  ready  to 
talk  about  the  problems. 

Mr.  Early.  Isn't  that  the  role  of  the  Mediation  Board? 

Mr.  Javits.  It  is  indeed.  We  fulfilled  our  function  in  this  way. 
These  disputes,  without  the  National  Mediation  Board,  probably 
would  have  gone  on  for  another  three  or  five  years  without  any 
resolution  or  with  multiple  strikes.  National  handling  brings  all 
the  carriers  together,  and  virtually  all  the  unions,  so  a  stoppage  in 
transportation  will  occur  once  every  five,  six,  seven  or  eight  years — 
eight  years  in  this  case — rather  than  every  other  month,  which  is 
entirely  possible. 

Mr.  Early.  When  do  you  anticipate  an  agreement  on  work  rules 
will  be  reached,  and  the  national  bargaining  be  concluded? 

Mr.  Javits.  Under  the  legislation  Congress  passed,  there  is  a  65- 
day  period  in  which  clarifications  of  the  Emergency  Board  report 
are  allowed  for  and  modifications  of  the  report,  which  go  to  a 
special  board,  are  also  allowed. 

And  at  the  end  of  those  65  days,  collective  bargaining  agree- 
ments between  the  parties  will  all  be  implemented,  absent  volun- 
tary settlements. 

Mr.  Early.  How  much  of  your  agency's  time  and  resources  have 
been  committed  to  this  large  national  bargaining? 

Mr.  Javits.  A  considerable  amount.  We  are  an  agency  of  54  em- 
ployees. We  have  17  mediators  

Mr.  Early.  Could  you  be  more  specific,  rather  than  a  consider- 
able amount?  Ten  percent,  20  percent,  30  percent? 

Mr.  Javits.  All  three  Board  members,  for  a  good  three-month 
period  of  time,  were  involved  in  daily  negotiations  between  the  par- 
ties. We  would  have  to  look  at  what  period  of  time  to  determine 
how  many  of  the  resources  of  the  Board  were  committed. 

I  would  say  that,  in  terms  of  total  amount  of  hours  expended  by 
the  Board  Members,  probably  a  good  30,  35  percent  of  the  past 
year. 
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Mr.  Early.  Provide  for  the  record  how  much  of  your  resources  of 
the  Board  were  specifically  to  this,  okay? 
[The  information  follows:] 

As  of  April  17,  according  to  Board  records,  a  total  of  273  work  days  were  spent  by 
eight  employees  in  direct  hardling  of  the  national  railroad  bargaining.  This  cost  ap- 
proximately $111,000,  salaries  and  travel  expenses  inclusive.  Other  members  of  the 
office  staff  indirectly  participated  in  the  negotiations,  and  it  would  be  difficult  to 
account  accurately  for  their  time. 

Mr.  Early.  Mr.  Pursell,  I  yield  to  you. 

Mr.  Pursell.  Like  the  chairman,  I  am  interested  in  the  media- 
tion process.  Do  you  believe  that  we  can  and  should  put  more  em- 
phasis in  Congress'  guidelines  to  give  both  parties  a  fair  opportuni- 
ty to  express  themselves?  Also,  please  tell  me  how  you  feel  about 
the  idea  of  setting  timetables  for  negotiations. 

Mr.  Javits.  A  shorter  timetable  could  leave  Congress  with  more 
work  rather  than  less  work.  A  shorter  timetable  might  provide 
Congress  with  more  strikes  and  multiple  strikes,  rather  than  the 
one  big  event,  if  you  will,  every  four  or  five  years. 

Mr.  Pursell.  Was  this  strike  germane  to  what  we  call  Class  I, 
that  handle  90  percent  of  our  freight? 

Mr.  Javits.  This  national  round,  all  13  Class  I  carriers,  which 
handle,  as  you  say,  over  90  percent  of  the  freight,  were  involved,  as 
well  as  over  80  more  railroads. 

Mr.  Pursell.  How  many  unions  did  you  have  involved? 

Mr.  Javits.  Ten  unions  were  involved.  Only  one  union  stayed 
out. 

Mr.  Pursell.  Are  there  legislative  remedies  that  should  be  con- 
sidered by  Congress  to  expedite  or  prevent  the  elongated  negotia- 
tions, in  your  opinion? 

Mr.  Javits.  There  are,  again,  theoretically— and  I  wouldn't  advo- 
cate one  remedy  or  another,  but  theoretically,  in  labor  law  there 
are  those  kinds  of  remedies  to  avoid  elongated  negotiations.  One  is 
to  operate  much  as  the  National  Labor  Relations  Board  does — 
when  a  contract  expires,  the  parties  have  an  immediate  right  to 
self-help.  The  union  can  go  on  strike  and  carriers  can  implement 
new  hours,  wages  and  working  conditions. 

Another  remedy  used  by  State  and  municipal  governments  for 
police  and  fire  and  even  Federal  employees  is  that  there  is  no  right 
to  strike.  And  there  is  binding  arbitration  on  the  outstanding  dis- 
putes of  the  parties. 

The  law  was  not  set  up  in  that  way.  The  law  was  set  up  to  allow 
for  self-help,  ultimately,  by  the  employees  and  the  carriers.  But  the 
law  has  a  great  bias  and  prejudice  against  that  kind  of  self-help, 
because  it  puts  the  parties  through  all  kinds  of  locks  and  channels 
and  elongated  time  periods  to  push  them  and  even  coerce  them 
into  reaching  agreements. 

Ultimately,  if  they  don't  reach  an  agreement,  the  parties  do  have 
a  right  to  self-help. 

Mr.  Pursell.  When  does  it  go  to  the  Mediation  Board? 

Mr.  Javits.  After  the  first  year  of  direct  negotiations  between 
the  parties  without  the  National  Mediation  Board's  involvement, 
the  parties  were  unable  to  come  to  an  agreement. 

Mr.  Pursell.  You  have  been  involved  in  this  for  two  years? 
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Mr.  Javits.  That  is  correct.  At  that  point,  I  immediately  got — 
became  personally  involved  and  sat  down  with  all  the  representa- 
tives of  the  railroads  and  the  unions  and  discerned  what  their  pro- 
cedural hang-up  was,  in  essence  that  the  carriers  were  unwilling  to 
talk  about  wages  and  rules,  and  talk  just  about  health  and  welfare, 
and  the  unions  wouldn't  talk  about  health  and  welfare  without 
talking  about  wages.  They  saw  it  as  a  trade-off. 

After  trying  to  get  some  movement  on  the  threshold  issue  of 
health  and  welfare,  we  discovered  the  parties  were  utterly  unable 
to  come  to  an  agreement  for  the  reasons  I  gave,  and  we  developed  a 
procedural  arrangement. 

Mr.  Pursell.  You  really  can't  exercise  a  prerogative  to  

Mr.  Javits.  We  can  write  the  parties'  contract  for  them.  We  rec- 
ommend binding  arbitration,  and  we  did.  We  proffered  arbitration, 
but  it  takes  both  sides  to  agree  to  arbitration  before  arbitration  is 
had.  Without  both  sides  agreeing,  there  is  no  force  or  power  under 
the  law  that  enables  us  to  force  arbitration  on  the  parties. 

We  did,  and  were  able  to  put  this  dispute  into  a  context,  into  a 
procedure  for  ultimate  resolution,  which  we  did.  Did  the  parties 
use  that  procedure  to  reach  voluntary  agreements  themselves? 
They  didn't.  There  was  a  strike  lasting  less  than  24  hours. 

Congress  saw  fit,  looking  at  the  public  interest,  looking  at  the 
economy,  for  a  variety  of  other  reasons,  decided  not  to  let  the  par- 
ties use  self-help  for  any  longer  period  of  time,  and  rather,  to 
impose  a  final  resolution. 

MEDIATION  PROCESS 

Mr.  Pursell.  Let  me  go  back  and  ask  now,  at  this  point,  is  it  ap- 
propriate for  you  to  think  there  is  any  way  to  put  more  teeth  into 
our  mediation  process  here? 

Mr.  Javits.  I  just  suggested  the  two  options  that  could  be  used, 
are  used  in  other  labor  laws,  but  the — I  would  not  choose  to  recom- 
mend a  change  in  the  statute,  that  is  up  to  Congress.  As  a  media- 
tor and  as  a  neutral,  I  would  be  taking  sides  with  one  side  or  the 
other  if  I  made  a  recommendation. 

Mr.  Pursell.  You  were  in  the  process  for  a  long,  extended  period 
of  time  without  resolution,  and  it  ultimately  had  to  come  to  Con- 
gress. I  think  the  point  of  the  Mediation  Board  was  to  help  move 
this  process  along. 

You  have  some  vacancies  in  your  Department  now;  is  that  cor- 
rect? I  saw  your  budget  figure  of  90-some — you  asked  for  some 
money  to  replace  personnel? 

Mr.  Javits.  We  have  an  FTE  complement  of  58  employees.  We 
currently  have  54  employees. 

Let  me  just  add,  if  I  could,  Mr.  Congressman,  that  the  National 
Mediation  Board  historically,  in  the  over  10,000  cases  we  handled 
in  our  55-year  history,  has  been  successful  in  over  99  percent  of  our 
cases.  And  if  you  look  

Mr.  Pursell.  But  not  the  big  one. 

Mr.  Javits.  We  have  had  a  lot  of  big  ones  we  have  been  success- 
ful in,  too.  Just  this  year,  the  United  pilots  and  American  pilots 
were  going  to  a  showdown,  which,  with  the  help  of  the  Mediation 
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Board,  and  I  think  the  parties  acknowledged  that  help,  they  were 
able  to  avoid. 

That  could  have  had  quite  a  traumatic  effect  on  the  airline  in- 
dustry. 

Mr.  Pursell.  You  probably  have  a  better  track  record  than  we 
have.  We  can't  get  the  budget  passed  on  time. 
The  vacancy,  your  request  to  fill  that,  to  go  back  to  the  FTE  of 

58? 

Mr.  Javits.  We  have  maintained  an  FTE  of  58  for  over  10  years 
now.  Right  now,  we  are  unable  to  fund  more  than  54  employees. 

COMPUTERIZATION 

Mr.  Pursell.  How  about  the  issue  of  computerization  and  mod- 
ernization? Where  are  you  on  that? 

Mr.  Javits.  I  think  we  have  done  very  well  on  that.  We  have, 
over  the  years,  updated,  upgraded,  expanded  our  systems,  our  ca- 
pacities. We  are  very  modern.  We  have  a  local  area  network  which 
is  the  very  latest  thing  in  computer  technology,  enabling  the  medi- 
ators to  talk  to  the  Board  and  each  other  to  get  information. 

We  just  installed  that,  and  we  are  

Mr.  Pursell.  State  of  the  art. 

Mr.  Javits.  We  are  very  much  on  top. 

Mr.  Pursell.  From  the  previous  to  the  current  state  of  the  art, 
do  you  feel  you  are  more  efficient? 

Mr.  Javits.  Absolutely.  We  are  able  to  handle  much  more  work 
as  a  result  of  having  the  system  that  we  do  have  in  place,  turning 
out  our  decisions,  exchanging  information,  all  the  paperwork  we 
have  got  is  much  more  efficiently  handled;  statistics  and  research 
that  is  done,  as  well  as  the  word  processing  is  very  efficient. 

We  are  comfortable  with  what  we  have. 

Mr.  Pursell.  Do  you  lease  or  own  your  own  equipment? 

Mr.  Javits.  We  own  our  own  equipment,  and  we  have  service 
contracts. 

Mr.  Pursell.  Okay. 

Thank  you,  Mr.  Chairman.  Thank  you. 

MEDIATION  PROCESS 

Mr.  Early.  Mr.  Javits,  just  one  philosophical  question.  When  the 
railroad  companies  suggests  this  is  off  the  table — I  would  expect 
the  Mediation  budget  to  come  in  and  say  everything  is  on  the 
table.  I  can't  understand  why  it  takes  so  long. 

Mr.  Javits.  We  can  certainly  suggest.  The  parties  can  look  at 
each  other  and  not  agree. 

Mr.  Early.  How  can  one  side  say  an  issue  is  off  the  table  if  he 
doesn't  like  it? 

Mr.  Javits.  The  history  is  a  very  interesting  one,  and  I  can  go 
into  it  if  you  want. 
Mr.  Early.  No,  no. 

Mr.  Javits.  It  takes  at  least  two  years  to  understand. 
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LOCAL  RAILROAD  BARGAINING 

Mr.  Early.  Can  you  give  us  some  sense  of  the  numbers  and 
timing  of  local  bargaining  cases  which  you  expect  to  be  involved  in 
when  the  national  bargaining  is  finally  concluded? 

Mr.  Javits.  If  the  President  appoints  members  of  the  special 
board,  national  bargaining  should  be  completed  within  65  days. 
Twenty-five  cases  that  we  have  pending  will  be  closed  as  a  result  of 
that. 

In  addition,  we  have  about  79  cases  related  to  national  handling. 
That  is,  they  are  cases  filed  locally  on  different  properties  which 
are  related  to  national  handling,  are  really  pending  the  resolution 
of  national  handling. 

Some  of  those  may  be  closed  because  the  local  bargainers  may 
decide  national  handling  resolution  of  the  issues  obviated  the  ne- 
cessity of  their  negotiating  further. 

Some  of  those  will  probably  continue  as  active  cases,  and  we 
hope  to  resolve  those  in  due  course. 

Mr.  Early.  Does  your  1992  budget  contain  sufficient  resources  to 
handle  these  additional  mediation  cases? 

Mr.  Javits.  Yes,  it  does.  We  are  looking  towards  being  able  to 
handle  our  cases  efficiently  within  the  1992  budget,  given  the  fact 
we  will  be  able  to  hire  one,  two  or  three  more  mediators,  which  we 
do  need. 

Currently,  although  we  are  handling  and  on  top  of  our  caseload, 
we  have  some  cases  docketed  with  us  for  mediation  which,  unfortu- 
nately, we  don't  have  enough  mediator  time  to  attend  to.  But  we 
hope  with  the  1992  budget  we  will  be  able  to  hire  and  at  least  have 
mediators  on  the  properties  in  those  cases. 

We  are  also  looking  towards  the  more  long-term  future  when 
this  contract  round  ends  in  1995.  There  is  always  the  possibility 
that  national  handling  will  break  up.  If  that  should  happen,  we 
will  have  geometrically  increased  numbers  of  cases  before  us,  mul- 
tiply 10  unions  times  the  98  carriers,  and  get  a  figure  of  almost 
1,000  cases  that  may  well  be  on  our  plate. 

Mr.  Early.  Do  we  have  monies  budgeted  to  handle  that? 

Mr.  Javits.  We  have  money  in  this  budget  for  1992  and  1993  to 
handle  all  current  matters. 

airline  industry 

Mr.  Early.  Can  you  discuss  for  the  committee  the  recent  changes 
in  the  airline  industry  and  its  impact  on  the  number  and  nature  of 
mediation  and  representation  cases  in  which  you  are  involved? 

Mr.  Javits.  In  the  airline  industry,  Mr.  Congressman,  we 
have  

Mr.  Early.  I  am  trying  to  get  to  the  number  and  nature  of  the 
mediations,  to  get  to  where  we  go  with  the  budget. 

Mr.  Javits.  We  have  over  300  mediation  cases  involved  in  the 
railroad  industry,  and  considerably  less,  approximately  50,  in  the 
airline  industry  right  now.  Those  cases,  however,  can  be  very  time- 
consuming. 

For  instance,  the  case  involving  American  Airlines  and  their 
pilots  required  the  services  of  one  of  our  most  senior  mediators  full- 
time  for  a  year  before  an  agreement  was  obtained. 
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DEREGULATION 

Mr.  Early.  Will  the  effects  of  deregulation  of  the  airline  and 
railroad  industry  on  your  workload  eventually  subside,  or  do  you 
anticipate  your  workload  in  future  years  will  continue  to  climb? 

Mr.  Javits.  Our  caseload  stays  

Mr.  Early.  I  would  like  to  have  a  yes  or  no. 

Mr.  Javits.  I  can't  see  a  decline  coming.  We  have  had  a  fairly 
static  caseload  over  the  past  seven  or  eight  years,  and  I  can  see 
that  continuing. 

CASELOAD 

Mr.  Early.  Can  you  tell  us  the  number  of  mediation  and  repre- 
sentation cases  you  currently  have  open,  and  give  us  the  split  be- 
tween the  railroad  and  airline? 

Mr.  Javits.  Our  total  mediation  caseload  right  now  is  363  rail- 
road cases  and  47  airline  cases  and  the  representation  caseload 
which  includes  cases  under  investigation  for  appropriate  handling, 
is  24  railroads  cases  and  14  airline  cases. 

Mr.  Early.  That  is  fine. 

Now  that  you  are  midway  through  the  year,  are  the  1991  and 
1992  mediation  and  representation  caseload  estimates  that  are  in- 
cluded in  your  budget,  in  your  professional  opinion,  still  accurate? 

Mr.  Javits.  I  believe  they  are.  It  is  hard  to  predict  what  our  case- 
load will  be. 

staffing 

Mr.  Early.  In  total,  how  many  staff  do  you  currently  have  on 
board? 

Mr.  Javits.  Fifty-four  current  staff. 

Mr.  Early.  Your  budget  request  in  your  statement  requests  fund- 
ing to  support  four  additional  positions.  How  will  these  positions  be 
used? 

Mr.  Javits.  Our  request  is  for  58  FTEs,  which  is  what  we  have 
been — what  we  have  had  for  the  last,  at  least  10  years.  We  have 
currently  54  employees,  so  we  will  be  able  to  hire  four  employees 
which  we  need. 

Mr.  Early.  How  will  these  positions  be  used? 

Mr.  Javits.  We  have  a  need  for  one  Assistant  Executive  Director, 
the  assistant  to  Mr.  Gill's  position  is  open  currently,  and  we  are 
looking  for  that. 

Mr.  Early.  Excuse  me?  If  it  is  open,  why  do  we  need  an  addition- 
al one? 

Mr.  Javits.  It  is  not  an  additional  one.  We  have  four  positions 
that  are  unfilled  currently,  and  one  would  be  the  Assistant  to  the 
Executive  Director.  The  other  would  be  a  Research  Assistant,  and 
then  we  would  have  either  one  or  two  additional  mediators,  or  if 
we  find  

Mr.  Early.  They  are  not  for  additional,  they  are  just  for  vacan- 
cies? 

Mr.  Javits.  That  is  correct. 
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HEADQUARTERS  RELOCATION 

Mr.  Early.  Can  you  tell  us  why  you  are  relocating  your  head- 
quarters and  what  your  plans  are  for  consolidating  the  Chicago 
and  Washington  offices? 

Mr.  Javits.  We  have  currently  11  of  our  54  employees  in  Chicago 
in  our  Chicago  office.  That  Chicago  office  handles  only  section  3 
matters,  arbitration  matters  under  the  Railway  Labor  Act.  It  is  in- 
volved in  support  services  for  the  provision  of  arbitration  for  the 
railroad  industry,  exclusively. 

We  are  considering  moving  that  office  to  consolidate  their  func- 
tions with  the  Washington,  D.C.  offices.  The  reason  for  that  is 
three-fold:  First,  we  have  redundant  employees  currently  in  Chica- 
go as  a  result  of  our  ADP  efforts.  We  have  computerized  the  thou- 
sands of  arbitration  cases  for  the  first  time  in  the  last  two  years,  so 
we  can  identify  the  cases  that  we  have. 

And  that  has  been  done  over  the  last  two  years,  with  great  help 
and  contribution  of  the  Chicago  office,  but  we  can  now  handle 
much  of  that  business  out  of  the  Washington  office,  and  we  esti- 
mate we  will  be  able  to  reduce  the  staff  by  approximately  five  em- 
ployees, and  it  makes  a  lot  more  sense  to  have  that  work  consoli- 
dated at  one  location  for  work  efficiency  purposes. 

Mr.  Early.  When  will  the  move  occur? 

Mr.  Javits.  Probably  next  summer,  the  summer  of  1992,  given 
the  fact  that  the  Chicago  lease  is  up  and  GSA  will  not  allow  us  to 
stay  in  that  current  location.  And  our  lease  in  Washington  for  the 
National  Mediation  Board  also  expires  next  summer,  so  it  makes 
sense  to  target  next  summer  as  the  time  for  consolidation  and  the 
move. 

Mr.  Early.  How  many  employees  will  potentially  be  relocated 
from  Chicago? 

Mr.  Javits.  We  would  like  to  provide  the  opportunity  for  as 
many  employees  in  that  Chicago  office  who  want  to  move  to  Wash- 
ington as  possible. 

Mr.  Early.  Is  that  practical  when  you  are  talking  about  the  com- 
puter people,  as  far  as  dollar-wise? 

Mr.  Javits.  I  would  estimate  at  least  half  of  them  will  not  want 
to  move  to  Washington.  We  will  have  a  need  for  approximately 
half  those  employees,  and  we  would  be  able  to  employ  them  in 
Washington  should  they  want  to  move. 

Mr.  Early.  As  far  as  the  six  who  would  be  coming  back  here,  do 
we  know  whether  the  six  are  going  to  be  able  to  actually  do  that, 
or  are  we  actually  firing  six  people? 

Mr.  Javits.  We  are  hoping  not  to  fire  anybody.  Several  of  them 
are  eligible  for  retirement.  I  believe  more  than  half  are  eligible  for 
retirement  right  now.  We  would  help  facilitate  their  finding  other 
Federal  Government  jobs,  if  it  comes  to  that. 

They  are  essentially  clerical  workers  who  we  hope  we  will  be 
able  to  place,  and  we  have  got  enough  lead  time  to  help  facilitate 
that. 

Mr.  Early.  I  appreciate  that.  What  is  the  estimated  cost  of  the 
relocation,  and  when  will  these  funds  be  needed? 

Mr.  Javits.  Well,  the  funds  are  going  to  be  needed  in  fiscal  year 
1993  for  our  move.  We  estimate  we  will  be  able  to  hold  over  for  a 
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few  months  from  the  summer  of  1992  in  our  current  location,  and 
we  don't  anticipate  the  GSA  will  find  a  consolidated  location  for  us 
until  some  time  in  the  fall  of  1993. 

Mr.  Early.  So,  there  is  no  money  in  this  budget  for  it? 

Mr.  Javits.  That  is  correct. 

Mr.  Early.  Do  the  carrier  or  employee  organizations  object  to 
your  moving  the  Adjustment  Board  out  of  Chicago? 

Mr.  Javits.  We  are  not  moving  the  Adjustment  Board  out  of  Chi- 
cago. There  are  three  arbitration  boards  that  we  handle  under  sec- 
tion 3  of  our  budget:  Special  Boards  of  Adjustment,  Public  Law 
Boards,  and  the  National  Railroad  Adjustment  Board.  The  Nation- 
al Railroad  Adjustment  Board  is  an  independent  board,  we  provide 
some  support  services  for  it. 

We  are  moving  the  support  functions  for  the  Public  Law  Boards 
and  Special  Boards  of  Adjustment  to  Washington.  It  will  make 
some  sense,  and  we  have  urged  the  parties  to  consider  moving 
some  of  their  National  Railroad  Adjustment  Board  functions  to 
Washington,  just  in  order  to  coordinate  that — their  work. 

Mr.  Early.  That  is  a  little  confusing  in  the  justifications,  okay, 
so  will  you  clarify  it  for  the  record?  Put  that  in  the  record,  but 
make  sure  you  get  it  to  staff. 

Mr.  Javits.  Certainly  will. 

[The  information  follows:] 
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Section  153  of  the  Railway  Tabor  Act  provides  three  forums  for 
the  adjustment  of  railroad  grievances:  the  National  Railroad 
Adjustment  Board,  Special  Boards  of  Adjustment  and  Public  law  Boards. 

Currently  five  National  Mediation  Board  (NMB)  employees  are 
directly  involved  with  the  administrative  support  of  the  National 
Railroad  Adjustment  Board  whose  members,  appointed  by  railroad 
carriers  and  organizations,  meet  in  U.S.  government  space  to  handle 
and/or  dispose  of  14  percent  of  all  disputes.  Six  other  NMB  employees 
administer  the  appointment  of  neutral  referees  to  all  three  tribunals. 
In  addition  to  this  administrative  support,  the  NMB  funds  the  salaries 
and  travel  expenses  of  neutral  referees  who  resolve  cases  before  the 
three  boards.  The  differences  of  the  three  tribunals  are  outlined  in 
the  schematic  below. 


GRIEVANCE  MACHINERY  FOR  RAILROADS  UNDER  THE  RAILWAY  LABOR  ACT 


RAILROAD  EMPLOYEE  FILES 
A  GRIEVANCE 


GRIEVANCE  SETTLED 
ON  PROPERTY 


UNRESOLVED  GRIEVANCES 
REFERRED  TO  SEPCIFIC  TRIBUNAL 
DETERMINED  BY  PARTIES 


NATIONAL 
RAILROAD  ADJUSTMENT 
BOARD 

Established  in  1934. 
Four  Divisions  divided 
by  type  of  work  in- 
volved. Headquarters 
in  Chicago,  IL.  34 
members  1/2  paid  by 
labor  -  1/2  paid  by 
carriers.    This  is  the 
only  tribunal  that 
will  handle  a  case  of 
an  employee  who  elects 
to  be  represented  by 
someone  other  than 
his/her  union.  FY 
1992  appropriation 
request:  $767,000 
to  handle  14  percent 
of  cases. 


SPECIAL 
BOARD 
OF  ADJUSTMENT 

First  Board 
established  in 
1949.  Usually 
one  organization 
and  one  carrier. 
C£)ix3jrrence  of 
both  parties 
required  to  es- 
tablish.   Must  be 
set  up  by  elected 
bargaining  rep- 
resentative and 
a  rail  carrier. 
FY  1992  appro- 
priation request: 
$443,000  to 
handle  25  percent 
of 


PUBLIC  LAW  BOARD 
ON 

PROPERTY  OF  CARRIER 

First  Board  estab- 
lished in  1966.  One 
organization  and  one 
carrier.  Either  party 
may  establish  board 
without  <x>rK2urrence 
of  the  other.  Must  be 
set  up  by  elected 
bargaining  represen- 
tative and  a  rail 
carrier.  NMB  appoints 
Partisan  and  Pro- 
cedural Neutrals  when 
requested.    FY  1992 
appropriation 
request:  $1,077,000 
to  handle  61  percent 
of 


After  deadlock,  parties  may  request  NMB  to  appoint  a  Neutral 
jointly  agreed  to  by  the  parties.    If  unable  to  agree  on  a  par- 
ticular Neutral,  either  party  may  request  NMB  to  select  and 
appoint  a  Neutral. 
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GRIEVANCE  BACKLOGS 

Mr.  Early.  What  improvements  have  been  made  to  reduce  griev- 
ance backlogs  and  lower  Federal  costs  of  the  employees'  griev- 
ances? 

Mr.  Javits.  The  National  Mediation  Board  has  made  consider- 
able strides,  especially  since  1986,  to  reduce  the  backlog.  We  got  to- 
gether a  Labor-Management  Committee  at  that  time,  which  made 
recommendations.  Those  recommendations  were  submitted  to  Con- 
gress, and  the  National  Mediation  Board  has  been  trying  to  imple- 
ment those  recommendations  ever  since. 

And  we  have  been  relatively  successful  with  it.  We  have  uniform 
rules  at  the  National  Railroad  Adjustment  Board.  We  have  reduced 
the  time  it  takes  for  an  arbitrator  to  decide  a  case  from  an  average 
of  three  days  to  one  day. 

We  have  required  the  parties  to  screen  all  their  cases,  which  has 
reduced  the  backlog  20,000  cases  to  approximately  6,000  cases. 

We  are  urging  them  to  continue  to  screen  their  cases,  to  review 
cases,  to  prioritize  cases  so  that  out-of-service  cases  will  be  handled 
first,  to  use  expedited  boards.  To  use  precedent — something  that 
the  parties  have  been  extremely  reluctant  to  use  in  the  past,  but  to 
use  precedent  in  order  to  eliminate  the  hundreds  and  sometimes 
thousands  of  work  rule  cases  that  are  virtually  identical  which  are 
continually  filed. 

Mr.  Early.  Do  you  have  resources — sufficient  resources  to  proc- 
ess your  railroad  grievance  cases  in  this  budget  request? 

Mr.  Javits.  Yes,  we  do. 

Mr.  Early.  Do  the  other  two  members  agree  with  that? 
Mr.  Cleary.  Yes. 
Miss  Madigan.  Yes. 

Mr.  Early.  You  intend  to  use  $50,000  to  test  the  viability  of  a 
special  tripartite  tribunal  for  the  adjustment  of  rail  grievances. 
How  much  of  an  impact  might  this  approach  have  on  your  further 
workloads? 

Mr.  Javits.  I  think  it  will  have  considerable  effect.  If  the  parties 
agree  it  could  eliminate,  as  I  say,  thousands  of  cases,  there  are 
some  unions  which  file  literally  thousands  of  cases.  We  have  one 
case  in  which  a  general  chairman  is  filing  1,000  cases  a  month,  and 
he  represents,  I  believe,  less  than  50  employees.  Those  cases  often 
deal  with  the  precise  same  rule,  which  are  filed  over  and  over  and 
over. 

If  the  parties  could  agree  to  a — to  using  precedent  in  those  cases, 
we  would  eliminate  a  great  number  of  the  cases  we  have.  The  Na- 
tional Mediation  Board  cannot  control  the  filing  of  cases,  which 
cases  are  filed,  or  which  cases  are  heard,  but  we  can  certainly  urge 
the  parties  in  the  strongest  manner  possible  to  use  a  system  to 
avoid  the  repetitious  hearing  of  claims. 

Mr.  Early.  Is  there  cost  to  the  Board  of  each  one  of  those  par- 
ticular filings? 

Mr.  Javits.  There  certainly  is. 

Mr.  Early.  Would  you  provide  for  the  record  what  is  the  cost  of 
each  one  of  those,  and  provide  a  recommendation  to  reduce  that 
type  of  thing. 

Mr.  Javits.  Yes. 
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[The  information  follows:] 

Our  analysis  of  costs  incurred  by  the  government  in  the  settlement  of  railroad 
grievances  under  section  153  of  the  Railway  Labor  Act  during  FY  1990  is  as  follows: 


Forum 

Cases  closed 
by  referee 

Cost  per  case 

1.  National  Railroad  Adjustment  Board  

  622 

$1,130 

2.  Public  Law  Boards/Special  Boards  of  Adjustment  

  3,969 

415 

The  National  Mediation  Board  is  recommending  the  use  of  special  boards  with 
three  arbitrators  to  decide  cases  involving  issues  that  are  repeatedly  arbitrated.  If 
the  decision  of  the  three  arbitrators  is  unanimous,  it  would  be  binding  on  the  par- 
ties without  further  arbitration  until  the  terms  of  the  controlling  collective  bargain- 
ing agreement  are  changed.  We  have  also  recommended  that  the  parties  screen 
cases  through  an  independent  labor  management  group  before  progressing  cases  to 
arbitration. 

Mr.  Early.  Chairman  Natcher? 
Mr.  Natcher.  No  questions. 

Mr.  Early.  Mr.  Javits,  thank  you  for  your  testimony,  and  thank 
the  other  members. 
The  committee  will  recess  until  2  p.m. 

[Questions  and  answers  for  the  record  and  the  justifications 
follow:] 
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The  following  questions  were  submitted  to  be  answered  for  the 
record: 

Mr.  Natcher:    Provide  a  five-year  table  reflecting  the  amount 
of  the  contingency  appropriated  and  lapsed.    Include  your  most 
recent  1991  estimate. 

Mr.  Javits:    The  funding  for  emergency  boards  and  arbitration 
boards  during  fiscal  years  1986  through  1991  is  as  follows  in 
thousands  of  dollars.    The  estimate  for  FY  1991  includes  the  cost 
that  might  be  incurred  by  the  Special  Board  mandated  by  Congress  as 
a  result  of  the  nationwide  railroad  strike.    For  comparison,  the 
Presidential  Emergency  Board  No.  219  cost  approximately  $170,000. 


EB/ARB  FY  1986  FY  1987  FY  1988  FY  1989  FY  1990  FY  1991 

Funding  Actual  Actual  Actual  Actual  Actual  Estimate 

Received..       584          559          569  577  577  563 

Lapsed              458          432          472  507  435  300 


Mr.  Natcher:    The  railroad  industry  is  the  only  private  indus- 
try for  which  the  Federal  government  finances  the  adjustment  of 
employee  grievances.    In  the  past  55  years,  $59  million  has  been 
used  to  arbitrate  over  200,000  disputes.    Since  grievance  arbitra- 
tion is  essentially  a  free  resource,  is  there  a  tendency  to  over-use 
or  even  abuse  the  service? 

Mr.  Javits:    We  believe  this  might  be  the  case.    However,  the 
parties  also  incur  costs  in  connection  with  the  adjustment  of 
employee  grievances,  such  as,  the  cost  of  preparing  submissions  and 
exhibits,  and  personnel  and  travel  costs  incurred  by  labor  and 
carrier  members  in  attending  and  presenting  arguments  at  hearings. 

Seme  of  the  parties  are  fully  aware  that  the  so-called  free 
arbitration  is  not  as  free  as  it  appears,  and  are  actively  cooperat- 
ing in  trying  to  economize. 

Also,  some  observers  assert  that  government  funding  of  arbitra- 
tion was  provided  in  exchange  for  the  unions  giving  up  their  right 
to  strike  over  minor  grievances.    In  that  sense,  government  funding 
of  arbitration  has  saved  the  public  from  disruptions  to  commerce  and 
associated  expenses  as  a  result  of  avoiding  strikes. 

Mr.  Natcher:  Provide  revised  caseload  projections  for  1991  and 
1992  if  significantly  changed  from  your  original  estimates. 

Mr.  Javits:    The  requested  information  follows.    Please  keep  in 
mind  that  because  of  national  handling,  railroad  cases  have  taken 
longer  to  resolve  than  originaly  estimated  and  that  effect  has 
delayed  other  related  cases. 
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Mediation  Caseload 


 FY  1991   FY  1992 

Original       Revised  Original 

Projection  Projection  Projection 

Received                 280              125  150 

Resolved                300              150  175 


Representation  Caseload 


 FY  1991    FY  1992  

Original     Revised  Original  Revised 

Projection  Projection  Projection  Projection 

Received   80  70  80  70 

Resolved   80  70  80  70 
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JUSTIFICATION  OF  THE  BUDGET  ESTIMATES 

NATIONAL  MEDIATION  BOARD 
SALARIES  AND  EXPENSES 
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NATIONAL  MEDIATION  BOARD 
SALARIES  AND  EXPENSES 


For  expenses  necessary  to  carry  out  the  provisions  of  the 
Railway  Labor  Act,  as  amended  (45  U.S.C.  151-188),  including 
emergency  boards  appointed  by  the  President,  [$6,675,000] 
$7.008.000. 


1 . 
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NATIONAL  MEDIATION  BOARD 
SALARIES  AND  EXPENSES 
Amounts  Available  for  Obligations 


1991  1992 

Estimate  Estimate 

Appropriation  or  estimate                                  6,675,000  7,008,000 

Reduction  pursuant  to  PL  101-517   161,000   


Total  amount  available  for  obligations..       6,514,000  7,008,000 


2. 
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SALARIES  AND  EXPENSES 

Obligations  by  Activity 
(in  thousands  of  dollars) 


1991  1992  Change 

FTE      Amt.       FTE       Amt.       FTE  Amt. 

1.  Mediatory  services....     47       3,773       47       4,221       ..  448 

2 .  Voluntary  arbitration 

and  emergency  dis- 
putes  563       ..  500       ..  -63 

3.  Adjustment  of  rail- 

road grievances: 

Referee  services   1,561       ..       1,620       ..  59 

Administrative  costs..     11  617       11  667       ..  50 


58       6,514       58       7,008        ..  494 


3. 
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SALARIES  AND  EXPENSES 
Summary  of  Changes 

Revised 

FTE  Amount 

1991  Appropriation                                                      58  6,514,000 

1992  Estimate                                                               58  7,008,000 

Total  Change                                                               ..  494,000 


 Change  

FTE  Amount 


National  Mediation  Board 
Activity  1;     Mediatory  Services 

Increases: 

To  provide  for  full  year  cost  of  the 
1991  general  and  executive  pay 

raises   ..  50,000 

To  provide  for  cost  of  the  1992  general 

pay  raise   ..  84,000 

To  provide  for  full  year  cost  of  within- 

grade  promotions  effective  in  1991   ..  4,000 

To  provide  for  net  cost  of  within-grades , 
merit  pay  and  promotions  becoming 

effective  in  1992   ..  24,000 

To  restore  salaries  for  vacancies   ..  119,000 

To  provide  for  extra  day  of  pay  in  1992 —         ..  10,000 

To  provide  for  increased  cost  of 

benefits  due  to  pay  raises  and  other 

personnel  actions   ..  37,000 

To  provide  for  increase  in  awards   ..  9,000 

To  increase  travel  funds   ..  25,000 

To  provide  for  increase  in  postage 

and  telecommunications  cost   ..  18,000 

4. 
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 Change  

FTE  Amount 


To  provide  for  increase  in  cost  of 

printing   4,000 

To  provide  for  ADP  time  sharing, 
software  development  and  equipment 

maintenance   ..  33,000 

To  provide  for  increase  in  supplies   ..  3,000 

To  provide  for  purchase  of  equipment   ..  28,000 

Total  Increases   ..  448,000 

Total  Change  for  Mediatory  Services   ..  448,000 


 Change  

FTE  Amount 


National  Mediation  Board 
Activity  2 ;     Voluntary  Arbitration 
and  Emergency  Disputes 

Decrease; 

To  reduce  contingency  fund  for 

arbitration  and  emergency  boards   ..  63,000 

Total  Decreases   ..  63,000 

Total  Change  for  Voluntary  Arbitration 

and  Emergency  Boards   ..  63,000 


 Change  

FTE  Amount 

National  Mediation  Board 
Activity  3:     Adjustment  of  Railroad 
Grievances 

Increases; 


To  provide  for  full  year  cost  of  1991 

and  1992  pay  raises   ..  16,000 

To  provide  for  the  net  cost  of  within- 

grades  effective  in  1992   ..  1,000 
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 Change  

FTE  Amount 

To  provide  for  increase  of  referee  days..  ..  40,000 

To  provide  for  increased  cost  of 

personnel  benefits   ..  4,000 

To  provide  for  increase  in  travel 

costs  of  referees   ..  20,000 

To  provide  for  increased  cost  of  rent 

based  on  estimate  provided  by  GSA   ..  11,000 

To  provide  for  increased  cost  of 

duplication  and  telecommunications....  ..  9,000 

To  provide  for  increase  in  training 

and  equipment  maintenance   ..  2,000 

To  provide  for  increased  cost  in 

supplies   .  .  1, 000 

To  provide  for  purchase  of  equipment....  ..  5,000 

Total  Increases   ..  109,000 

Total  Change  for  Adjustment  of  Railroad 

Grievances   ..  109,000 

Total  Change  for  all  activities   ..  494,000 


6. 
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SALARIES  AND  EXPENSES 

Obligations  by  Object 
(in  thousands  of  dollars) 


Activities  1,  2  and  3 
(Consolidated) 

1991 
Est . 

1992 
Est . 

Change 

1991/ 

1992 

Total 

number  of  permanent  FTE 

58 

58 

Personnel  compensation: 

11.1 

2 , 804 

3  ,  102 

298 

11 . 5 

Other  personnel 

z  o 

11.8 

Special  personal 

1,776 

1,760 

-16 

Total  personnel 

4,597 

4,888 

291 

12.1 

Civilian  personnel 

496 

543 

A  7 

21.0 

Travel  and  transportation 

538 

573 

35 

22.0 

Transportation  of  things. 

7 

7 

23.1 

Rental  payments  to  GSA. . . 

422 

433 

11 

23.3 

Communications,  utilities 

193 

225 

32 

24.0 

Printing  and  reproduction 

54 

58 

4 

25.0 

162 

199 

37 

26.0 

Supplies  and  materials... 

45 

49 

4 

31.0 

0 

33 

33 

99.0 

6,514 

7,008 

494 
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SALARIES  AND  EXPENSES 
Authorizing  Legislation 


 Budget  Request 

FY  1991  FY  1992 


Authorizing  legislation  containing 
indefinite  authority: 

The  Railway  Labor  Act, 

as  amended.  $6,514,000  $7,008,000 


8  . 
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SALARIES  AND  EXPENSES 
Appropriation  History 

Budget 

Estimate  to        House  Senate  Appro- 

Year        Congress  Allowance  Allowance  priation 


1979 

4,033,000 

4,033,000 

4,033, 

000 

4,033, 

000 

1980 

4,444,000 

4,444,000 

4,444, 

000 

4,444, 

000 

1981 

4,780,000 

4,780,000 

4,780, 

000 

4,780, 

000 

1982 

4,956,000 

4,956,000 

4,956, 

000 

4,757, 

760 

1983 

4,274,000 

5,468,000 

5,468, 

000 

5,468, 

000 

1984 

5,758,000 

6,238,000 

6,458, 

000 

6,238, 

000 

1985 

6,358,000 

6,358,000 

6,358, 

000 

6,358, 

000 

lope 

\J  f  *J  -J  O  f  \J\J\J 

6,432, 

000 

6 , 358, 

ooo  xy 

1987 

6,540,000 

6,401,000 

6,540, 

000 

6,401, 

000 

1988 

4,873,000 

7,316,000 

7,316, 

000 

7,004, 

000  2/ 

1989 

6,551,000 

6,551,000 

6,551, 

000 

6,551, 

000  3/ 

1990 

6,384,000 

6,384,000 

6,384, 

000 

6,384, 

000 

1991 

6,675,000 

6,675,000 

6,675, 

000 

6,675, 

000  4/ 

1992 

7,008,000 

1/ 

Reduced  by  $273, 

000  pursuant 

to  PL  99- 

•177. 

2/  Includes  $100,000  unavailable  for  obligation  pursuant  to 
section  512  of  Labor,  Health  and  Human  Services,  and 
Education,  and  Related  Agencies  Appropriations  Act, 
1988. 

3/        Includes  reduction  pursuant  to  PL  100-436,  $79,000. 
4/        Includes  reduction  pursuant  to  PL  101-517,  $161,000. 
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NATIONAL  MEDIATION  BOARD 

SALARIES  AND  EXPENSES 

Activity  1.     Mediatory  Services  (1991,  $3,773,000,  FTE  48) 

(1992,    $4,221,000,   FTE  48) 

Narrative  Description  of  Program 


The  National  Mediation  Board,  with  three  members  ap- 
pointed by  the  President  and  confirmed  by  the  Senate  and  a 
professional  staff  of  forty-four  (44)  Civil  Service  employees, 
performs  two  distinct  functions  under  the  Railway  Labor  Act, 
as  amended,  45  U.S.C.  151  et  seq.  First,  it  mediates  disputes 
over  wages,  hours  and  working  conditions  between  the  employees 
and  those  railroad  and  airline  carriers  subject  to  the  Railway 
Labor  Act  jurisdiction.  Second,  the  Board  administers  the 
procedures  to  resolve  representation  disputes  involving  labor 
organizations  which  seek  to  represent  railroad  or  airline 
employees.  This  function  includes  investigating  the  dispute, 
conducting  a  hearing  when  factual  or  jurisdictional  issues 
arise,  and  certifying  the  results  of  the  employees'  choice  if 
a  representative  is  elected. 

In  connection  with  the  mediation  function,  a  party  may 
either  request  the  services  of  the  Mediation  Board,  or  the 
Board  of  its  own  volition  may  assert  jurisdiction  over  the 
dispute.  In  either  case,  once  the  Board's  services  have  been 
invoked  the  status  quo  must  be  maintained  and  resort  to  self- 
help  is  barred  until  the  procedures  mandated  by  the  Act  have 
been  exhausted. 

Administrative  support  of  the  above-noted  principal 
functions  includes:  (1)  overall  supervision  of  office  and 
field  personnel;  (2)  liaison  with  labor-management  representa- 
tives and  the  general  public;  (3)  development  of  budget  data 
and  budget  execution;  (4)  legal  advice  to  Board  members  and 
the  Justice  Department  regarding  litigation  involving  the 
Board;  (5)  research  and  record  keeping;  (6)  appointment  of 
referees  under  section  153  of  the  Railway  Labor  Act;  and  (7) 
administrative  and  legal  support  to  the  National  Railroad 
Adjustment  Board. 

Administrative  support  also  fulfills  various  responsi- 
bilities imposed  by  such  corollary  statutes  as  the  Rail  Pas- 
senger Service  Act  of  1970  (Public  Law  91-158) ,  establishing 
the  National  Railroad  Passenger  Corporation  (Amtrak) ;  the 
Regional  Rail  Reorganization  Act  of  1973  (Public  Law  93-236)  | 
establishing    the  Consolidated  Rail  Corporation  (ConRail) ;  the 
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Railroad  Revitalization  and  Regulatory  Reform  Act  of  1976 
(Public  Law  94-210) ;  the  Freedom  of  Information  Act  (Public 
Law  93-502) ;  the  Government  in  the  Sunshine  Act  (Public  Law 
94-409) ;  and  the  Northeast  Rail  Service  Act  of  1981  (Public 
Law  97-35) ,  as  amended. 

As  an  aid  to  the  Board's  program  description,  two  sche- 
matics outlining  the  representation  procedure  and  the  collec- 
tive bargaining  process  under  the  RLA  follow. 


11. 
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REPRESENTATION  PROCEDURE  UNDER  THE  RAILWAY  LABOR  ACT 


APPLICATION  FILED 
WITH  THE  NMB 

I 


APPLICATION  DOCKETED 
AND  ASSIGNED  "R" 
DOCKET  NUMBER 


FIELD  INVESTIGATION 

INSUFFICIENT  SHOWING 

OF  INTEREST: 
APPLICATION  DISMISSED 

HEARING 


ELECTION  AUTHORIZED 
BY  NMB 


BALLOTS  COUNTED 
AND  CERTIFICATION/ 
DISMISSAL  ISSUED 


12 


731 


COLLECTIVE  BARGAINING  PROCESS  UNDER  THE  RAILWAY  LABOR  ACT 


FILING  OF  SECTION 
156  NOTICE 


AGREEMENT 

DIRECT  NEGOTIATIONS 
BETWEEN  PARTIES 


REQUEST  BY  EITHER  PARTY 
(OR  BOTH)  FOR  MEDIATION 


AGREEMENT 


MEDIATION  BY  NMB 


PROFFER  OF  ARBITRATION 


PARTIES  AGREE 
TO  ARBITRATE 


BOARD  OF  ARBITRATION 
CONVENES,  HOLDS 
HEARINGS,  ISSUES 
BINDING  AWARD 


EITHER  PARTY  RE- 
FUSES TO  ARBITRATE 


30-DAY  "STATUS 
QUO"  PERIOD 


AGREEMENT 


SELF-HELP 


IF  DISPUTE  THREATENS 
INTERSTATE  COMMERCE, 
NMB  NOTIFIES  THE 
PRESIDENT 


PRESIDENT  ESTABLISHES 
EMERGENCY  BOARD  WHICH 
INVESTIGATES  DISPUTE 
AND  MAKES  RECOMMENDA- 
TIONS LN  30  DAYS 


AGREEMENT 


PARTIES  FREE  TO  RESORT 
TO  SELF-HELP  30  DAYS 
FOLLOWING  BOARD'S  REPORT 
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FISCAL  YEARS  1991  AND  1992  SUMMARY 

The  severe  downturn  in  the  financial  fortunes  of  the 
airline  industry  will  make  collective  bargaining  in  the  re- 
mainder of  FY  1991  and  in  FY  1992  more  difficult.  The  Air 
Transport  Association  (ATA)  estimates  the  industry  will  suffer 
a    combined  net  loss  of  $1.7  billion  to  $2  billion  in  calendar 

1990,  down  from  a  $1.8  billion  profit  the  previous  year  and 
more  than  double  the  previous  record  loss  of  $73  3  million  in 
the  recession  year  of  1982.  The  ATA  estimated  losses  for  the 
first  quarter  of  calendar  1991  would  be  about  $800  million  and 
for  the  full  year  could  approach  the  $2  billion  mark  again. 
Two  major  airlines — Continental  and  Pan  Am — are  operating 
under  Chapter  11  bankruptcy  protection.  Eastern,  which  filed 
for  Chapter  11  protection  in  March  1989,  halted  all  scheduled 
flight  operations  on  January  18,  1991,  laid  off  most  of  its 
employees,  and  began  taking  bids  on  its  remaining  assets. 
Some  other  carriers  are  very  weak,  troubled  by  heavy  debt 
loads,  older  fleets,  unprofitable  route  structures  and  other 
disadvantages . 

In  the  railroad  industry,  the  recent  submission  of  rec- 
ommendations by  Emergency  Board  (EB)  219  to  the  President  in 
connection  with  the  1988  round  of  national  bargaining  set  the 
stage  for  a  renewal  of  intensive  efforts  by  the  National  Medi- 
ation Board  to  help  resolve  lingering  disputes  between  these 
parties.  There  are  a  substantial  number  of  additional  rail- 
road cases  related  to  the  national  bargaining  process.  Prog- 
ress on  these  cases  is  unlikely,  pending  resolution  of  the 
national  bargaining  process.  Stepped  up  activity  in  these 
cases  also  is  expected  in  FY  1991  and  FY  1992. 

The  common  denominator  for  both  the  railroad  and  airline 
industries  is  deregulation,  which  continues  to  have  an  impact 
at  the  bargaining  table.  Although  there  has  been  fluctuation 
in  the  number  of  cases  handled  by  the  Board,  our  mediation 
role  since  deregulation  has  become  magnified. 

Based    on  results  through  the    first  three  months  of  FY 

1991,  it  is  estimated  that  there  will  be  a  slight  decrease  in 
mediation  cases  filed  with  the  Board  during  the  12-month  peri- 
od compared  to  a  year  earlier,  but  the  number  is  projected  to 
climb  upward  in  FY  1992.  In  the  representation  area,  the 
Board  continues  to  witness  an  increasing  frequent  number  of 
challenges  and  objections  to  all  aspects  of  election  proce- 
dures. The  number  of  representation  cases  filed  in  FY  1991 
also  is  expected  to  be  slightly  lower  than  a  year  ago,  but 
then  rise  in  FY  1992  due  to  the  expected  further  consolidation 
in  the  industry. 
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The  following  table  provides  the  actual  mediation  and 
representation  caseloads  for  FY  1990  and  estimated  caseloads 
for  FY  1991  and  FY  1992. 


CASELOAD 


1990 
Actual 

Mediation  cases: 

Pending,  start  of  year   381  1/ 

Received  during  year   136 

Closed  during  year   119 

Pending,  end  of  year   398 

Representation  cases: 

Pending,  start  of  year   19  2/ 

Received  during  year   84 

Closed  during  year   78 

Pending,  end  of  year   25 

FOIA  requests  received   91 

Investigation  cases  closed. .  42 


1991 
Estimate 


398 
125 
150 
373 


25 
70 
70 
25 


1992 
Estimate 


373 
150 
175 
348 


25 
80 
80 
25 


90 
22 


90 
22 


1/        Pending  caseload  adjusted  to  include  15  administratively 
reopened  cases. 

2/        Pending    caseload    adjusted    to  include    one  administra- 
tively reopened  case. 


FISCAL  YEAR  1990 
A.  MEDIATION 

Overall,  mediation  caseload  at  the  end  of  FY  1990  was 
slightly  higher  than  a  year  earlier — 398  cases  versus  381  at 
the  close  of  FY  1989.  In  all,  119  cases  were  resolved  during 
FY  1990.  Compared  to  the  four  years  prior  to  FY  1989,  this 
number  exceeded  by  a  substantial  margin  those  resolved  in 
three  of  those  four  years. 

The  number  of  new  cases  received  during  FY  1990 — 13  6 
compared  to  253  a  year  earlier — indicated  a  possible  return  to 
the  general  levels  experienced  in  the  two  years  preceding  FY 
1989' s  upward  surge.  In  both  FY  1988  and  FY  1987,  12  3  new 
cases  were  docketed  for  mediation.  New  cases  received  in  FY 
1990    were  closer  to    pre-1989  levels  primarily    because  of  a 
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slowdown  in  mergers  and  also  a  decrease  in  union  organizing  in 
the  airline  industry.  Another  significant  factor  was  the 
start  of  consolidated  national  bargaining  in  the  railroad 
industry,  which  resulted  in  a  moderation  of  the  number  of 
railroad  cases  filed  with  the  Board.  However,  further 
consolidation  of  the  airline  industry,  which  is  a  distinct 
possibility  in  view  of  the  financial  condition  of  some 
carriers,  could  result  in  another  upsurge  in  cases  filed  in  FY 
1991  and  FY  1992.  Similarly,  the  amount  of  local  bargaining 
in  the  railroad  industry  may  rise,  depending  upon  the  degree 
to  which  issues  are  resolved  in  national  handling.  There  are 
an  unprecedented  200  issues  in  the  national  bargaining.  A 
number  of  these  will  have  to  be  settled  in  local  bargaining  at 
individual  railroads.  It  will  be  necessary  in  these  cases  to 
convince  both  sides  to  examine  carefully  individual  situa- 
tions. 

RAILROADS 

National  Bargaining.  The  new  round  of  national  bar- 
gaining began  in  1988  with  direct  negotiations  between  the 
National  Railway  Labor  Conference  (NRLC) ,  the  negotiating  arm 
for  the  industry,  and  officials  of  the  Railway  Labor  Execu- 
tives' Association  (RLEA) ,  an  umbrella  organization  for  the 
industry's  major  unions.  In  June  1989,  the  unions  requested 
the  assistance  of  the  National  Mediation  Board  and  the  first 
mediated  talks  began  that  same  month. 

The  magnitude  of  the  talks  and  importance  of  a  peaceful 
settlement  between  the  parties  are  reflected  in  the  fact  that 
the  22  national  bargaining  mediation  cases  involve  98  individ- 
ual railroads,  including  the  13  Class  I  freight  carriers  and 
their  subsidiaries,  and  all  major  unions  in  the  industry.  The 
13  Class  I  railroads  are  those  classified  by  the  Interstate 
Commerce  Commission  as  having  annual  operating  revenues  of 
$93.5  million  or  more.  They  carry  more  than  90  percent  of  the 
nation's  rail  freight.  Combined  operating  revenues  of  the 
Class  I  railroads  rose  to  about  $28.3  billion  in  calendar  1990 
from  $28  billion  the  previous  year,  and  should  climb  to  about 
$28.6  billion  in  calendar  1991,  according  to  projections  by 
the  Commerce  Department. 

The  major  unions  include  the  American  Train  Dispatchers 
Association,  Brotherhood  of  Locomotive  Engineers,  Brotherhood 
of  Maintenance  of  Way  Employees,  Brotherhood  of  Railroad  Sig- 
nalmen, International  Association  of  Machinists  and  Aerospace 
Workers,  International  Brotherhood  of  Boilermakers  and  Black- 
smiths, International  Brotherhood  of  Electrical  Workers,  In- 
ternational   Brotherhood    of    Firemen  &    Oilers,     Sheet  Metal 
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Workers  International  Association,  Transportation  Communica- 
tions Union,  Transportation  Communications  Union-Carmen  Divi- 
sion, and  United  Transportation  Union.  Combined,  these  unions 
represent  some  188,000  railroad  employees. 

Competition  from  trucks  is  intense  and  creates  pressure 
at  the  bargaining  table  in  all  contract  negotiations.  Total 
railroad  employment  has  been  steadily  declining  in  recent 
years  while,  at  the  same  time,  employee  productivity  has 
increased.  The  importance  and  contribution  of  the  Class  I 
railroads  to  the  nation's  transportation  system  cannot  be 
understated  despite  the  decrease  of  employees  in  this  indus- 
try, to  239,000  in  1990  from  252,000  in  1989.  Goods  predomi- 
nantly moved  by  railroads  include  the  products  of  key 
industries  such  as  steel,  chemicals,  automobiles,  paper,  con- 
struction and  agriculture.  The  primary  source  of  rail  traffic 
is  still  bulk  commodities,  including  coal  for  generating  elec- 
tricity and  producing  steel.  Coal  is  likely  to  continue  to 
account  for  approximately  40  percent  of  rail-shipped  tonnage 
over  the  next  five  years,  according  to  the  Commerce  Depart- 
ment. 

Even  before  the  start  of  the  new  round  of  national  bar- 
gaining significant  health  and  welfare  issues  from  the  1984- 
1985  round  of  bargaining  were  still  outstanding.  In  the  new 
round  of  bargaining,  the  railroads,  through  the  NRLC,  placed 
their  major  focus  on  health  and  welfare  issues  and  exhibited  a 
determination  to  reach  agreement  on  these  issues  before  making 
any  changes  to  wage  and  work  rules. 

In  November  1989,  the  NMB  Chairman  personally  began 
assisting  two  veteran  mediators  previously  assigned  to  nation- 
al bargaining  in  an  attempt  to  bring  the  parties  together  on 
health  and  welfare  issues  and  to  advance  negotiations  on  wage 
and  work  rules.  The  intensified  effort  by  the  Board  continued 
into  February  1990,  during  which  time  a  number  of  problem 
areas  were  overcome  but  seemingly  intractable  obstacles 
remained. 

At  this  point,  the  Board  advised  the  parties  that  it  was 
seriously  considering  declaring  an  impasse  in  the  talks  and 
issuing  a  proffer  of  arbitration  on  the  remaining  areas  of 
dispute  involving  health  and  welfare  issues. 

The  carriers  and  11  of  the  12  national  unions,  with  the 
facilitation  of  the  Board,  subsequently  signed  a  seven-point 
procedural  arrangement  unprecedented  in  the  modern  history  of 
national  rail  bargaining..  Its  terms  included  that  the  emer- 
gency board  first  would  conduct  hearings  on  health  and  welfare 
issues;     that    the  NMB    would    conduct  "further    and  expedited 
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mediation  on  wage  and  rule  issues,  as  and  when  it  deems  appro- 
priate"; that  neither  party  would  resort  to  self-help  during 
any  period  that  Congress  is  not  in  legislative  session;  and 
that  all  reports  and  recommendations  by  the  emergency  board 
would  be  issued  by  September  15,  1990,  but  that  the  parties 
would  agree  "to  any  reasonable  request  for  an  extension  of 
time  of  the  emergency  board  to  allow  ample  time  for  hearings, 
mediation  and  formulation  of  recommendations." 

This  procedural  compact  set  the  stage  for  a  possible 
settlement  of  both  the  health  and  welfare  and  the  wage  and 
work  rules  disputes  and,  at  the  same  time,  offered  the  poten- 
tial for  avoiding  multiple  major  disruptions  in  essential  rail 
service.  To  reach  these  goals,  the  Board  issued  on  April  2, 
1990  a  proffer  of  arbitration  on  both  disputes  and  recommended 
the  creation  of  an  emergency  board  in  accordance  with  the 
terms  of  the  parties'  agreement. 

Following  established  procedures  under  the  Railway  Labor 
Act,  the  Board  notified  the  President  that  these  disputes 
threatened  to  seriously  disrupt  essential  transportation  ser- 
vices. Such  notification  provides  the  President  with  the 
option  of  creating  an  Emergency  Board  (EB)  to  investigate  the 
involved  disputes  and  to  make  recommendations.  Indeed,  on  May 
4,  1990,  the  President  issued  Executive  Order  No.  12714  cre- 
ating EB  219. 

Subsequently,  due  to  the  number  and  complexity  of  the 
issues  and  differing  positions  of  the  parties,  the  EB,  with 
the  concurrence  of  the  parties,  requested  and  obtained  two 
extensions  to  the  date  for  submitting  its  report  to  the 
President,  first  to  December  23,  1990,  then  to  January  15, 
1991. 

In  mid-May  1990,  the  three-member  EB  held  hearings  on 
the  dispute  involving  health  and  welfare  issues.  In  August 
1990,  the  NMB  reopened  mediation  with  the  parties  on  wage  and 
work  rules  issues,  including  subcontracting,  job  protection 
and  benefits.  After  the  Board  reentered  the  case,  some  issues 
were  resolved  between  various  unions  and  carriers.  The  EB 
submitted  its  report  to  the  President  on  January  15,  1991. 
Under  the  Railway  Labor  Act,  the  status  quo  must  be  maintained 
for  30  days  following  submission  of  an  EB  report,  after  which 
the  parties  are  free  to  engage  in  self-help,  should  they 
choose  to  do  so.  The  NMB  immediately  began  scheduling  public 
interest  conferences  with  the  parties,  using  the  EB  report  to 
assist  mediation  of  negotiated  settlements  of  all  disputes. 

While  it  is  impossible  to  predict  the  outcome  of  all  the 
disputes  between  the  parties,  the  Board  believes  that  the 
combination    of    the  efforts    of  the  EB,     the  parties  and  the 
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NMB's  mediatory  activities  provides  the  best  framework  for 
peacefully  settling  the  disputes  without  disruptions  to  essen- 
tial transportation  services. 

The  NMB  has  22  mediation  cases  directly  involved  in 
national  bargaining  that  originally  were  filed  separately  in 
FY  1989  but  then  were  consolidated  for  joint  handling  in  FY 
1990.  Another  55  cases  are  related  to  national  handling  and 
are  not  expected  to  be  finalized  until  after  completion  of  the 
national  bargaining  process. 

Other.  Although  major  attention  and  Board  resources  are 
devoted  to  railroad  cases  directly  and  indirectly  tied  to 
national  bargaining,  numerous  other  cases  are  in  various 
stages  of  handling.  Included  is  mediation  of  a  new  Amtrak 
contract  which  encompasses  18  mediation  cases  involving  14 
unions.     Amtrak  already  has  a  settlement  with  one  union. 

There  are  a  total  of  315  cases  not  included  in  national 
bargaining.  Some  of  these  include  the  Burlington  Northern 
where  there  currently  are  15  separate  cases  involving  four 
unions — Brotherhood  of  Locomotive  Engineers,  Sheet  Metal 
Workers  International,  Transportation  Communications  Union  and 
United  Transportation  Union.  Other  cases  include  the  Pitts- 
burgh &  Lake  Erie  Railroad  where  there  are  15  disputes  in- 
volving 12  unions;  two  ConRail  cases  involving  two  unions;  one 
case  on  the  Atchison,  Topeka  &  Santa  Fe  Railway  involving  one 
union;  10  Soo  Line  Railroad  cases  involving  six  unions;  and 
four  Grand  Trunk  Western  cases  involving  a  like  number  of 
unions . 

Commuter  Ra i 1 r oads .  The  current  commuter  cases  deal 
mainly  with  commuter  lines  serving  the  northeast  area,  with 
the  largest  serving  the  New  York  Metropolitan  area.  Carriers 
involved  include  Metro-North  Commuter  Railroad  (Metro-North) , 
Port  Authority  Trans-Hudson  (PATH) ,  and  Long  Island  Rail  Road 
(LIRR) .  The  Board  also  is  handling  cases  involving  New  Jersey 
Transit  Rail  Operations  (NJTRO)  and  the  Southeastern  Pennsyl- 
vania Transportation  Authority  (SEPTA) .  Over  80  individual 
labor  contracts  were  open  for  negotiations  among  these  carri- 
ers during  FY  1989  and  FY  1990  involving  all  crafts  or  classes 
of  employees  on  these  railroads.  These  disputes  are  subject 
to  the  emergency  provisions  of  section  159A  of  the  Railway 
Labor  Act. 

Any  interruption  of  service  by  commuter  railroads  would 
deprive  the  country  of  essential  transportation.  Hundreds  of 
thousands  of  commuters  who  depend  upon  these  railroads  would 
be    unable  to  get  to  work.     Since  many  of  these  commuter  rail- 
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roads  interact  with  Class  I  freight  railroads  such  as  ConRail, 
and  also  with  passenger-carrying  Amtrak,  a  strike  on  a  commu- 
ter railroad  also  could  lead  to  a  disruption  of  service  on  one 
of  the  major  railroads. 

A  combination  of  limited  state  and  local  funds,  plus 
multi-layered  authority  and  control,  causes  most  negotiations 
to  be  protracted.  Concurrent  negotiations  with  numerous  local 
unions  on  neighboring  carriers  leads  to  the  additional  pres- 
sures of  comparison  bargaining.  It  may  be  anticipated  from 
past  experience  that  many  of  these  negotiations  could  last 
into  late  FY  1991,  with  some  extending  into  FY  1992. 

During  FY  1990,  there  was  an  upsurge  of  public  interest 
and  planning  for  expanded  commuter  rail  passenger  service  in 
various  parts  of  the  country,  notably  in  Los  Angeles,  Dallas, 
Cleveland,  St.  Louis,  Virginia  and  Connecticut.  Based  on  an 
apparent  renewed  interest  in  both  commuter  line  and  high-speed 
light  rail  service,  the  Board  anticipates  a  future  increase  in 
mediation  cases  involving  these  carriers. 

AIRLINES 

The  intense  competition  among  the  major  airlines  that 
has  characterized  the  industry  since  deregulation  continues 
and  also  dominates  the  labor  relations  scene.  Competition 
intensified  further  during  the  summer  travel  period  of  FY 
1990,  due  to  a  combination  of  sluggish  domestic  air  traffic 
and  increased  aircraft  capacity.  This  competition  prompted 
most  major  carriers  to  resort  to  the  unusual  practice  of 
offering  discount  fares  during  what  is  normally  their  peak 
traffic  period.  A  significant  hike  in  fuel  prices  compounded 
the  airlines'  problems  and  added  complications  to  already 
difficult  contract  negotiations.  In  early  August  1990,  when 
new  turmoil  erupted  in  the  Persian  Gulf  area,  per-barrel  fuel 
prices  soared  more  than  50  percent.  The  heightened  competi- 
tion, higher  fuel  costs,  heavy  debt  loads  and  at  least  three 
Chapter  11  bankruptcy  filings  could  lead  to  further  consolida- 
tions in  the  industry.  Should  this  occur,  the  Board  could 
experience  another  surge  upward  in  both  airline  mediation  and 
representation  cases  in  FY  1991  and  1992. 

As  noted  earlier,  Eastern,  Continental  and  Pan  Am  are  in 
Chapter  11  bankruptcy.  This  has  triggered  active  attempts  by 
these  carriers  to  sell  international  routes  or  assets,  or 
both.  TWA,  too,  has  indicated  publicly  the  possibility  of 
selling  all  or  part  of  its  domestic  and  international  route 
authority.  In  fact,  the  latter  already  has  begun.  The  shut- 
down of  Eastern's  operations  on  January  18,  1991  led  to  imme- 
diate bids  for  the  purchase  of  some  of  its  assets.  Significant 
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sales  of  routes  and  assets,  coupled  with  a  downturn  in  traf- 
fic, led  to  the  layoff  of  about  10,000  airline  employees  in 
calendar  1990' s  second  half.  Eastern's  shutdown  will  idle 
another  18,000  in  calendar  1991 's  first  quarter. 

The  Board's  experience  is  that  when  acquisition  talks 
develop  and/or  there  are  sales  of  major  assets,  these  actions 
have  a  direct  and  important  impact  on  those  airlines'  contract 
negotiations.  With  only  minor  exceptions,  similar  past  situa- 
tions greatly  complicated  the  Board's  role.  The  uncertainties 
that  accompany  potential  and  actual  changes  in  ownership, 
management  and  employment  levels  produce  multiple  problems  and 
difficult  collective  bargaining  issues.  This  absence  of 
predictability  normally  leads  to  protracted  negotiations.  As 
a  result,  the  Board's  resources  are  greatly  utilized. 

Airline  contracts  that  are  amendable  in  the  remainder  of 
FY  1991  and  in  FY  1992: 


Pilots 


Carriers 


Contract 
Amendable  Date 


Ma  j  ors : 


TWA   (FY  1992)  01/03/92 

USAir  (FY  1991)  08/31/91 

Alaska  (FY  1991)  04/30/91 

Aloha  (FY  1991)  04/30/91 
Atlantic  Southeast  (FY  1992)  05/31/92 

Comair  (FY  1991)  05/31/91 

Metro   (FY  1992)  02/01/92 

World  Airways  (FY  1992)  07/01/92 

Air  Midwest  (FY  1992)  01/11/92 
Allegheny  Commuter  (FY  1992)  11/30/91 

Aspen  (FY  1992)  11/30/91 

Brockway  (FY  1991)  03/31/91 

Brockway  Air  (FY  1991)  03/31/91 

CCAir   (FY  1992)  10/16/91 

Crown  Airways  (FY  1992)  05/31/92 

Mark  Air  (FY  1991)  05/31/91 

Mesaba  (FY  1992)  03/31/92 

Pan  Am  Express  (FY  1992)  02/29/92 

Simmons   (FY  1991)  07/31/91 


Nationals: 


Regionals: 
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Flight  Attendants 


Carriers 


Contract 
Amendable  Date 


Majors: 
Nationals: 


Regional s: 


Southwest  (FY  1991)  05/31/91 

Air  Wisconsin  (FY  1992)  06/30/92 

Alaska  (FY  1991)  10/01/90 

World  Airways  (FY  1992)  07/01/92 

Allegheny  Commuter  (FY  1992)  04/01/92 

Aspen  (FY  1992)  01/01/92 


Mechanics 


Carriers 


Contract 
Amendable  Date 


Majors:           Pan  Am  (FY  1991)  07/01/91 

Northwest  (FY  1992)  04/30/92 

Nationals:     Air  Wisconsin  (FY  1991)  12/30/90 

Aloha   (FY  1991)  10/31/90 

Midway  (FY  1992)  07/31/92 

World  Airways  (FY  1992)  07/01/92 

Regionals:  Air  Midwest  (FY  1992)  03/31/92 
Allegheny  Commuter  (FY  1991)  02/12/91 

Aspen  (FY  1991)  09/30/91 

Nashville  Eagle  (FY  1992)  05/16/92 


Others 


Carriers 


Majors:  Delta,  Dispatchers 

(FY  1992) 
Northwest,  Fleet  Service 
(FY  1992) 

Nationals:     Alaska,  Clerical  &  Related 
(FY  1992) 

Regionals:     Aspen,  Fleet/Passenger 
Service  (FY  1992) 

Nashville  Eagle,  Ramp 
Service  (FY  1992) 

Pan  Am  Express,  Clerical 
&  Related  (FY  1992) 


Contract 
Amendable  Date 


08/13/92 
05/01/92 
09/30/92 
01/01/92 
05/20/92 
12/31/91 


Important  ongoing  mediation  cases  involving  major  carri- 
ers include  American  and  its  pilots,  and  United,  where,  after 
the  failed  attempt  by  its  unions  to  purchase  the  airline, 
contracts  involving  pilots  and  flight  attendants  are  in  media- 
tion.     United' s  mechanics  and  related  employees  are  in  direct 

22. 


741 


negotiations  for  a  new  contract  and  are  expected  to  be  in 
mediation  very  soon.  On  TWA,  cases  involving  mechanics  and 
related,  passenger  service  and  food  service  employees  pres- 
ently are  in  mediation.  Pan  Am  pilots  and  flight  engineers 
also  are  in  mediation.  Another  case  involves  USAir  and  its 
flight  attendants,  who  are  represented  by  the  Association  of 
Flight  Attendants  (AFA) .  AFA  members  recently  rejected  rati- 
fication of  a  tentative  agreement  and  mediation  has  resumed  on 
this  case.  Mediated  talks  also  recently  commenced  between 
USAir  and  its  mechanics  and  related  employees. 

The  increased  organization  of  commuter,  regional  and 
charter  airlines,  primarily  by  pilot  unions,  has  led  to  the 
filing  of  numerous  mediation  applications  by  the  nation's 
smaller  carriers  and/or  their  unions.  Many  of  the  mediation 
cases  at  these  smaller  carriers  are  initial  contracts  that 
involve  difficult  negotiations  between  parties  and  constituen- 
cies who  were  new  to  the  collective  bargaining  process.  Be- 
cause of  the  growth  in  the  number  and  the  importance  of 
carriers  other  than  the  major  airlines,  the  Board  conducted  a 
two-day  National  and  Regional  Airlines  Labor  Relations  Confer- 
ence in  March  1990.  More  than  225  top  union  leaders,  manage- 
ment officials,  neutrals  and  arbitrators  attended  the 
conference.  The  conference  served  as  a  forum  to  inform  at- 
tendees about  the  workings  of  the  Railway  Labor  Act  and  how 
the  Board  functions,  as  well  as  a  way  for  those  engaged  in 
collective  bargaining  in  these  industry  segments  to  present 
and  exchange  views  in  a  non-confrontational  setting.  Based  on 
comments  from  the  conference  participants,  the  Board  believes 
the  conference  succeeded  in  developing  a  better  understanding 
of  the  bargaining  process  and  in  improved  working  relation- 
ships between  the  parties. 


B.  REPRESENTATION 

Representation  cases  received  in  FY  1990  were  nearly  18 
percent  less  than  were  received  in  FY  1989,  but  were  still 
higher  than  the  levels  from  FY  1984  through  FY  1988.  FY  1989, 
as  noted  earlier,  represented  a  possible  peaking  of  the 
Board's  recent  caseload  that  reached  record  levels  that  year 
from  numerous  mergers  and  acguisitions  in  the  airline  indus- 
try. 

In  FY  1990,  the  Board  docketed  84  new  representation 
cases,  with  the  railroads  accounting  for  49  cases  and  the 
airlines  35.  During  the  12 -month  period,  78  cases  were 
closed — 46  railroad  and  32  airline  cases — with  25  cases  pend- 
ing at  the  end  of  the  fiscal  year.  A  year  earlier,  19  cases 
were  pending. 
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Deregulation  has  had  a  significant  impact  in  the  repre- 
sentation case  area.  The  numerous  mergers,  acquisitions  and 
asset  sales  affect  union  representation  in  almost  every  craft 
or  class  of  the  carriers  involved.  To  resolve  these  represen- 
tation disputes,  the  Board  may  conduct  post-merger  elections 
to  determine  the  representative  of  the  surviving  crafts  or 
classes.  For  example,  after  Piedmont's  merger  into  USAir,  the 
Board  authorized  an  election  involving  passenger  service  em- 
ployees of  the  merged  carriers  (USAir.  17  NMB  377) . 

Another  area  of  increased  importance  are  cases  which 
involve  issues  of  carrier  interference.  At  America  West  Air- 
lines, the  Board  found  that  the  laboratory  conditions  had  been 
tainted  in  an  election  involving  the  craft  or  class  of  Flight 
Attendants  and  a  new  mail  ballot  election  was  ordered  (America 
West.   17  NMB  79) . 

The  Board  continued  in  FY  1990  its  investigation  of  the 
single  carrier  representation  cases  involving  Eastern  Air 
Lines  and  Continental  Airlines  and  the  International  Associa- 
tion of  Machinists  and  Aerospace  Workers  (IAM) ,  the  Air  Line 
Pilots  Association  (ALPA) ,  and  the  Transport  Workers  Union  of 
America  (TWU) . 

On  August  17,  1990,  the  Board  dismissed  the  cases  in 
light  of  the  appointment  by  a  U.S.  Bankruptcy  Court  of  a 
trustee  for  Eastern.  However,  the  Board  dismissed  all  appli- 
cations without  prejudice  (Eastern  Air  Lines.  17  NMB  432) . 

RAILROADS 

FY  1990  also  saw  the  establishment  by  the  Board  of  pro- 
cedures for  handling  representation  issues  resulting  from 
mergers,  acquisitions  or  consolidations  in  the  railroad  indus- 
try. The  merger  procedures  were  issued  pursuant  to  the 
Board's  established  authority  under  45  U.S.C.  §152,  Ninth,  to 
investigate  and  determine  who  shall  represent  employees  in  the 
event  of  a  representation  dispute.  These  procedures,  applica- 
ble to  mergers  that  have  occurred  or  may  occur  in  the  future, 
generally  follow  the  Board's  previously  issued  merger  proce- 
dures for  the  airline  industry  and  should  clarify  the  conse- 
quences of  mergers  with  respect  to  representation  in  the 
railroad  industry. 

During  FY  199.0,  several  petitions  regarding  employee 
representation  were  filed  pursuant  to  these  procedures  con- 
cerning past  mergers  in  the  railroad  industry.  For  example, 
the  Grand  Trunk  Western  Railroad  requested  that  the  Board 
resolve  several  representation  disputes  resulting  from  its 
acquisition  of  the  Detroit,  Toledo  &  Ironton  Railroad  and  the 
Detroit    &  Toledo  Shore    Line  Railroad.    After    conducting  an 
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investigation,  the  Board  found  that  the  Detroit,  Toledo  & 
Ironton  Railroad  and  the  Detroit  &  Toledo  Shore  Line  had 
merged  into  Grand  Trunk  Western  so  as  to  form  a  single  trans- 
portation system  for  representation  purposes.  The  repre- 
sentation certificates  on  the  Detroit,  Toledo  &  Ironton  and 
the  Detroit  &  Toledo  Shore  Line  were  terminated.  However, 
the  Board  extended  the  existing  certificates  on  the  Grand 
Trunk  Western  to  cover  the  former  employees  of  those  carri- 
ers. 

Other  similar  petitions  being  considered  by  the  Board 
concern  the  Burlington  Northern  Railroad  and  Denver  &  Rio 
Grande  Railroad. 

Two  cases  involving  Florida's  Tri-County  Commuter  Rail 
Authority  (TCRA) ,  an  intrastate  commuter  railroad,  required 
the  Board  to  determine  the  complex  issue  of  the  limits  of  its 
jurisdiction  over  railroads  not  subject  to  the  Interstate 
Commerce  Act.  In  a  Board  decision  and  an  opinion  letter  to 
the  National  Labor  Relations  Board,  the  Board  found  TCRA  was 
not  subject  to  the  Railway  Labor  Act  because  it  was  not  in 
interstate  commerce  within  the  meaning  of  the  Interstate  Com- 
merce Act.  The  Board  also  found  that  section  159A  of  the 
Railway  Labor  Act  and  the  Rail  Passenger  Service  Act  do  not 
confer  Railway  Labor  Act  jurisdiction  on  public  intrastate 
commuter  railroads  that  do  not  otherwise  fall  under  the  Inter- 
state Commerce  Act. 


C.     HEARING  ACTIVITIES 

During  FY  1990,  there  were  no  oral  hearings.  In  the 
first  four  months  of  FY  1991,  there  also  were  no  oral  hear- 
ings. The  representation  cases  before  the  Board's  hearing 
officers  are  becoming  increasingly  complex.  The  carriers  and 
labor  organizations  involved  in  these  cases  frequently  submit 
multiple  lengthy  position  statements  with  hundreds  and  even 
thousands  of  pages  of  supporting  documents.  Hearings  may  be 
utilized  in  the  future  if  they  are  found  to  be  useful  in  nar- 
rowing and  clarifying  these  complex  issues. 


D.     LEGAL  ACTIVITIES  . 

The  proportionately  high  level  of  litigation  directly 
affecting  NMB  programs  continued  during  FY  1990.  The  General 
Counsel's  Office  handled  39  cases  and  closed  2  3  during  the 
fiscal  year.  During  FY  1991  and  FY  1992,  25  cases  are  pro- 
jected to  be  closed  in  each  year. 
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Cases  dealing  with  arbitral  immunity  and  challenges  to 
representation  decisions  constituted  a  large  portion  of  the 
cases  litigated.  The  tendency  to  challenge  election  proce- 
dures may  be  connected  with  the  contentiousness  between  carri- 
ers and  unions,  and  between  unions  themselves,  which  has 
resulted  from  deregulation,  mergers  and  intensified  competi- 
tion. Other  litigation  involved  efforts  to  compel  the  NMB's 
termination  of  its  mediation  jurisdiction. 
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ANALYSIS  OF  TRAVEL 


Pursuant  to  the  RLA,  the  National  Mediation  Board  main- 
tains its  office  in  the  District  of  Columbia.  All  operations 
are  directed  from  Washington,  D.C.  No  field  offices  are  main- 
tained, resulting  in  a  considerable  saving  to  the  Government. 
A  staff  of  18  field  mediators  travel  throughout  the  country  to 
meet  the  needs  of  the  Board  in  providing  services  to  its  con- 
stituents as  mandated  by  the  Railway  Labor  Act.  The  ability 
to  travel  is  crucial  to  the  mission  of  this  agency.  To  the 
extent  possible,  the  Board  utilizes  cost-effective  scheduling 
methods  for  travel ,  such  as  combining  cases  in  a  geographical 
area  under  one  mediator. 

The  following  table  reflects  actual  travel  days  for 
fiscal  years  1989  and  1990,  and  estimates  for  1991  and  1992. 

For  FY  1992,  the  Board  is  requesting  $310,000  to  cover 
an  increase  in  travel  days  and  increased  cost  of  subsistence. 


FY 


Total 
Travel 
Days 


Cost  per 
Travel 
Day 


Total  * 


Number  of 
Travelers 


Travel 
Days  per 
Traveler 


1989 
1990 
1991 
1992 


1,251 
1,285 
1,320 
1,422 


199.80 
203.90 
216.00 
218.00 


250,000 
262,000 
285,000 
310,000 


24 
24 
24 
26 


52 
55 
55 
55 


* 


Also  includes  administrative 
incurred  in  assisting  emergency 


travel  cost  and  travel 
board  members. 
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SALARIES  AND  EXPENSES 

Obligations  by  Object 
(in  thousands  of  dollars) 


Activity  1:     Mediatory  Services 

1991 
Est. 

1992 
Est. 

Change 

1991/ 

1992 

Total 

number  of  permanent  FTE 

47 

47 

Personnel  compensation: 

11.1 

2,469 

2,750 

281 

11.5 

Other  personnel 

16 

25 

9 

11.8 

Special  personal 

.  . 

.  . 

.  . 

Total  personnel 

2 , 485 

2 , 775 

290 

12.1 

Civilian  personnel 

411 

458 

47 

21.0 

Travel  and  transpor- 

285 

310 

25 

22.0 

Transportation  of 

6 

6 

23.1 

Rental  payments  to  GSA. . . 

300 

300 

23.2 

Communications,  utili- 
ties, and  other  rent... 

113 

131 

18 

24.0 

Printing  and  repro- 

39 

43 

4 

25.0 

101 

134 

33 

26.0 

Supplies  and  materials.. 

33 

36 

3 

31.0 

28 

28 

99.0 

3,773 

4,221 

448 
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NATIONAL  MEDIATION  BOARD 

SALARIES  AND  EXPENSES 

Activity  2.    Voluntary  Arbitration  and  Emergency  Disputes. 

(1991,  $563,000) 
(1992,  $500,000) 

Narrative  Description  of  Program 

Under  the  terms  of  section  160  of  the  Railway  Labor  Act, 
if  a  dispute  between  a  carrier  and  a  labor  organization  threa- 
tens to  interrupt  interstate  commerce,  the  President  may  cre- 
ate an  emergency  board  to  investigate  and  report  to  him  on  the 
dispute  within  3  0  days.  These  boards  serve  a  major  purpose  in 
focusing  attention  on  issues  involved  in  contract  disputes 
which  could  seriously  disrupt  the  economy  of  the  nation.  The 
parties  are  allowed  adequate  time  to  consider  the  emergency 
board's  report  and  resolve  their  differences  based  upon  the 
objective  recommendations  of  the  impartial  board. 

In  several  instances  in  the  past  involving  the  railroads 
when  the  parties  failed  to  resolve  their  differences  after  an 
emergency  board  completed  its  report,  the  President  introduced 
or  Congress  initiated  proposed  legislation  that  led  to  Con- 
gressionally-imposed  settlements.  Final  resolution  of  these 
disputes  normally  were  patterned  on  the  findings  of  the  emer- 
gency board  involved. 

The  compensation  of  emergency  board  members  is  fixed  by 
the  President  with  a  maximum  rate  specified  by  law.  An  emer- 
gency board  may  be  composed  of  such  number  of  persons  as  the 
President  designates. 

Section  155,  Third  (a)  of  the  Railway  Labor  Act  provides 
that  when  mediation  of  a  major  dispute  is  unsuccessful,  the 
Board  shall  endeavor  to  induce  the  parties  to  submit  their 
controversy  to  arbitration  under  the  provisions  of  section  157 
of  the  Act.  The  railroad  industry  has  repeatedly  utilized 
arbitration  boards  to  decide  certain  types  of  dispute  issues 
which  could  otherwise  result  in  interruptions  to  interstate 
commerce . 

Generally,  arbitration  boards  consist  of  three  members, 
a  representative  of  the  carrier  and  of  the  organization,  and  a 
third  neutral  member.  The  compensation  of  the  neutral  member 
is  fixed  by  the  Mediation  Board.  The  duration  of  an  arbitra- 
tion board  may  overlap  more  than  one  year. 
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The  Northeast  Rail  Service  Act  of  1981  amended  the  Rail- 
way Labor  Act  by  adding  section  159a  which  provides  a  new 
emergency  dispute  procedure  for  publicly  funded  and  operated 
commuter  railroads  and  their  employees.  If  a  dispute  is  not 
resolved  under  the  mediation  and  arbitration  sections  of  the 
RLA,  any  party  to  the  dispute,  or  the  Governor  of  the  State, 
may  request  the  President  to  establish  an  emergency  board. 
The  President  is  required  to  establish  an  emergency  board  upon 
such  request.  If  no  settlement  is  reached  within  60  days 
following  the  creation  of  this  board,  the  National  Mediation 
Board  is  required  to  conduct  a  public  hearing  on  the  dispute. 
Should  there  still  be  no  settlement  120  days  after  the  cre- 
ation of  the  emergency  board,  any  party  may  request  the  estab- 
lishment of  a  second  emergency  board.  Under  this  section,  a 
status  quo  period  could  be  in  effect  for  more  than  240  days 
from  the  time  when  the  first  emergency  board  was  created.  A 
schematic  describing  the  section  159a  procedure  follows. 
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PROCESS  UNDER  SECTION  159A  OF  THE  RAILWAY  LABOR  ACT 


Dispute  Not  Adjusted  Under  "Foregoing 
Provisions"  of  RLA.  President  Does  Not 
Create  An  Emergency  Board  Under  Section 
159A  of  RIA. 


Either  Party  Or  The  Governor  Requests 
President  To  Establish  Emergency  Board. 
Exclusive  Of  Such  Request,  President 
Has  Discretion  To  Establish  Emergency 
Board  Under  Section  159A. 


President  Establishes  Emergency 
Board  Which  Investigates  Dispute 
And  Makes  Recommendations  In  30  Days. 


Agreement 


No  Agreement  Within  60  Days  of 
Board's  Creation.  NMB  Conducts 
Public  Hearings. 


Agreement 


No  Agreement  Within  120  Days  Of 
Board's  Creation.  Parties  Free 
To  Resort  To  Self -Help. 


Either  Party  Or  The  Governor 
Requests  President  To  Establish 
Another  Emergency  Board. 


President  Establishes  Emergency  Board. 


Agreement 


Final  Offers  Of  Parties  Submitted 
Within  30  Days. 


Agreement 


Emergency  Board  Selects  Most 
Reasonable  Offer  And  Reports  To 
President  Within  30  Days. 


Agreement 


Parties  Free  To  Resort 
To  Self -Help  60  Days 
Following  Board's  Report. 


**   If  emergency  board  selects  carrier's  final  offer  and  employees  strike, 
employees  ineligible  for  railroad  unemployment  benefits  during  period  of 
strike.    If  emergency  board  selects  employees'  final  offer,  which 
carrier  refuses  to  accept,  carrier  ineligible  for  strike  benefits  from 
any  agreement  between  carriers  should  employees  strike.  _ 
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In  FY  1990.  as  noted  on  pages  18  and  19,  the  President, 
in  May  1990,  created  an  emergency  board  on  national  railroad 
bargaining.  The  total  amount  obligated  during  FY  1990  for 
emergency  boards  was  $82,000.  Thirteen  arbitration  boards 
also  were  created  during  FY  1990.  The  amount  of  $60,000  was 
obligated  for  the  arbitration  boards  that  convened. 

Carriers  and  their  respective  labor  organizations  have 
occasionally  signed  agreements  providing  for  binding  arbitra- 
tion of  unresolved  issues  even  in  advance  of  contract  negotia- 
tions. 

The  1982  national  agreement  between  the  National  Railway 
Labor  Conference  and  the  United  Transportation  Union  added  a 
provision  providing  for  the  elimination  of  the  caboose  subject 
to  arbitration.  This  provision  will  continue  in  the  foresee- 
able future. 

In  accordance  with  the  Congressional  understanding,  the 
unobligated  balance  of  $435,000  in  this  contingency  fund  for 
FY  1990,  which  is  limited  to  arbitration  boards,  emergency 
boards  and  factfinding  panels,  has  been  lapsed. 

In  FY  1991.  the  Mediation  Board  cannot  precisely  predict 
the  number  of  emergency  boards  that  may  be  created  during  any 
given  year.  A  number  of  factors  are  involved  in  making  esti- 
mates, particularly  economic  conditions  on  both  the  national 
and  local  levels. 

Arbitration  boards  continue  to  be  used  by  the  parties  as 
a  means  of  resolving  major  disputes  which  otherwise  might 
disrupt  interstate  commerce.  Based  on  past  experience,  the 
Board  estimates  that  15  boards  will  be  created  during  FY 
1991. 

Factfinding  panels  composed  of  public  members  appointed 
by  the  Board  may  be  set  up  to  recommend  changes  in  operating 
practices  and  procedures  to  improve  productivity  to  the  great- 
est extent  practicable  on  ConRail.  The  authority  for  these 
factfinding  panels  is  the  Northeast  Rail  Service  Act  of  1981. 

The  amount  of  $563,000  is  available  during  FY  1991  for 
emergency  boards,  arbitration  boards  and  factfinding  panels. 
Unused  funds  will  be  lapsed. 

In  FY  1992.  the  estimates  for  both  emergency  boards  and 
arbitration  boards  are  based  on  past  experience.  The  Board  is 
requesting  a  contingency  amount  of  $500,000  to  cover  expenses 
of  these  boards  and  the  factfinding  panels.  Unused  funds  will 
be  returned  to  the  Treasury. 
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Number  of  Boards  Created 

1990               1991  1992 

Actual  Estimate  Estimate 

Arbitration  Boards                           13                 15  15 

Factfinding  Panels                             0                   1  1 

Emergency  (sec.  160)                         1                  1  1 

Emergency  (sec.  159a)                        1                   2  2 
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SALARIES  AND  EXPENSES 

Obligations  by  Object 
(in  thousands  of  dollars) 


Activity  2: 

Voluntary  Arbitration 
and  Emergency  Boards 

1991 
Est. 

1992 
Est. 

Change 

1991/ 

1992 

Total  number  of  permanent  FTE 

Personnel  compensation: 

11.8    Special  personal 

376 

320 

-56 

Total  personnel 

376 

320 

-56 

12.1    Personnel  benefits: 

24 

20 

-4 

21.0    Travel  and  transpor- 

80 

70 

-10 

23.2    Communications,  utili- 
ties, and  other  rent. . . 

20 

25 

5 

24.0    Printing  and  repro- 

15 

15 

48 

50 

2 

563 

500 

-63 
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NATIONAL  MEDIATION  BOARD 

SALARIES  AND  EXPENSES 

Activity  3.  Adjustment  of  Railroad  Grievances: 
Referee  Costs 

(1991,  $1,561,000,  24  Independent  contractor 
work-years) 

(1992,  $1,620,000,  25  Independent  contractor 
work-years) 

Narrative  Description  of  Program 

Under  the  1934  amendment  to  the  Railway  Labor  Act,  the 
National  Railroad  Adjustment  Board  (NRAB)  was  created  to  hear 
and  decide  disputes  involving  railroad  employee  grievances  and 
questions  concerning  the  application  and  interpretation  of 
collective  bargaining  agreements.  The  airline  industry,  which 
also  comes  under  the  RLA,  has  not  established  an  Airline  Ad- 
justment Board  as  provided  by  the  Act.  Airline  grievance 
disputes  are  settled  by  system  boards  of  adjustment,  the  cost 
of  which  is  paid  by  the  airlines  and  unions. 

The  NRAB  is  composed  of  four  divisions  in  which  the 
carriers  and  organizations  representing  the  employees  are 
equally  represented.  The  jurisdiction  of  each  division  is 
described  in  section  153,  First  (h)  of  the  Act. 

The  First  Division  has  jurisdiction  over  disputes  in- 
volving train  and  yard  service  employees;  the  Second  Division, 
shop  crafts;  the  Third  Division,  clerical,  maintenance-of-way , 
signal  and  dispatcher  forces;  and  the  Fourth  Division,  water 
transportation  and  miscellaneous  classifications.  The  members 
of  the  Board,  who  sit  in  Chicago,  are  selected  and  assigned  by 
the  carriers  and  by  the  labor  organizations  whom  they  repre- 
sent. The  Board  considers  disputes  referred  to  it  and  endeav- 
ors to  reach  agreements  to  adjust  them.  In  the  event  of  a 
deadlock,  a  neutral  person  is  selected  to  sit  with  the  members 
to  dispose  of  the  dispute. 

The  NRAB  adjusts  approximately  15  percent  of  all  dis- 
putes arising  between  an  employee  or  group  of  employees  and  a 
carrier  or  carriers,  growing  out  of  grievances  involving  the 
interpretation  or  application  of  agreements  concerning  rates 
of  pay,  rules,  or  working  conditions.  The  remainder  are 
handled  by  other  adjustment  boards  as  noted  below. 
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A  special  board  of  adjustment  (SBA)  is  a  tribunal  set  up 
by  agreement,  usually  on  an  individual  railroad,  and  with  a 
single  labor  organization,  to  consider  and  decide  specifically 
agreed-to  disputes.  Such  disputes  otherwise  would  be  sent  to 
the  NRAB  for  adjudication  as  provided  by  section  153  of  the 
Railway  Labor  Act  but,  in  these  instances,  the  parties,  by 
agreement,  adopt  the  special  board  procedure  in  order  to  se- 
cure prompt  and  local  disposition  of  these  disputes.  The  SBA 
had  its  inception  in  the  late  194 O's. 

In  an  effort  to  reduce  the  caseload  of  various  divisions 
of  the  NRAB,  a  1966  amendment  to  the  RLA  allowed  the  creation 
of  Public  Law  Boards  (PLB) .  In  general,  the  amendment  autho- 
rized the  establishment  of  PLBs  locally  on  individual  rail- 
roads upon  the  written  request  of  either  a  representative  of 
the  employees  or  of  the  railroad  to  resolve  disputes  otherwise 
referable  to  the  NRAB,  and  disputes  pending  before  the  Board 
for  12  months.  The  amendment  provides  that  all  awards  of  the 
NRAB  and  other  boards  of  adjustment  established  pursuant  to 
the  amendments  are  final.     There  is  limited  judicial  review. 

The  National  Mediation  Board  has  adopted  rules  and  regu- 
lations prescribing  procedures  for  the  establishment  of  Spe- 
cial Boards  of  Adjustment,  their  designation  as  Public  Law 
Boards,  the  filing  of  agreements  and  the  disposition  of  re- 
cords . 

For  over  55  years  the  railroad  industry  has  been  the 
only  private  industry  for  which  the  Federal  Government  has 
financed  the  adjustment  of  employee  grievances.  During  this 
period,  approximately  $59  million  of  Federal  funds  have  been 
spent  administering  the  system  and  paying  the  arbitrators. 
Over  200,000  employee  disputes  have  been  decided,  providing 
the  parties  a  substantial  body  of  precedent  to  rely  upon. 

For  many  years  the  National  Mediation  Board,  with  the 
cooperation  of  the  rail  carriers  and  labor  organizations,  has 
been  instrumental  in  making  changes  to  streamline  the  decision 
making  process,  such  as  uniform  rules  for  the  four  divisions 
of  the  NRAB,  not  approving  travel  for  neutrals  with  50  or  more 
cases  heard  and  not  decided,  and  factoring  in  neutral  produc- 
tivity in  the  formula  used  to  allocate  neutral  work  days. 

Effective  January  1,  1989,  all  arbitrators  were  required 
to  use  a  travel  agency  with  a  Federal  contract  which  has  sig- 
nificantly reduced  transportation  costs.  The  savings  in  travel 
costs  were  used  for  salaries. 

In  1989,  a  uniform  numbering  system  was  implemented  for 
Public  Law  Boards  and  Special  Boards  of  Adjustment  so  that 
cases    could  be  categorized    by  subject  matter.       The  subject 
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matter  categorization  is  the  basis  for  a  subject  matter  index 
of  disputes  and  decisions  which  is  expected  to  be  used  by  the 
parties  to  dispose  of  claims  before  they  are  brought  to  final 
and  binding  arbitration.  As  a  result  of  the  information  pro- 
vided by  the  parties,  the  NMB  has  been  able  to  reduce  the 
pending  caseload  by  6,377  cases.  This  reduction  was  accom- 
plished without  the  necessity  of  expending  Federal  funds  for 
neutral  workdays  or  travel  costs.  We  anticipate  that  this 
action  will  reduce  the  cost  of  disputes  resolution  for  the 
government  and  the  parties  and  will  bring  claims  that  must  be 
arbitrated  to  speedier  conclusion. 

Also,  in  the  course  of  periodic  review  of  existing  Spe- 
cial Boards  of  Adjustment,  we  discovered  that  at  least  two 
boards  had  been  established  a  number  of  years  ago  as  "parties 
pay"  boards.  However,  the  Board  nonetheless  has  funded  them. 
In  the  interest  of  cost-savings,  we  have  now  notified  the 
parties  on  these  two  boards  that  these  boards  would  revert  to 
"parties  pay"  status.  The  resulting  savings  will  be  used  for 
those  activities  which  we  are  required  by  statute  to  fund. 

Other  avenues  of  improvement  are  being  pursued.  Working 
with  the  National  Railway  Labor  Conference,  an  organization 
composed  of  most  rail  carriers  and  the  Railway  Labor  Execu- 
tives' Association,  an  organization  composed  of  most  rail 
unions,  the  Board  hopes  to  reduce  costs  and  improve  the 
decision-process  through  a  variety  of  measures,  such  as  re- 
questing the  parties'  cooperation  in  using  arbitration  proce- 
dures only  for  employee  out-of-service  cases  and  precedent- 
setting  rules  cases,  and  using  stare  decisis  whenever  possi- 
ble. Also,  we  are  encouraging  the  parties  to  establish  spe- 
cial tribunals,  with  tripartite  arbitrators,  to  decide  rule 
disputes  that  arise  frequently,  and  to  use  decisions  which  are 
rendered  as  binding  precedent  for  future  cases.  It  must  be 
understood  that  the  Board  can  only  use  its  powers  of  persua- 
sion in  these  matters  since  there  is  no  statutory  authority  to 
require  compliance. 

Of  the  total  amount  of  $1,620,000  for  this  activity, 
$50,000  will  be  used  to  test  the  viability  of  a  special  tri- 
partite tribunal  to  render  precedent-setting  decisions  as 
described  above.  This  major  effort  by  the  National  Mediation 
Board  will  attempt  to  reduce  the  number  of  incoming  cases. 
Past  efforts  have  dealt  with  the  disposition  of  cases  after 
they  were  filed,  efforts  that  were  successful  but  which  did 
not  reduce  incoming  cases.  It  is  expected  that  this  innova- 
tive approach  will  have  an  impact  both  on  the  number  of  dis- 
putes filed  and  resolved. 
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An  analysis  of  resources  follows. 

Analysis  of  Referee  Resources 

Estimates;   Salaries    Travel 

Total  $  $  Days  $  Days 

FY  1989         1,948,000         1,759,000         7,995  189,000  520 

FY  1990         1,763,000         1,600,000         6,545  162,000  420 

FY  1991         1,561,000         1,400,000         6,563  161,000  410 

FY  1992         1,620,000         1,440,000         6,545  180,000  450 


Statements  follow  as  to  the  three  tribunals1  workload 
through  1992. 

In  FY  1990.  232  new  public  law  boards  were  established 
and  300  were  convened.  In  addition,  15  special  boards  of 
adjustment  were  established  and  40  were  convened.  In  total, 
the  above  noted  boards  closed  13,963  cases.  The  Members  of 
the  Adjustment  Board  closed  702  cases. 

In  FY  1991.  it  is  anticipated  that  the  number  of  cases 
closed  by  PLBs  and  SBAs  will  be  4,700.  The  Members  of  the 
Adjustment  Board  anticipate  that  820  new  cases  will  be  re- 
ceived and  that  867  cases  will  be  closed.  Due  to  increased 
demands  for  referee  days  the  Mediation  Board  will  monitor  the 
number  of  days  referees  may  work  each  month  to  ensure  there 
will  be  no  shutdown  in  FY  1991. 


In  FY  1992.  the  number  of  cases  closed  by  PLBs  and  SBAs 
is  projected  to  be  4,950.  It  is  anticipated  changes  inaugu- 
rated by  the  NMB  in  conjunction  with  the  NRLC  and  RLEA  will 
increase  decision  productivity  per  work  day.  The  Members  of 
the  Adjustment  Board  anticipate  that  the  Board  will  receive 
930  cases  and  close  880. 


Public  Law  Boards; 

Cases  pending  start  of  year. 
Cases  received  during  year. . 
Cases  closed  during  year. . . . 
Cases  pending  end  of  year. . . 


WORKLOAD  ACCOMPLISHMENTS 


1990  1991  1992 

Actual        Estimate  Estimate 


10,567  6,954  6,454 

5,737  3,000  2,500 

9,350  1/       3,500  3,600 

6,954  6,454  5,354 
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Special  Boards  of  Adjustment; 

Cases  pending  start  of  year. 
Cases  received  during  year. . 
Cases  closed  during  year. . . . 
Cases  pending  end  of  year. . . 

NRAB: 

Cases  pending  start  of  year. 
Cases  received  during  year. . 
Cases  closed  during  year. . . . 
Cases  pending  end  of  year. . . 

Number  of  boards  convened; 

Special  boards  of  adjustment 
Public  law  boards  


1990 
Actual 


5, 139 
1,946 
4,613  2/ 
2.472 


1,179 
849 

702  3/ 
1,326 


40 
300 


1991 
Estimate 


2,472 
1,000 
1,200 
2,272 


1,326 
820 
867 

1,279 


40 
300 


1992 
Estimate 


2,272 
1,000 
1,350 
1,922 


1,279 
930 
880 

1,329 


40 
300 


1/        Includes    6,041  cases  withdrawn    or  decided  by    the  par- 
ties. 

2/        Includes    3,953  cases  withdrawn    or  decided  by    the  par- 
ties. 

3/        Includes  620  awards  by  referees,  2  awards  by    NRAB  mem- 
bers, and  80  cases  withdrawn. 


A    schematic    outlining  the    grievance  machinery  process 
follows. 
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GRIEVANCE  MACHINERY  FOR  RAILROADS  UNDER  THE  RAILWAY  LABOR  ACT 


RAILROAD  EMPLOYEE  FILES 
A  GRIEVANCE 


GRIEVANCE  SETTLED 
ON  THE  PROPERTY 


UNRESOLVED  GRIEVANCES 
REFERRED  TO  ARBITRATION 


NATIONAL  RAILROAD 
ADJUSTMENT  BOARD 


SPECIAL  BOARD 
OF  ADJUSTMENT 


PUBLIC  LAW  BOARD  (ON 
PROPERTY  OF  CARRIER 


40. 
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NATIONAL  MEDIATION  BOARD 
NATIONAL  RAILROAD  ADJUSTMENT  BOARD 
SALARIES  AND  EXPENSES 

Activity  3.     Adjustment  of  Railroad  Grievances: 
Administrative  Costs 

(1991,  $617,000,  FTE  11) 
(1992,   $667,000,   FTE  11) 


This  request  covers  all  administrative  expenses  atten- 
dant to  the  adjustment  of  minor  grievances  in  the  railroad 
industry  under  Section  153  of  the  Railway  Labor  Act. 

The  number  of  employees  requested  for  the  administrative 
office  and  executive  secretary  area  for  fiscal  year  1992  is 
eleven  (11),  the  same  as  projected  for  FY  1991.  Five  employ- 
ees are  required  to  conduct  the  day-to-day  operation  of  the 
four  divisions  of  the  National  Railroad  Adjustment  Board.  The 
rest  of  the  employees,  six,  are  involved  with  the  administra- 
tion of  all  three  tribunals  under  Section  153  of  the  Railway 
Labor  Act,  i.e.,  Public  Law  Boards,  Special  Boards  of  Adjust- 
ment and  the  National  Railroad  Adjustment  Board. 


41. 
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SALARIES  AND  EXPENSES 

Obligations  by  Object 
(in  thousands  of  dollars) 


Activity  3 :     Adjustment  or 
Railroad  Grievances 

1991 
Est. 

1992 
Est. 

Change 

1991/ 

1992 

lotai  riunujcir  01  pciiuaiicnL  riij 

XX 

Personnel  compensation: 

335 

352 

17 

11.5    Other  personnel 

1 

1 

11.8    Special  personal 

1 , 400 

1,440 

40 

rPr*\'t~ ;a  "1  nprciririrtpl 

XUwuX  UClOUllllCl 

1,736 

1,793 

57 

1Z  •  x       LIVliXall    pel  o tJl  11  ItiX 

61 

65 

4 

21.0    Travel  and  transportation 

173 

193 

20 

Z  O  •  X         XN.CfilL.ClX     £*Cij  XUtSil  L.S                UOn  .  •  • 

122 

13  3 

11 

23.2     Communications,  utilities 

60 

69 

9 

24.0    Printing  and  reproduction 

13 

15 

2 

26.0    Supplies  and  materials... 

12 

13 

1 

0 

5 

5 

2,178 

2,287 

109 
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NATIONAL  MEDIATION  BOARD 
Obligations  for  Information  Technology  Systems 


In  FY  1990.  it  was  reported  that  the  Board's  Referee 
Activity  System  was  modified  to  track  individual  Public  Law 
Board  (PLB)  cases  and  cases  of  related  subject  matter  pro- 
cessed under  section  153  of  the  Railway  Labor  Act.  A  second 
phase  of  that  effort  was  implemented  in  FY  1990  with  the 
tracking  of  Special  Boards  of  Adjustment  (SBA)  by  individual 
cases  and  subject  matter.  The  last  phase  of  the  same  project 
is  currently  under  development  and  will  expand  coverage  of 
National  Railroad  Adjustment  Board  (NRAB)  cases.  This  last 
phase  will  continue  into  FY  1991. 

Another  significant  area  of  improvement  in  FY  1990  was  a 
modification  of  the  Board's  Mediator  Scheduling  System  (MSS) 
which  is  used  not  only  to  improve  mediator  utilization  but 
also  to  track  cases  docketed  by  the  Board.  This  modification 
indexes  open  cases  by  carrier  and  by  mediator. 

An  effort  by  the  NMB  to  index  Board  determinations  was 
avoided  when  a  private  vendor  with  legal  oriented  databases 
undertook  to  include  NMB  decisions  in  its  full-text,  word- 
search  system  of  databases.  As  for  providing  the  General 
Counsel's  office  with  access  to  automated  law-searching  capa- 
bilities, a  feasibility/cost  study  was  completed  and  presented 
to  the  Executive  Director  for  consideration.  The  Board  decided 
to  access  Lexis  for  legal  research.  Lexis  access  software  has 
been  installed  and  training  has  been  scheduled. 

In  the  area  of  accounting,  the  NMB  has  changed  to  the 
new  accounting  system  implemented  by  the  U.S.  Treasury.  The 
Board  has  also  implemented  through  the  U.S.  Treasury  the  Elec- 
tronic Certification  System,  a  process  of  verifying  and  trans- 
mitting payments  electronically  through  a  Regional  Financial 
Center. 

The  Board  has  addressed  internal  communications  in  its 
decision  to  implement  a  local  area  network  linking  its  person- 
al computers  to  facilitate  exchange  of  documents  and  communi- 
cations. The  Board  expects  the  network  to  be  operational 
during  FY  1991.  This  internal  network  further  raises  the 
possibility  of  improving  field/home-office  communications. 

In  this  regard,  a  pilot  project  has  been  implemented 
whereby  five  of  the  Board's  mediators  (field-based)  have  been 
provided  with  personal  computers.     It  is  expected    the  media- 
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tors  will  use  these  machines  not  only  to  prepare  required 
reports  of  field  activities  but  also  to  transmit  those  reports 
to  the  NMB  headquarters  on  an  expedited  basis.  This  electron- 
ic mail  capability  will  further  facilitate  an  exchange  of 
other  important  documents  between  the  Board  Members,  Executive 
Director,  and  mediators  by  providing  a  direct  paper-output 
messaging  system.  The  system  also  will  aid  complex  investiga- 
tions of  representation  matters. 

Purina  FY  1991  and  1992.  the  Board  will  be  concentrating 
on  a  move  of  headquarters  to  a  different  location  due  to  the 
expiration  of  its  current  lease.  At  the  same  time,  the 
Board's  local  area  network  will  be  fine  tuned  and  expanded  to 
include  additional  Board  personnel.  Assuming  positive  results 
from  the  Board's  pilot  project  for  mediators  initiated  in  FY 
1990,  it  is  expected  that  development  will  proceed  to  provide 
the  mediators  with  direct  access  to  case-tracking  and  assign- 
ment data  maintained  in  the  Board's  central  computer  in 
Washington,  D.C. 

None  of  these  new  initiatives  are  major  systems  as  de- 
fined by  the  OMB.  The  cost  of  operating  these  automated  in- 
formation systems  (AIS) ,  both  new  and  existing,  is  estimated 
to  be  $298,000  in  FY  1991  and  $380,000  in  FY  1992. 

Part    of  the  total  obligations  for  technology  systems  is 

the    cost    of    the  required    constant  communication  maintained 

between  headquarters  and  the  Board's  officials  who  travel 
throughout  the  50  states  and  territories. 
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NATIONAL  MEDIATION  BOARD 
OBLIGATIONS  FOR  INFORMATION  TECHNOLOGY  SYSTEMS 

1990  1991  1992 
Actual      Estimate  Estimate 

1.  Capital  Investments  ($000) 

A.  Purchase  of  hardware....  53  0  15 

B.  Purchase  of  software  or 

other  equipment   13  0  10 

C.  Site   9  5  5 

Subtotal   75  5  30 

2 .  Personnel 

A.  Compensation,  benefits 

and  travel  ($000)   114  125  125 

B.  Workyears   (2)  (2)  (2) 

Subtotal   114  125  125 

3.  Equipment  Rental.  Space  & 
Other  Operating  Costs  ($000) 

A.  Lease  of  equipment   2  2  2 

B.  Space   15  15  15 

C.  Supplies  and  other   7  3  3 

Subtotal   24  20  20 

4 .  Commercial  Services  ($000) 

A.  ADP  time   0  10  15 

B.  Leased  telecommunica- 

tions services   29  29  35 

C.  Operations  and  main- 

tenance  28  30  36 

D.  Systems  analysis  and 

proqramming   0  0  20 

E.  System  design  and 

engineering   0  0  0 

F.  Studies  and  other   10  6  16 

Subtotal   67  75  122 

5.  Interagency  Services  ($000) 

A.  Payments   91  73  83 

B.  Offsetting  collections..  0  0  0 

Subtotal   91  73  83 

6.  Intra-agencv  Services  ($000) 

A.  Payments   ...  ...  ... 

B.  Offsetting  collections..  ...  ...  ... 

Subtotal   ...  ...  ... 

7 .  Other  Services  ($000) 

A.  Payments   ...  ...  ... 

B.  Offsetting  collections..  ...  f . .  ... 

Subtotal   ...  ...  ... 

TOTALS 

Total  obligations   371  298  380 

Workyears   (2)  (2)  (2) 
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NATIONAL  MEDIATION  BOARD 
Detail  of  Permanent  Positions 


1991 

1992 

Estimate 

Estimate 

1 

2 

1 

1 

5 

12 

10 

2 

6 

4 

2 

4 

2 

5 

2 

4 

53 

Total  permanent 
positions   58  58 
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Wednesday,  May  1,  1991. 


PHYSICIAN  PAYMENT  REVIEW  COMMISSION 
WITNESSES 

DR.  PHILIP  R.  LEE,  M.D.,  CHAIRMAN 

PAUL  B.  GINSBURG,  PH.D.,  EXECUTIVE  DIRECTOR 

LAUREN  B.  LeROY,  PH.D.,  DEPUTY  DIRECTOR 

Mr.  Early.  The  committee  will  come  to  order. 

We  are  going  to  hear  the  budget  for  the  Physician  Payment 
Review  Commission,  Dr.  Philip  Lee.  Will  you  identify  who  you 
have  with  you,  Dr.  Lee? 

Dr.  Lee.  Thank  you,  Mr.  Chairman. 

I  am  accompanied  by  Dr.  Paul  Ginsburg,  Executive  Director,  and 
Dr.  Lauren  LeRoy,  on  my  right,  Deputy  Director  of  the  Commission 
staff.  And  we  are  pleased  to  be  here  today. 

We  would  like  to  submit  for  the  record  the  full  statement,  and 
then  I  will  briefly  summarize  some  of  the  major  points. 

Opening  Statement 

The  Commission  was  established  by  Congress  in  1986  to  advise 
Congress  on  reforms  in  the  methods  used  to  pay  physicians.  Since 
then,  the  mandate  has  been  expanded  three  times:  First  to  advise 
on  the  issue  of  controlling  spending  for  physician  services  in  the 
Medicare  program;  then  to  advise  on  the  monitoring  and  update  of 
the  Medicare  Fee  Schedule;  then,  in  OBRA  90,  to  advise  on  a 
broader  range  of  issues  affecting  access,  quality,  and  costs. 

In  OBRA  89,  Congress  enacted  comprehensive  Medicare  payment 
reform  that  followed  very  closely  the  recommendations  of  the  Com- 
mission. Also  in  that  legislation,  the  Commission  was  directed  to 
undertake  five  specific  studies  and  to  prepare  a  second  annual 
report  on  Medicare  Volume  Performance  Standards. 

The  specific  studies  included:  Medicare  payments  to  assistants  at 
surgery;  geographic  payment  areas  under  the  fee  schedule;  pay- 
ment to  nonphysician  practitioners;  treatment  of  practice  expense 
and  malpractice  expense  under  the  fee  schedule;  and  a  one-year 
study  on  Medicaid  physician  payment. 

Four  of  these  studies  have  been  completed  and  are  included  in 
the  Commission's  annual  report,  submitted  to  Congress  on  March 
31,  1991.  The  report  on  Medicaid  will  be  submitted  to  Congress  on 
July  1,  1991. 

In  OBRA  90,  the  Congress  substantially  broadened  the  Commis- 
sion's mandate.  In  addition  to  its  role  in  advising  on  major  imple- 
mentation issues  concerning  the  Medicare  Fee  Schedule  and 
making  its  annual  recommendations  on  the  Medicare  Volume  Per- 
formance Standard,  the  following  topics  were  added: 
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Physician  payment  in  the  Medicaid  program  was  made  a  perma- 
nent part  of  the  Commission's  mandate;  medical  malpractice 
reform;  graduate  medical  education;  access  to  services  in  inner  city 
and  rural  areas;  utilization  review  and  quality  of  care;  constraining 
the  costs  of  health  insurance  to  employers;  and  license  and  certifi- 
cation of  physicians. 

To  respond  to  these  Congressional  mandates,  the  Commission  re- 
quests an  appropriation  of  $4,495,000  in  fiscal  year  1992.  This  re- 
quest is  $717,000,  or  16  percent,  above  the  fiscal  year  1991  level, 
but  is  necessary  for  the  Commission  to  comply  with  the  work  re- 
quirements of  the  expanded  mandate. 

In  my  testimony  submitted  for  the  record  today  and  in  the  de- 
tailed statement  submitted  to  the  Appropriations  Committee  on 
February  4,  1991,  we  provide  detailed  information  on  the  appro- 
priations request. 

The  additional  funds  requested  by  the  Commission  will  be  spent 
primarily  in  three  areas:  Salaries  of  full-time  staff,  an  addition  of 
about  $250,000;  main  frame  computer  services  and  programming, 
an  on  additional  $350,000;  and  an  addition  of  $52,000  to  the  current 
budget  for  policy  analysis  and  data  development. 

The  proposed  budget  would  allocate  $3,495,000  for  administration 
and  management  and  $1,000,000  for  policy  analysis  and  data  devel- 
opment. 

The  Congress  has  set  a  challenging  agenda  for  the  Commission 
for  the  coming  year.  I  am  pleased  to  present  the  Commission's 
plans  and  appropriations  request  for  fiscal  year  1992  that  have 
been  developed  to  respond  to  the  Congressional  mandates. 

We  would  be  pleased  to  respond  to  any  questions  you  have  re- 
garding the  Commission's  work  in  its  fiscal  year  1992  budget  re- 
quest. 

[The  statement  of  Dr.  Lee  follows:] 
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Mr.  Chairman,  I  am  pleased  to  come  before  this  Committee  to  discuss  the  Commission's  work  and 
its  appropriation  request  for  fiscal  year  1992.  The  Commission  was  established  in  1986  to  advise 
Congress  on  reforms  in  the  methods  used  to  pay  physicians  under  Medicare.  Since  then,  its 
mandate  has  been  expanded  three  times,  first  to  take  on  the  issue  of  controlling  spending  for 
physician  services,  then  to  carry  out  advisory  responsibilities  in  monitoring  and  updating  the 
Medicare  Fee  Schedule,  and  this  past  year  to  look  beyond  Medicare  payment  to  issues  affecting 
access,  quality,  and  cost.  Throughout  this  time,  the  Commission  has  maintained  a  strong  record  of 
accomplishments,  providing  timely  information  and  advice  to  Congress  and  considering  the  views 
of  groups  affected  by  its  work  in  developing  its  recommendations. 

The  Commission's  activities  in  the  past  year  reflected  both  a  continuation  of  its  work  on  issues 
related  to  refinement  and  implementation  of  the  Medicare  Fee  Schedule  and  a  turn  toward  work 
on  a  broader  range  of  issues.  OBRA89  set  out  new  assignments  for  the  Commission  in  both 
monitoring  and  updating  the  fee  schedule  and  conducting  studies  of  specific  issues  of  concern  to 
Congress.  Last  May,  the  Commission  issued  the  first  of  what  will  become  an  annual  report  on 
setting  standards  for  expenditure  growth  and  updating  fees.  It  also  established  an  expert  panel  on 
access  to  advise  it  in  commenting  on  the  HHS  Secretary's  annual  report  on  utilization,  access  and, 
quality.  In  addition,  it  has  already  completed  four  congressionally  mandated  studies  and  has  one 
remaining  study  slated  to  be  submitted  to  Congress  in  July. 

In  OBRA90,  the  Congress  set  out  the  most  substantial  expansion  of  the  Commission's  mandate  to 
date.  Formally  added  to  its  work  plan  were  such  topics  as  Medicaid  physician  payment,  medical 
malpractice  reform,  graduate  medical  education,  access  to  services  in  inner-city  and  rural  areas, 
utilization  review  and  quality  of  care,  and  constraining  the  costs  of  health  insurance  to  employers. 
Anticipating  the  interest  of  Congress  in  many  of  these  issues,  the  Commission  already  had  work 
underway  at  the  time  the  legislation  was  enacted.    OBRA90  also  formalized  the  role  the 
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Commission  has  played  since  1987  in  providing  advice  on  budget  options  affecting  Medicare 
physician  payment. 

COMMISSION  REPORTS  TO  CONGRESS 

The  Commission  now  has  two  reports  due  each  year.  OBRA89  added  a  report  on  Volume 
Performance  Standards  that  is  submitted  to  Congress  on  May  IS  each  year.  In  that  report,  the 
Commission  comments  on  the  Secretary's  recommendations  on  setting  Volume  Performance 
Standards  and  updating  fees  and  presents  its  own  recommendations  and  supporting  analyses.  The 
approach  proposed  by  the  Commission  in  last  year's  report,  to  subtract  two  percentage  points  from 
the  Medicare  Actuary's  best  projection  of  outlay  growth,  was  adopted  by  Congress  for  the  Volume 
Performance  Standard  for  fiscal  year  1991.  The  Commission  will  be  meeting  tomorrow  to  make 
its  recommendations  for  this  year's  report. 

The  Commission  submitted  its  annual  report  to  Congress  on  March  31.  Copies  of  the  report  were 
sent  to  each  member  of  this  Committee.  The  report  covers  a  broad  range  of  topics  that  fall  into 
three  general  categories.  First,  a  substantial  portion  of  the  report  is  devoted  to  unresolved  issues 
in  the  implementation  of  the  Medicare  Fee  Schedule.  These  include  refining  the  scale  of  relative 
work,  developing  resource-based  methods  for  detennining  practice  expense  and  malpractice  expense, 
defining  geographic  payment  areas,  and  calculating  the  conversion  factor. 

The  report  next  considers  a  number  of  specific  policy  and  technical  issues  concerning  the  fee 
schedule.  These  include  payment  to  nonphysician  practitioners,  payment  to  podiatrists  and 
optometrists,  the  use  of  time  units  in  payment  of  anesthesiologists,  and  issues  related  to  payment 
for  the  anesthesia  care  team,  assistants-at-surgery,  and  electrocardiograms. 
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The  final  chapters  of  the  report  reflect  a  turning  point  in  the  Commission's  work  by  introducing  new 
issues  contained  in  the  OBRA90  mandate.  These  include  physician  payment  under  Medicaid, 
improving  delivery  of  health  services  in  rural  areas,  the  impact  of  Medicare  payment  reform  on 
private  payers,  profiling  physician  practice  patterns,  and  medical  malpractice  reform.  While  I 
cannot  go  into  detail  on  the  1991  report  in  this  brief  statement,  I  will  be  pleased  to  answer 
questions  on  any  of  the  issues  it  contains. 

COMMISSION  WORK  PLAN 

With  the  expansions  in  the  Commission's  mandate  in  the  past  two  years,  its  work  plan  has  grown 
to  include  both  broad  policy  areas  encompassed  in  the  payment  reform  legislation  and  other  issues 
that  go  beyond  Medicare  policy.  While  the  initial  work  on  the  key  elements  of  the  Medicare  Fee 
Schedule  will  be  completed  prior  to  its  implementation  in  January  1992,  the  Commission  expects 
important  refinements  to  be  made  after  that  date.  During  the  next  year,  it  will  continue  its  work 
to  evaluate  and  refine  additional  results  from  the  Hsiao  study.  It  will  also  begin  to  explore  the 
potential  for  establishing  broader  units  of  payment,  such  as  bundling  payment  for  certain  tests  into 
visits  or  establishing  a  payment  for  the  team  of  physicians  involved  in  the  care  of  patients 
undergoing  transplant  surgery. 

The  Commission's  work  on  the  practice  expense  and  malpractice  expense  components  of  the  fee 
schedule  will  focus  on  refining  the  resource-based  methods,  assessing  their  implications,  and 
developing  recommendations  on  these  policies  for  Congress. 

The  Commission  is  also  very  interested  in  the  responses  of  physicians  to  the  Medicare  Fee  Schedule 
and  the  effects  of  payment  reform  on  beneficiaries.  It  will  analyze  claims  data  to  assess  the  impact 
of  fee  changes  on  volume  of  Medicare  services  and  the  effect  of  changes  in  Medicare  payment  on 
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private  sector  outlays.  It  will  also  conduct  a  series  of  analyses  and  consult  with  its  Advisory  Panel 
on  Access  to  assess  the  impact  of  payment  reform  on  beneficiary  access. 

This  coming  year,  the  Commission  will  again  review  the  HHS  Secretary's  recommendations  on  the 
annual  Volume  Performance  Standard  and  fee  update  and  make  its  own  recommendations  to 
Congress.  To  meet  this  responsibility,  the  Commission  includes  in  its  work  plan  a  series  of  analyses 
to  determine  how  to  account  for  such  factors  as  technology  change,  inappropriate  utilization  of 
services,  and  inadequate  access  to  services  in  setting  the  standard.  It  will  also  assess  actual 
expenditure  patterns  along  with  other  factors  that  should  be  taken  into  consideration  in  determining 
annual  updates  in  fees.  The  Commission  plans  to  continue  to  explore  ways  the  Volume 
Performance  Standard  policy  might  evolve  to  increase  its  effectiveness. 

The  Commission  will  have  projects  underway  in  each  of  the  new  areas  included  in  its  mandate  in 
OBRA90.  In  many  cases,  they  will  build  on  the  initial  work  reported  in  the  Commission's  1991 
annual  report.  After  completing  a  general  review  of  rural  health  care  issues  this  year,  the 
Commission  will  consider  different  types  of  payment  incentives  to  attract  and  retain  physicians  in 
rural  areas  and  examine  measures  to  increase  the  availability  of  health  care  resources  to  rural 
populations.  It  will  also  begin  a  review  of  access  problems  in  the  inner  city.  The  work  the 
Commission  is  conducting  on  Medicaid  payment  policy  will  be  an  important  element  in  any  strategy 
to  improve  access  to  care.  Using  data  on  physician  fee  levels  from  its  survey  of  state  Medicaid 
programs,  the  Commission  will  analyze  the  relationship  between  Medicaid  fees  and  utilization.  It 
will  then  develop  a  series  of  payment  options  and  assess  the  impact  of  each  on  utilization  and 
expenditures. 

Medical  malpractice  reform  is  also  now  on  the  Commission's  agenda.  The  Commission  has  begun 
a  broad  examination  of  medical  malpractice  and  presents  the  framework  for  its  ongoing  analysis  in 
its  1991  report.  During  the  next  year,  it  will  assess  the  merits  of  alternative  systems  to  assure 
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quality  and  compensate  avoidable  injury  and  will  explore  whether  these  two  functions  should  be 
addressed  by  different  systems. 

The  OBRA90  mandate  reflects  congressional  concerns  about  measures  to  improve  the  quality  and 
appropriateness  of  care.  The  Commission  has  two  projects  planned  in  this  area  during  the  next 
year.  It  will  return  to  its  earlier  work  on  practice  guidelines  to  assess  the  processes  established 
through  the  Agency  for  Health  Care  Policy  and  Research  to  set  priorities  for  guideline  development 
and  to  develop  and  disseminate  the  guidelines.  It  plans  to  hold  a  second  conference  to  explore, 
among  other  things,  how  practice  guidelines  can  be  used  by  Medicare  and  other  payers  for  both 
payment  and  quality  assurance. 

The  Commission  also  believes  that  profiling  of  physician  practice  patterns  has  exciting  potential  for 
improving  both  quality  assurance  and  utilization  review.  It  will  explore  current  and  future  uses  of 
profiling  and  will  develop  profiles  to  test  the  use  of  the  technique  and  assess  its  potential  strengths 
and  weaknesses. 

Payment  policy  affects  the  specialty  choices  of  physicians,  and  physician  supply  affects  the  number 
and  types  of  services  provided  to  patients.  Recognizing  these  relationships,  the  Congress  asked  the 
Commission  to  examine  the  supply  and  specialty  distribution  of  physicians  and  the  role  of  Medicare 
in  financing  graduate  medical  education.  The  Commission  has  begun  work  that  over  the  course  of 
the  next  year  should  help  to  define  national  goals  for  graduate  medical  education  and  the  policy 
options  that  are  consistent  with  those  goals. 

ESTIMATE  FOR  FISCAL  YEAR  1992 


The  Commission  requests  $4,495  million  for  Fiscal  Year  1992.  This  funding  level  would  cover  the 
annual  costs  of  a  staff  of  26,  provide  the  resources  to  support  their  work,  cover  expenses  for 
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Commission  meetings,  and  permit  funding  of  contracts  for  analyses  and  data  development  to 
supplement  the  work  of  the  staff.  This  request  amounts  to  an  increase  of  $717,000  over  the 
Commission's  FY  1991  appropriation.  The  increase  is  substantial  but  one  that  is  considered 
necessary  for  the  Commission  to  comply  with  the  work  requirements  in  its  expanded  mandate.  The 
Commission  will  be  adding  staff,  working  with  an  expanded  number  of  data  bases,  and  conducting 
surveys  and  other  analytic  work  requiring  outside  expertise. 

Staffing,  mainframe  computer  services,  and  contracts  for  policy  analysis  and  data  development 
continue  to  be  the  major  elements  of  the  Commission's  annual  budget  The  Commission  has 
recruited  a  highly  trained  and  motivated  staff  that  has  been  productive  beyond  what  its  size  might 
suggest  because  of  its  expertise  and  commitment  to  high  quality,  timely  work.  The  Commission  has 
found  from  experience  that  maintaining  its  effectiveness  in  developing  useful  recommendations  for 
Congress  requires  that  much  of  its  work  be  conducted  or  managed  by  senior  professionals.  It  has 
also  factored  in  the  need  in  the  next  year  for  staff  to  develop  new  issue  areas  included  in  the 
OBRA90  expansion  of  its  mandate. 

The  scope  of  the  Commission's  analytic  work  requiring  computer  and  programming  services  has 
increased  each  year  primarily  for  two  reasons:  1)  the  number  of  data  sets  available  from  outside 
sources  or  generated  by  the  Commission  has  increased  and  2)  a  larger  proportion  of  the 
Commission's  analytic  work  has  involved  quantitative  analyses  because  of  the  nature  of  the  issues 
before  it.  Given  the  need  for  analytic  work  to  support  the  Commission's  roles  in  refining  the  fee 
schedule  and  advising  on  Volume  Performance  Standards  and  the  expansion  of  data  bases  required 
to  analyze  new  issues  in  the  OBRA90  mandate,  adequate  funds  for  data  management  will  continue 
to  be  a  priority  in  the  Commission's  budget  request. 

The  Commission  uses  outside  contractors  when  conducting  analyses  internally  would  be  more  costly 
and  time  consuming,  when  needed  data  would  only  become  available  to  staff  under  contract  with 
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outside  groups,  or  when  needed  technical  expertise  does  not  exist  within  the  staff.  The 
Commission's  more  detailed  appropriation  justification  submitted  to  this  Committee  last  February 
outlines  the  projects  that  would  be  conducted  with  the  funds  requested.  The  projects  encompass 
specific  aspects  of  the  Commission's  work  on  the  relative  value  scale  of  the  Medicare  Fee  Schedule, 
the  impact  of  technology  on  volume  and  expenditure  growth,  monitoring  the  effects  of  payment 
reform,  and  Medicaid.  Funds  would  also  be  used  to  broaden  the  expertise  available  to  the 
Commission  on  malpractice  reform,  licensure  and  certification,  and  graduate  medical  education. 
Finally,  these  funds  would  allow  preparation  of  expert  papers  for  Commission  conferences  on 
profiling  and  practice  guidelines. 

The  Commission  has  set  a  challenging  agenda  for  the  coming  year.  I  am  pleased  to  present  its 
plans  to  you  and  to  respond  to  any  questions  you  have  regarding  the  Commission's  work  or  its 
FY1992  budget  request. 


7 


775 


PHILIP  R.  LEE,  MJD.,  professor  of  Social  Medicine,  has  served  as  Director  of  the  Institute  for 
Health  Policy  Studies  at  the  University  of  California,  San  Francisco  (UCSF)  since  1972.  He  served 
as  chancellor  of  UCSF  from  1969  to  1972  and  was  assistant  secretary  for  Health  and  Scientific 
Affairs  in  the  Department  of  Health,  Education  and  Welfare  from  1965  to  1969.  Dr.  Lee  is  the 
author  of  over  100  articles  in  the  health  field  and  has  coauthored  numerous  books.  His  teaching 
and  research  endeavors  in  the  field  of  health  policy  focus  on  health  care  for  the  elderly,  prescription 
drugs,  physician  payment,  reproductive  health  policy,  and  AIDS-related  policies  and  costs.  Dr.  Lee 
is  a  frequent  adviser  to  federal,  state,  and  local  health  policymakers  and  serves  on  the  boards  of  a 
number  of  nonprofit  organizations.  In  July  1986,  he  was  appointed  Chairman  of  the  Physician 
Payment  Review  Commission. 


PAUL  B.  GINSBURG,  Ph  JX,  is  the  Executive  Director  of  the  Commission.  He  has  long  and  varied 
experience  with  a  wide  range  of  health  care  financing  issues,  including  physician  payment,  hospital 
payment,  health  insurance,  and  alternative  delivery  systems.  Prior  to  joining  the  Commission,  Dr. 
Ginsburg  was  a  senior  economist  at  the  RAND  Corporation,  where  he  led  projects  on  preferred 
provider  organizations,  Medicare  prospective  payment,  physician  payment,  and  cost-containment 
in  employee-based  health  plans.  He  was  deputy  assistant  director  for  Income  Security  and  Health 
at  the  Congressional  Budget  Office,  where  he  prepared  analyses  for  the  Congress  on  federal  health 
policy  issues  with  significant  budgetary  implications.  Dr.  Ginsburg  has  served  on  the  faculties  of 
Duke  University  and  Michigan  State  University.  He  earned  a  doctorate  in  economics  at  Harvard 
University  in  1971. 


LAUREN  B.  LeROY,  PhJD.,  is  the  Deputy  Director  of  the  Commission.  Dr.  LeRoy  came  to  the 
Commission  after  serving  as  associate  director  of  the  Commonwealth  Fund  Commission  on  Elderly 
People  Living  Alone.  Prior  to  that,  she  was  assistant  director  of  the  Institute  for  Health  Policy 
Studies,  University  of  California,  San  Francisco,  and  the  director  of  the  Institute's  Washington 
office.  She  also  spent  several  years  working  on  health  care  financing  legislation  in  the  Department 
of  Health,  Education,  and  Welfare.  Dr.  LeRoy's  research  interests  and  published  work  have 
focused  on  physician  training  and  practice,  the  nurse  labor  market,  and  aging  issues.  Dr.  LeRoy 
received  her  doctorate  in  social  policy  planning  from  the  University  of  California,  Berkeley. 
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Mr.  Early.  Thank  you  very  much. 

MEDICARE  FEE  SCHEDULE  CHANGES 

I 

Dr.  Lee,  the  1989  Budget  Reconciliation  Act  requires  the  transi-  j 
tion  to  the  new  Medicare  Fee  Schedule  on  January  1  of  next  year. 
Can  you  explain  to  the  committee  how  this  will  change  the  way  \ 
physicians  are  reimbursed  by  Medicare? 

Dr.  Lee.  Currently,  physicians  in  the  Medicare  program  are  paid 
under  what  is  called  the  customary,  prevailing  and  reasonable 
system.  That  is,  physicians  set  their  own  charges.  Then,  Medicare 
looks  at  what  a  physician  has  charged  in  the  previous  year,  and 
what  the  physicians  in  the  area  charge  for  that  same  service.  Medi- 
care then  determines  what  the  payment  will  be. 

This  means  there  is  tremendous  variation  between  geographic 
areas  and  between  physicians.  Even  between  physicians  in  the 
same  geographic  area,  there  is  variation. 

With  the  new  fee  schedule,  there  are  several  things  we  accom- 
plished. An  effort  was  made  to  level  the  playing  field,  to  create 
neutral  incentives.  Under  the  current  system,  which  is  based  on 
historical  charges,  procedures  are  paid  at  a  much  higher  rate  than 
evaluation  and  management  services. 

The  new  fee  schedule  will  go  into  effect  on  January  1,  1992,  and 
over  a  five-year  period  it  will  be  fully  implemented.  About  52  per- 
cent of  the  change  in  payment  rates  to  the  fee  schedule  will  be 
achieved  when  the  transition  begins  in  1992. 

The  reason  for  that  is  that  in  the  last  few  years,  Congress  has 
been  reducing  payments  for  what  are  called  overvalued  proce- 
dures— cardiovascular  surgery,  various  orthopedic  procedures,  and 
radiology  procedures.  These  procedures  have  been  moving  in  the  di- 
rection of  the  fee  schedule,  even  before  transition  to  the  fee  sched- 
ule is  stated  to  begin. 

It  levels  the  playing  field.  It  makes  for  more  equitable  payments 
among  physician  groups.  We  hope  that  in  doing  this,  it  will  contrib- 
ute to  slowing  the  rate  of  increase  in  expenditures  for  physician 
services. 

Mr.  Early.  Are  you  saying,  Dr.  Lee,  the  procedures  should  be  the 
same  payments  as  the  analysis? 

Dr.  Lee.  No,  the  payments  in  the  future  will  be  based  on  the 
work  that  is  involved.  Currently,  a  procedure  is  disproportionately 
paid  for. 

In  the  future  the  resource  cost  that  is  involved  will  be  the  deter- 
mining factor  in  deciding  what  the  fee  should  be  for  that  particular 
service. 

Mr.  Early.  The  rate— I  mean,  as  far  as  the  responsibility  of  the 
surgery  versus  a  simple  analysis,  you  don't  expect  the  rate  to  be 
the  same? 

Dr.  Lee.  The  surgeon  will  be  paid  significantly  higher  because 
there  is  more  work  involved  in  a  heart  bypass  graft  surgery;  that 
will  still  be  paid  far  more  per  hour  than,  for  example,  a  visit  to  the 
physician  in  the  office. 

Mr.  Early.  Is  the  implementation  of  the  new  payment  system 
generally  on  schedule? 
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Dr.  Lee.  We  are  monitoring  HCFA  implementation  plans.  They 
expect  to  release  within  the  next  few  weeks  their  detailed  plans. 
This  would  be  for  a  comment  period  of  60  days,  and  I  would  say 
that  in  general,  we  think  they  are  on  schedule. 

Mr.  Early.  What  are  the  unresolved  issues? 

Dr.  Lee.  There  are  several  issues  that  remain  to  be  resolved.  One 
relates  to  the  coding  for  evaluation  and  management  visits.  In 
other  words,  what  do  we  pay  for  an  office  visit?  There  have  been 
some  differences  of  opinion  between  the  Commission  and  the 
Health  Care  Financing  Administration  on  this  issue,  and  I  think 
those  issues  will  be  resolved  in  the  near  future. 

Mr.  Early.  Generally,  who  comes  out  on  the  higher  side,  HCFA 
or  you  people? 

Dr.  Lee.  Our  role  is  advising  Congress.  HCFA's  job  is  to  imple- 
ment the  policies  you  establish.  Our  job  is  to  monitor  what  they  do, 
and  if  we  think  they  are  not  on  target,  to  advise  you  on  that. 

Mr.  Early.  You  didn't  answer  my  question  too  well,  Doctor.  That 
is  all  right.  It  might  not  have  been  a  fair  question. 

What  share  of  your  1991  workload  is  related  to  resolving  these 
issues? 

Dr.  Lee.  Paul,  could  you  respond  to  that? 

Mr.  Early.  Of  your  workload,  how  much  time  is  spent  on  the  un- 
resolved issues? 

Dr.  Ginsburg.  Maybe  a  third  of  our  workload. 

Mr.  Early.  What  will  be  the  impact  of  the  new  fee  schedule  on 
access  to  physicians  in  rural  areas? 

Dr.  Lee.  We  believe  the  fee  schedule  should  improve  access.  It 
will  improve  payments  to  physicians  in  rural  areas  by  doing  two 
things:  One,  by  paying  more  for  evaluation  and  management  serv- 
ices; and  second,  there  is  a  bonus  payment  in  underserved  rural 
areas. 

So,  we  believe  access  should  be  improved  for  beneficiaries  in 
rural  areas. 

Dr.  Ginsburg.  If  I  can  answer  that,  the  overall  geographic  ad- 
justment factor  in  the  fee  schedule  will  result  in  a  smaller  differen- 
tial between  urban  and  rural  areas  than  we  find  today. 

That  is  one  of  the  most  important  parts  of  it. 

BUDGET  RECONCILIATION  ACT  OF  1990 

Mr.  Early.  Have  the  spending  cuts  included  in  the  1990  Budget 
Reconciliation  Act  affected  the  payment  reform  schedule  for  next 
year? 

Dr.  Lee.  The  main  effect  will  be,  to  reduce  the  increase  anticipat- 
ed for  evaluation  and  management  services.  We  had  projected, 
with  earlier  simulations,  that  the  increases  would  be  on  the  order 
of  30  percent.  Those  increases  will  now  be  on  the  order  of  10  per- 
cent; so  it  is  a  lower  rate  of  increase. 

Paul,  do  you  want  to  add  anything? 

Dr.  Ginsburg.  If  I  can  add  to  that,  the  relative  changes  in  pay- 
ments among  different  services  are  intact,  and  the  only  effect  of 
the  1990  reconciliation  on  the  relative  values  is  that  the  move- 
ments to  these  values  occurred  somewhat  faster  by  doing  addition- 
al overvalued  procedure  reductions.  The  differential  update  be- 


778 


tween  primary  care  and  other  services  also  increased  the  move- 
ment to  fee  schedule  values. 

What  Dr.  Lee  was  talking  about,  the  cumulative  impact  of  all  the 
cuts  from  OBRA  90,  reduces  the  conversion  factor  at  the  start  of 
the  transition  to  the  fee  schedule  beyond  what  was  projected. 
Whereas  evaluation  and  management  still  are  going  to  gain  30  per- 
cent relative  to  other  services,  since  the  conversion  factor  has  been 
reduced,  the  physicians,  just  looking  at  the  dollars  of  increase, 
won't  see  as  large  an  increase  from  1991  as  they  had  been  antici- 
pating. 

VOLUME  PERFORMANCE  STANDARDS 

Mr.  Early.  You  have  a  report  due  to  Congress  in  two  weeks  on 
the  Secretary's  recommendations  for  Volume  Performance  Stand- 
ards. Has  the  Secretary  issued  his  recommendations? 

Dr.  Lee.  Unfortunately  not.  We  hope  they  may  issue  them  by  to- 
night. 

Mr.  Early.  Will  you  be  able  to  produce  a  report  on  time? 

Dr.  Lee.  As  soon  as  those  recommendations  come  out,  we  will 
review  them.  We  have  done  a  great  deal  of  work  in  anticipation  of 
that.  Although  we  have  to  comment  on  the  Secretary's  report,  our 
recommendations  will  be  based  on  our  own  independent  analysis  of 
what  the  Volume  Performance  Standard  should  be. 

Mr.  Early.  I  hope  you  can  do  that  timely,  Doctor.  There  are  so 
many  commissions  and  groups  around  here  that  find  reasons  not  to 
be  timely.  If  the  Secretary  is  late  with  what  he  is  supposed  to  give 
you,  I  hope  the  Commission  will  try  to  get  it  the  date  specifically 
specified. 

Dr.  Lee.  We  have  not  failed  so  far,  Mr.  Chairman,  to  submit  any 
report  on  time.  I  can  assure  you  we  will  do  that  with  this  report  as 
well. 

Mr.  Early.  This  member  feels  they  don't  meet  their  deadline  be- 
cause they  are  afraid  to  make  decisions. 

WORKLOAD  INCREASES 

Now,  as  you  testified,  the  1990  Budget  Reconciliation  Act  has  ex- 
panded your  responsibilities.  Your  description  on  just  Medicare — 
malpractice,  they  really  have  broadened  them.  How  many  of  the 
new  tasks  had  already  been  anticipated  and  incorporated  into  your 
work  plan? 

Dr.  Lee.  Well,  we  have  been  working  on  medical  malpractice. 
The  work  we  have  done  in  that  area  so  far  has  focused  on  how  to 
incorporate  the  premiums  into  the  formula  for  medicare  payment. 
In  anticipating  our  work  on  malpractice  reform  issues,  we  have 
had  some  testimony,  and  we  have  done  some  background  work. 

In  some  other  areas,  such  as  access  to  physicians  in  inner  city 
areas,  we  have  not  yet  begun  work.  We  have  spent  a  lot  of  time 
looking  at  access  in  rural  areas,  and  that  was  the  reason  we  made 
some  of  the  previous  recommendations  about  increasing  payment 
in  underserved  rural  areas. 

We  have  had  hearings  in  the  past  on  utilization  review  and  qual- 
ity of  care.  But  we  have  not  conducted  the  kind  of  intensive  exami- 
nation that  we  will  now  have  to  make. 
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Graduate  medical  education  has  not  been  an  area  the  Commis- 
sion has  addressed  up  to  now,  so  that  really  is  a  new  issue  for  us  to 
examine. 

Mr.  Early.  It  is  always  tough,  Doctor,  but  you  have  to  narrow 
what  you  are  doing  for  us  to  get  the  best  results.  How  much  are 
your  1992  increases  associated  with  the  new  responsibilities?  You 
have  already  used  a  good  amount  of  time  here. 

Dr.  Ginsburg.  The  cost  of  meeting  all  these  new  responsibilities 
is  more  than  the  16-percent  increase  we  have  asked  for.  I  think  the 
reason  is  that  some  of  our  original  responsibilities  have  grown 
easier. 

In  other  words,  we  did  a  lot  of  work  constructing  parts  of  the 
payment  reform  proposal.  Now  that  payment  reform  has  been  en- 
acted, our  role  is  in  identifying  major  implementation  issues  and 
monitoring  changes. 

I  would  imagine — again,  I  am  guessing  

Mr.  Early.  It  is  really  your  professional  opinion. 

Dr.  Ginsburg.  I  would  say  these  new  issues  perhaps  will  account 
for  a  third,  or  40  percent,  of  our  activity  in  the  coming  year. 

Mr.  Early.  How  many  additional  reports  will  you  be  required  to 
produce  next  year  in  addition  to  your  annual  report  and  the 
Volume  Performance  Standards  report? 

Dr.  Lee.  We  have  the  report  on  Medicaid  which  will  be  coming 
out  July.  Do  we  have  additional  required  reports? 

Dr.  Ginsburg.  We  have  some  additional  reports  planned,  but  the 
only  required  reports  are  the  ones  you  mentioned. 

Dr.  LeRoy.  We  are  also  required  to  comment  on  the  Secretary's 
report  on  access,  quality,  and  utilization  under  the  Medicare  pro- 
gram. 

Mr.  Early.  Doctor,  how  much  do  you  have  with  following  up  on 
your  report  as  far  as  to  see  that  it  gets  implemented,  or  see  that  it 
gets  addressed  somehow? 

Dr.  Lee.  If  we  start  with  OBRA  89,  the  recommendations  we 
made  to  Congress  in  the  spring  of  that  year  were  basically  enacted. 
And  part  of  our  work  is,  on  behalf  of  the  Congress,  to  monitor  the 
implementation  of  those  recommendations.  The  Volume  Perform- 
ance Standard  report  every  year  is  a  very  detailed  recommendation 
on  a  specific  part  of  that. 

Access  is  something  we  will  be  monitoring  partly  because,  with 
the  change  in  payments,  we  want  to  ensure  that  beneficiaries  con- 
tinue to  have  access.  The  Secretary  must  submit  a  report  on  this 
issue.  We  established  an  advisory  committee  to  help  us  review  this 
report  and  other  access  issues.  They  will  be  meeting  probably  three 
times  in  the  coming  year.  We  think  access  is  a  critically  important 
area  for  monitoring  implementation. 

We  are  also  monitoring  coding  reforms,  the  conversion  factor, 
and  some  other  areas.  We  feel  we  have  a  major  responsibility  to 
the  Congress  to  serve  in  this  oversight  or  monitoring  role. 

Mr.  Early.  Those  that  you  described  are  pretty  easy  to  follow  as 
far  as  how  they  get  implemented.  On  some  of  the  expanded  roles 
you  got,  I  am  afraid  you  are  going  to  fall  in  that  area  where  you 
produce  a  report,  and  it  stays  in  somebody's  desk,  and  we  don't  get 
it  implemented. 

I  am  going  to  yield  to  Mr.  Pursell. 
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Mr.  Pursell.  Thank  you,  Doctor.  Nice  to  have  you  before  the 
committee. 

MEDICARE  FEE  SCHEDULE 

You  were  talking  earlier  about  an  even  playing  field.  Tell  me, 
how  do  we  get  an  even  playing  field  in  this  business? 

Dr.  Lee.  What  you  try  to  do  is  create  a  fee  schedule  so  that  the 
incentives  for  the  performance  of  a  particular  service  or  procedure 
are  the  same.  That  is,  payment  is  based  on  the  work. 

In  that  sense,  it  is  a  level  playing  field.  Clearly,  cardiovascular 
surgery  is  more  work  than  an  office  visit  for  a  common  cold.  And 
this  is  reflected  in  the  relative  values,  so  that  the  incentive  for  the 
physician  is  the  same.  Now,  let's  take  an  example  of  an  internist 
who  sees  a  patient  in  the  office  with  a  gastrointestinal  complaint. 
Currently,  if  they  do  a  colonoscopy  or  another  endoscopic  proce- 
dure, the  payment  per  unit  of  time  is  about  four  times  the  amount 
if  they  take  a  history,  do  a  physical  examination. 

There  is  an  incentive  for  the  physician  to  do  the  procedure.  With 
payment  reform,  the  goal  is  to  level  those  incentives,  so  that  the 
reason  for  doing  it  is  that  the  patient  needs  it,  and  not  because  the 
economic  incentives  tilt  you  in  one  direction  or  another. 

RURAL  AND  URBAN  DIFFERENTIAL 

Mr.  Pursell.  What  is  the  significance  of  HUD  rental  costs  when 
we  are  trying  to  get  an  accurate  cost  factor  ratio? 

Dr.  Lee.  HUD  rental  data  is  used  as  a  surrogate  for  commercial 
rents.  We  believe  they  should  determine  what  the  actual  commer- 
cial rents  are  in  order  to  calculate  the  geographic  adjustment 
factor. 

In  some  areas  there  are  potentially  very  serious  problems.  In 
New  York  City,  Manhattan  is  an  example  where  the  surrogate  that 
they  use  is  inaccurate  because  there  has  been  rent  control  in  New 
York.  Instead,  they  use  some  communities  in  New  Jersey  to  calcu- 
late the  rent  cost  for  New  York. 

We  believe  it  would  be  better  to  find  out  what  the  commercial 
rents  are  so  you  can  get  a  more  accurate  geographic  multiplier. 

Mr.  Pursell.  Do  you  see  a  lessening  of  the  differential  between 
rural  and  urban  in  terms  of  new  proposed  

Dr.  Lee.  With  the  geographic  multiplier,  using  the  recommended 
formula,  there  should  be  a  definite  improvement.  It  is  our  view 
now  that  physicians  in  rural  areas  have  been  relatively  underpaid, 
and  in  urban  areas,  particularly  in  large  metropolitan  areas  like 
New  York  and  Los  Angeles,  overpaid  relative  to  the  average  physi- 
cian. 

Mr.  Pursell.  You  think,  in  other  words,  you  might  be  bringing 
that  down  and  bringing  the  rural  up,  so  there  is  a  little  fairer  dis- 
tribution there? 

Dr.  Ginsburg.  We  have  actually  projected  that  under  the  fee 
schedule,  the  effect  of  both  the  change  in  the  rural  alignment  of 
rates  and  in  evaluation  and  management  services  compared  to  pro- 
cedures will  increase  payments  to  rural  physicians  by  about  13  per- 
cent. 

What  you  find  
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Mr.  Pursell.  Say  that  again,  the  average? 

Mr.  Ginsburg.  The  average  payments  to  rural  physicians  will  in- 
crease in  relative  terms  about  13  percent  under  the  fee  schedule 
because  of  both  the  geographic  policy  and  the  emphasis  on  primary 
care,  which  is  a  larger  part  of  a  rural  physician's  practice. 

If  you  look  at  the  geographic  adjustment  factor,  it  certainly  has 
its  problems,  and  I  look  forward  to  it  being  improved  over  the 
years.  But  if  you  think  of  the  national  average  as  1.0,  the  lowest 
areas  have  a  factor  of  about  0.9,  and  the  highest  factor  is  1.16.  This 
is  much  less  variation  geographically  than  you  find  under  the  cur- 
rent system. 

DELIVERY  OF  SERVICES 

Mr.  Pursell.  You  are  doing  a  study  and  will  have  access  to  the 
inner  city.  Dr.  Sullivan  was  here  a  couple  months  ago,  and  said  we 
have  all  the  technology,  but  we  are  not  delivering  the  services  too 
well  in  the  rural  and  inner  cities. 

Dr.  Lee.  We  have  been  asked  by  Congress  in  this  latest  mandate 
to  look  at  access  in  inner-city  areas,  as  well  as  rural  areas.  One  of 
our  Commissioners  is  from  rural  El  Dorado,  Texas,  so  we  have  had 
a  lot  of  interest  in  the  rural  issues. 

Mr.  Pursell.  How  do  you  do  an  analysis  of  Washington,  D.C.  if 
you  don't  have  any  real  strategic  plan?  With  different  levels  of  gov- 
ernment. It  seems  as  though  it  is  a  mass  of  fragmented  deliveries 
of  service. 

Now  we  are  coming  in  with  new  infant  mortality  centers  into  the 
big  cities,  sitting  there  maybe  by  themselves.  I  don't  know.  A  lack 
of  coordination,  a  lack  of  block  grant  money  going  into  the  cities, 
Medicare,  Medicaid,  all  of  the  above. 

I  don't  know  how  you  can  look  at  it  without  targeting  a  few 
cities  and  a  few  rural  areas  and  doing  a  good,  thorough  analysis  of 
where  the  health  dollars  are  going,  and  if  they  are  reaching  their 
proper  destination  and  have  sort  of  a  mission  like  a  Desert  Storm 
plan. 

I  am  not  sure  that — I  haven't  seen  a  single  public  agency  out  of 
Sullivan's  shop  that  really  has  a  grip  on. 

Dr.  Lee.  With  another  hat  on,  I  serve  as  Director  of  the  Institute 
for  Health  Policy  Studies  in  San  Francisco.  In  California,  they 
passed,  several  years  ago,  Proposition  99,  which  was  a  tobacco  tax 
increase.  A  significant  portion  of  that  money  was  allocated  to  low- 
income  areas  and  to  serve  particular  needs. 

We  are  in  the  process  of  working  with  multiple  counties  in  Cali- 
fornia to  evaluate  how  that  has  been  implemented.  We  have  also 
been  advising  the  Health  Resources  and  Services  Administration 
on  how  to  distribute  the  Ryan  White  money. 

Mr.  Pursell.  You  are  looking  at  individual  pieces.  There  is  no 
comprehensive  analysis  of  the  demographics  and  health  dollars 
that  come  from  the  State  and  Federal  tax  base. 

Dr.  Lee.  There  are  particular  communities  where  this  informa- 
tion is  much  more  available  than  others. 

Mr.  Pursell.  Give  me  one  model  in  the  country  that  is  doing  a 
good  job  in  delivering  public  health  services. 
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Dr.  Lee.  I  would  say  in  San  Francisco  we  are,  if  you  look  at 
infant  mortality  data  by  risk  group  and  if  you  look  at  the  group  of 
persons  with  AIDS. 

Mr.  Pursell.  You  have  a  low  infant  mortality  rate? 

Dr.  Lee.  Relatively  low  infant  mortality  rate,  for  the  risk  class  of 
the  patients. 

Mr.  Pursell.  Do  you  have  a  high  AIDS  rate? 

Dr.  Lee.  Absolutely.  But  the  care  that  is  being  provided  for  those 
patients  is  a  model  for  the  rest  of  the  country.  Seattle  is  another 
community  which  has  done,  I  think,  an  outstanding  job  of  coopera- 
tive planning,  and  there  is  a  good  deal  of  information  available  in 
Seattle  on  access  to  services. 

And  I  think  we  will  find  that  in  other  communities.  Then  is  a 
very  long  history  of  cooperative  planning  at  the  county  and  city 
level  in  King  County  and  Seattle.  It  is,  I  think,  one  of  the  models 
for  the  rest  of  the  country. 

Mr.  Pursell.  Well,  I  think  that  is  the  problem  for  the  nineties.  I 
see  us  with  the  technology  and  resources,  but  our  delivery  of  serv- 
ices, I  think,  are  almost  an  absolute  disaster. 

Dr.  Lee.  No  question  about  that.  Both  in  terms  of  delivery,  access 
to  care,  and  the  costs.  The  fact  is,  we  have  costs  that  have  been 
going  up  and  up  and  up,  and  yet  we  have  these  very,  very  serious 
problems  of  access,  particularly  for  low-income  populations,  often 
for  minority  communities,  and  in  the  inner  city  areas. 

In  rural  areas,  it  is  often  a  matter  of  transportation. 

Mr.  Pursell.  Mobility.  We  put  an  infant  mortality  clinic  in  an 
out-of-county  area  because  they  didn't  have  access  to  a  major  hospi- 
tal. Pre-natal  mothers  never  got  there.  They  had  to  take  a  taxicab 
40  miles  to  get  any  kind  of  treatment  or  help  or  counseling. 

Those  of  us  who  have  rural  areas  have  major  concerns. 

Dr.  Lee.  Transportation  is  a  big  factor,  absolutely. 

Mr.  Pursell.  I  will  yield.  I  have  more  questions  later. 

Thank  you,  Mr.  Chairman. 

Mr.  Early.  Chairman  Natcher  isn't  going  to  question  today  be- 
cause he  has  laryngitis.  I  assure  you  he  can  hear  you. 
Mr.  Weber? 

RURAL  HEALTH  CARE 

Mr.  Weber.  Thank  you,  Mr.  Chairman. 

Thank  you,  Doctor.  I  want  to  just  continue  on  exactly  what  you 
spent  a  lot  of  your  time  talking  about  in  the  last  few  minutes,  and 
that  is  rural  health  care.  I  want  to  first  of  all  commend  you,  be- 
cause you  have  given  a  lot  of  attention  in  your  annual  report  to 
the  problem,  and  I  can  tell  by  your  comments,  you  have  spent  a  lot 
of  time  thinking  about  it. 

Just  so  you  are  aware,  rural  health  has  become  for  most  of  us 
who  represent  rural  Districts,  the  number  one  issue  on  an  ongoing 
basis  in  our  areas,  and  despite  your  efforts  to  pay  more  attention  to 
it,  the  problems  remain  and  continue  to  grow. 

It  is  a  big  and  growing  problem.  I  think,  Carl,  you  probably  find 
in  your  rural  communities,  too,  rural  health  care  is  a  real  serious 
question. 
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Let's  begin — the  report  talks  about  the  increased  medicare  or 
larger  medicare  dependence  in  rural  areas,  as  opposed  to  urban 
areas.  Given  that  fact,  how  serious  is  the  differential  we  have  been 
discussing  here  in  terms  of  barriers  to  attracting  physicians  to 
rural  practice? 

If  you  were  going  to  rank  the  different  barriers  to  attracting  phy- 
sicians to  rural  practice,  how  big  is  the  differential? 

Dr.  Lee.  I  would  say  the  major  factor  is  not  so  much  the  urban- 
rural  differential  as  it  is  the  relatively  lower  payment  for  family 
practitioners.  We  are  having  in  our  medical  schools  more  and  more 
students  going  into  residency  training  in  ophthalmology  cardiology, 
and  anaesthesiology  and  not  going  into  family  practice. 

Cardiologists  don't  go  to  rural  areas.  It  is  the  family  practitioner. 
It  is  a  very  serious  problem,  and  I  see  the  economic  differentials  as 
very  significant.  I  think  that  is  a  bigger  factor  than  the  urban- 
rural  payment  differential. 

Mr.  Weber.  The  difference  between  specialty  and  primary  care? 

Dr.  Lee.  Yes. 

Mr.  Weber.  There  is  a  lot  of  concern,  I  am  sure  you  are  hearing 
from  all  rural  members,  about  the  way  in  which  the  area  wage  in- 
dexes for  the  adjustment  of  Medicare  payments  are  computed,  and 
I  talked  to  you  a  little  bit  about  it. 

Your  report  indicates  you  compared  nurse  wage  data  from  1980 
and  1988,  and  found  similar  patterns  of  geographic  disparity.  How 
big  was  that  differential  in  nurse  wage? 

Dr.  Ginsburg.  I  would  have  to  give  you  that  for  the  record.  I 
don't  have  that  differential. 

Mr.  Weber.  Significant? 

Dr.  Ginsburg.  I  don't  know.  What  we  were  attempting  to  look  at 
is  whether  the  differential  had  shrunk  over  the  1980s.  This  was  an 
attempt  to  see  if,  by  using  newer  data,  which  could  not  have  been 
used  in  the  geographic  adjustment  factor  because  it  is  not  available 
in  enough  detail,  but  where  it  is  available,  did  the  differential 
narrow.  The  answer  is  it  did  not. 

Mr.  Weber.  Aren't  you  building  into  the  law  an  inequity,  be- 
cause by  your  own  data,  the  urban  offices  have  a  greater  capacity 
to  increase  nurse  wages  in  the  last  eight  years,  precisely  because 
they  have  had  a  better  reimbursement  rate? 

Dr.  Ginsburg.  I  think  that  is  a  good  point.  The  data  were  on 
wages  very  broadly,  not  just  in  physician  offices.  They  included 
nurses  and  clerical  workers.  I  think  the  fact  that  rural  hospitals 
and  physicians  are  less  able  to  pay  nurses  a  lot  probably  has 
played  a  role  in  the  disparity.  Perhaps  the  increase  caused  by  the 
fee  schedule  will  have  an  effect  on  that  differential.  We  ought  to  be 
sure  to  update  this  frequently  to  pick  that  up. 

That  is  a  very  good  point. 

Mr.  Weber.  One  of  the  problems  we  have  that  is  very  difficult  to 
simply  rectify  is,  obviously,  when  you  have  a  smaller  patient  load, 
a  sparser  population  base,  you  don't  get  economies  of  scale  in  terms 
of  purchasing  equipment  or  anything  like  that,  and  I  don't  think 
there  is  a  way  of  solving  that. 

You  can  try  to  minimize  it  to  a  certain  extent,  but  if  you  try  to 
eliminate  those  problems,  you  end  up  taking  care  away.  For  in- 
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stance,  in  the  more  remote  areas,  a  lot  of  physicians  maintain 
more  than  one  office.  That  is  a  lot  of  overhead. 

Dr.  Lee.  There  are  higher  stand-by  costs  in  the  rural  areas.  They 
may  have  to  maintain  equipment  used  less  often.  We  are  looking  at 
that  in  relation  to  making  a  better  estimate  of  practice  costs  in 
rural  areas. 

Mr.  Weber.  That  is  very  important.  I  am  glad  you  are  sensitive 
to  it.  We  don't  want  you  to  simply  come  up  with  recommendations 
and  say  you  have  to  eliminate  those  costs,  because  the  only  way  to 
eliminate  those  costs  is  to  deny  people  access  to  that  quality  or 
that  care. 

Dr.  Ginsburg.  What  we  have  done  in  looking  at  issues  with  geo- 
graphic adjustment  factors  is  to  focus  exclusively  on  the  input 
prices  physicians  face.  It  may  very  well  require  more  input,  say, 
more  office  space,  to  provide  care  in  a  rural  area.  We  have  been 
approaching  that  through  our  analysis  of  the  practice  cost  compo- 
nents of  the  fee  schedule.  We  are  planning  to  perhaps  suggest  that 
there  be  a  higher  practice  cost  factor,  because  more  inputs  are 
needed  for  rural  areas  or  some  subset  of  rural  areas  where  these 
conditions  seem  to  be  prevalent. 

Dr.  Lee.  We  are  also  trying  to  gather  direct  information  on  that, 
and  not  just  do  it  from  some  theoretical  basis. 

GRADUATE  MEDICAL  EDUCATION 

Mr.  Weber.  Let's  talk  about  the  other  end.  Obviously,  helping 
out  economically  by  eliminating  the  differentials  and  increasing 
compensation  for  rural  physicians  is  important,  but  what  about  ac- 
tivity directly  aimed  at  medical  students?  The  loan  forgiveness  pro- 
gram— all  the  different  things  we  can  do  there? 

What  are  you  concluding  about  our  capacity  to  encourage  physi- 
cians to  go  into  primary  care  practice? 

Dr.  Lee.  The  Commission  has  just  been  asked  by  Congress  in 
OBRA  90  to  begin  to  address  the  issue  of  graduate  medical  educa- 
tion, so  we  don't  have  yet  sufficient  information  to  give  you  a  good 
response. 

But  this  is  an  area  we  will  be  addressing,  and  certainly  in  our 
report  next  year,  we  will  include  information  to  address  some  of 
those  specific  questions.  We  have  personal  opinions,  but  those  are 
quite  different  perhaps  than  what  the  Commission  would  conclude. 

Mr.  Weber.  I  have  four  or  five  other  questions  I  would  like  to 
submit  in  writing. 

Thank  you,  Mr.  Chairman. 

COMMISSION  MEMBERSHIP 

Mr.  Early.  Dr.  Lee,  I  am  looking  at  last  year's  testimony,  the  15- 
member  Commission.  Do  you  have  your  full  complement  now? 
Dr.  Lee.  Yes,  we  do,  13  Commissioners. 
Mr.  Early.  Are  there  any  new  ones? 

Dr.  Lee.  Three  new  ones  have  just  been  appointed.  The  Director 
of  OTA  appoints  the  Commissioners.  The  tradition  is  after  they 
have  served  two  terms,  they  will  rotate  off  the  Commission.  Walt 
McNerney,  who  is  a  Professor  at  Northwestern  Business  School,  ro- 
tated off. 
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He  was  replaced  by  Drew  Altman,  who  is  currently  President  of 
the  Kaiser  Foundation. 

Also,  Linda  Aiken,  a  nurse  and  sociology  Ph.D.  at  the  University 
of  Pennsylvania,  has  replaced  Carol  Lockhart,  a  nurse  from  Arizo- 
na. 

Mr.  Early.  We  are  keeping  pretty  good  balance  between  urban 
and  rural? 

Dr.  Lee.  We  are  trying  to  keep  a  good  geographic  balance.  We 
are  trying  to  keep  an  emphasis  on  rural  issues.  Gail  Wilensky  left 
the  Commission  when  she  went  to  HCFA. 

Mr.  Early.  You  said  it  is  a  cooperation  between  your  Commis- 
sion and  HCFA  that  we  probably  will  get  more  progress  with  her? 

Dr.  Lee.  No  question.  I  met  with  her  yesterday,  and  Jim  Todd, 
the  Executive  Vice  President  of  the  AMA.  We  had  very  cordial  dis- 
cussions, and  she  is  very  keen  to  have  close  cooperation  with  the 
Commission.  I  think  that  has  been  occurring  under  her  administra- 
tion. 

COMMISSION  MEETINGS 

Mr.  Early.  The  enumeration  on  the  doctors,  I  think,  really 
shows  an  awful  lot  of  sacrifice  from  them.  I  am  really  pleased  with 
that. 

Doctor,  how  many  meetings  do  you  have  a  year? 
Dr.  Lee.  We  usually  have  seven  meetings  a  year. 
Mr.  Early.  What  is  your  percentage  of  attendance? 
Dr.  Lee.  I  would  say  it  is  probably  90  percent. 
Mr.  Early.  Okay.  The  10  percent  that  is  missing  is  not  the  same 
10  percent? 

Dr.  Lee.  No.  For  example,  Dr.  Reinhardt  may  have  a  teaching 
commitment.  It  isn't  the  same  people  absent  all  the  time.  There 
are  some  of  us  present  every  time.  A  few  have  other  obligations  at 
times  that  make  it  impossible  to  attend. 

Mr.  Early.  Absolutely.  Is  seven  adequate,  Doctor?  Should  there 
be  more,  or  should  there  be  less? 

Dr.  Lee.  If  the  conditions  arose  where  we  needed  to  have  more, 
we  would  schedule  more.  We  feel  this  number  permits  us  to  have 
substantial  input  from  the  Commissioners.  I  don't  think  we  need 
more  meetings. 

Mr.  Early.  How  long  do  the  meetings  last? 

Dr.  Lee.  A  day  and  a  half,  two  days.  Sometimes  we  will  have  a 
third  day  of  hearings  when  we  want  testimony  on  a  particular  sub- 
ject. 

1991  PAY  COSTS 

Mr.  Early.  Doctor,  what  is  the  total  amount  of  the  1991  pay  cost 
which  you  are  absorbing  in  your  across-the-board  cut  in  the  appro- 
priations, and  where  did  you  take  the  reductions? 

Dr.  Lee.  We  took  them  out  of  the  contracts  as  opposed  to  staff 
salaries,  so  we  were  able  to  absorb  the  cuts  without  serious  damage 
to  the  work  of  the  Commission. 

STAFFING 

Mr.  Early.  How  many  staff  do  you  currently  have  on  board? 
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Dr.  Lee.  I  believe  there  are  24  now. 
Dr.  Ginsburg.  Twenty-four. 

Mr.  Early.  You  are  requesting  two  additional  FTEs  in  1992. 
Dr.  Lee.  Correct. 

Mr.  Early.  How  will  these  positions  be  used?  First  of  all,  you 
only  have  a  staff  of  24,  don't  you,  as  far  as  

Dr.  LeRoy.  Twenty-five  plus  the  Executive  Director. 

Mr.  Early.  So,  the  two  additional  FTEs  are  merely  filling  vacan- 
cies? 

Dr.  Lee.  Correct. 

Mr.  Early.  How  will  they  be  used?  What  are  the  two  vacant  po- 
sitions? Will  they  continue  in  the  same  position? 

Dr.  Lee.  Well,  with  the  new  mandates,  my  guess  is  these  new  ac- 
tivities will  be  what  will  occupy  the  time  of  the  new  staff. 

Mr.  Early.  What  are  the  two  vacancy  titles? 

Dr.  Ginsburg.  We  don't  have  our  slots  titled  in  particular.  We 
sense  that  at  this  point,  we  need  another  quantitative  person  and 
perhaps  another  physician. 

MAINFRAME  COMPUTER  COSTS 

Mr.  Early.  You  know,  I  appreciate — you  have  got  the  largest  in- 
crease, 19  percent.  With  conditions  the  way  they  are,  I  am  really 
pleased  with  that. 

Doctor,  the  committee  understands  you  will  be  shifting  addition- 
al funding  into  main  frame  computer  services  this  year.  Can  you 
explain  why  this  is  necessary  and  where  this  funding  will  be  shift- 
ed from? 

Dr.  Lee.  Paul,  you  might  say  how  that  additional  

Mr.  Early.  It  is  in  salaries? 

Dr.  Ginsburg.  I  think  the  way  we  are  asked  to  present  our 
budget  is  in  two  categories:  Administration  and  management  and 
policy  analysis  and  data  development. 

Mr.  Early.  Okay,  because  Dr.  Lee  identified  three,  and  then  he 
spent  all  the  money  on  salaries  and  policy  analysis. 

Dr.  Lee.  Two  of  them  were  in  one  of  those  categories. 

Mr.  Early.  Can  you  tell  us  where  you  are  going  to  shift  it  from 
to  get  it  into  the  

Dr.  LeRoy.  Under  this  year's  budget? 

Mr.  Early.  Yes. 

Dr.  Ginsburg.  We  are  spending  less  on  policy  analysis  studies. 
The  data  bases  we  work  with — it  is  mostly  the  Medicare  claims 
data  are  extremely  large.  Medicare  gets  300,000,000  claims  a  year, 
but,  of  course,  we  work  with  samples.  We  found  with  some  of  the 
additional  demands,  that  we  spent  a  lot  of  money  on  the  main 
frame  doing  analyses. 

Looking  ahead,  we  are  anticipating  that  the  HCFA  Medicare 
data  are  going  to  get  a  lot  better.  There  is  a  new  data  system  called 
the  Common  Working  File  that  is  coming  into  use  now,  and  next 
year  we  will  start  to  have  excellent  access  to  it. 

The  problem  is,  it  is  so  big  that  it  is  very  expensive  to  run  things 
from. 

Mr.  Early.  You  get  all  your  statistics  and  figures  from  HCFA? 
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Dr.  Ginsburg.  We  get  a  lot  of  our  raw  data  from  HCFA.  In  some 
cases,  we  have  conducted  surveys  to  obtain  data.  We  had  a  survey 
of  physicians  and  survey  of  beneficiaries.  But  for  the  claims  data, 
HCFA  supplies  that  to  us. 

Mr.  Early.  Is  this — your  1992  budget  request,  is  there  adequate 
money  for  the  high  technology,  the  computer,  data  base,  et  cetera, 
et  cetera,  to  do  it,  Doctor? 

Dr.  Lee.  We  reviewed  this  at  the  Commission  level.  The  staff  has 
presented  this,  and  we  believe  it  is.  It  is  a  very  big  workload  in- 
crease. 

Mr.  Early.  There  was  not  much  of  a  reduction  from  your  request 
to  OMB. 

Dr.  Ginsburg.  We  send  it  directly  to  the  committee. 

CONTRACT  STUDIES 

Mr.  Early.  Fine.  What  are  some  of  your  contract  studies  this 
year? 

Dr.  Ginsburg.  I  think  one  of  them  is  with  ABT  Associates  on 
helping  us  calibrate  our  global  surgical  relative  values.  We  had  un- 
dertaken a  project  sometime  ago  to  define  what  the  definition  of 
the  global  fee  should  be  under  Medicare  payment  reform.  We  have 
set  out  to  analyze  various  data  bases  to  actually  provide  to  the  Con- 
gress and  to  HCFA  information  as  to  what  the  global  definition 
should  be.  That  contract  is  being  completed. 

Dr.  Lee.  We  had  a  contract  with  the  National  Governors'  Asso- 
ciation for  our  survey  of  Medicaid  physician  fees. 

Dr.  Ginsburg.  In  addition,  we  have  had  contracts  with  three 
large  group  practices,  with  good  data  systems,  to  do  time  and 
motion  type  studies  to  give  us  details  on  the  practice  costs  for  vari- 
ous services. 

Mr.  Early.  Are  your  contracts  competitively  bid? 
Dr.  Ginsburg.  All  the  ones  of  significant  size  are  competitively 
bid. 

COMMISSION  EXPENSES 

Mr.  Early.  How  much  is  budgeted  in  1991  for  expenses  related 
to  the  Commission's  members  and  meetings? 

Dr.  Lee.  There  is  travel  and  then  the  meetings  themselves. 

Dr.  LeRoy.  I  don't  know  if  I  have  all  the  details  you  want.  Is  this 
for  next  year  you  are  asking? 

Mr.  Early.  I  would  like  to  get  what  it  was  in  1991. 

Dr.  LeRoy.  What  we  have  in  budget  authority  for  salaries  of 
Commissioners  is  $128,000.  That  pays  for  their  time  in  Commission 
meetings,  plus  a  day  of  preparation  for  the  meetings.  Travel  for 
Commissioners:  $73,000  is  what  we  have  under  our  current  budget 
authority.  And  then  for  the  specific  costs  of  meetings:  I  can't  tell 
you  how  much  it  cost  per  meeting.  I  don't  have  an  aggregate 
figure. 

Mr.  Early.  Was  that  1991  or  1992? 
Dr.  LeRoy.  The  1991  budget. 

Mr.  Early.  Do  you  know  how  much  of  an  increase  you  have? 
Dr.  LeRoy.  A  $2,000  increase  in  the  salaries  for  Commissioners, 
if  I  am  reading  this  correctly,  and  a  $2,000  increase  in  travel. 
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PROP  AC  ISSUES 

Mr.  Early.  The  amount  of  monies  doesn't  seem  like  it  was  exces- 
sive, and  the  committee  appreciates  that. 

What  are  some  of  the  common  subjects  which  are  discussed  by 
the  Liaison  Subcommittee  of  the  Physician  Payment  Review  Com- 
mission? 

Dr.  Lee.  Payment  for  hospital  outpatient  departments  is  one  of 
the  issues  we  have  discussed  with  ProPAC.  We  have  also  discussed 
at  a  general  level  issues  of  rising  costs  associated  with  Part  A  pay- 
ment reforms.  There  was  a  big  shift  into  ambulatory  care.  Some  of 
that  specifically  impacted  hospital  outpatient  services,  but  it  also 
impacted  Part  B  services  other  than  outpatient  services. 

We  tend  to  discuss  with  them  issues  where  there  are  shared 
problems.  Graduate  medical  education  will  be  another  one  of  those 
issues,  now  that  Congress  has  asked  us  to  look  at  it. 

GRADUATE  MEDICAL  EDUCATION 

Mr.  Early.  Mr.  Weber  brought  that  up  as  far  as — I  have  a  little 
trouble  when  you  suggest  coming  in  with  rates  for  doctors  for  cer- 
tain procedures  and  analysis.  I  just — I  know  how  difficult  it  is.  You 
can't  be  all  things  to  all  people. 

I  see  a  doctor  get  out  with  a  $500,000  debt  that  had  to  borrow 
and  went  to  a  private  school  versus  the  general  practitioner  that 
went  to  public  school.  That  fellow  with  a  $500,000  debt  has  to  be 
able  to  pay  that  back. 

Dr.  Lee.  This  happens  to  be  an  area  that  Secretary  Sullivan  is 
particularly  concerned  about,  that  the  debt  that  students  come  out 
of  medical  school  with  is  driving  them  into  specialties.  The  data 
that  I  have  seen  would  suggest  people  who  go  into  family  practice 
come  out  with  as  big  a  debt  as  those  who  go  into  cardiology  or  car- 
diovascular surgery. 

Mr.  Early.  I  don't  think  the  debt  is  decided  when  you  look  at 
doctors  now.  I  think  the  debt  in  1978,  1979,  1977,  when  inflation 
was  way  up,  those  physicians  got  out  with  an  astronomical  debt, 
even  if  they  went  to  one  of  the  public  medical  schools. 

So,  I  don't  think  you  can — I  think  it  has  to  look  more  at  timing, 
when  they  went  to  school. 

Dr.  Lee.  Also,  as  you  know,  policies  were  changed  in  the  eighties, 
and  we  moved  away  from  direct  student  aid.  I  say  "we",  but  it  was 
the  Reagan  Administration  that  recommended  moving  away  from 
the  National  Health  Service  Corps  scholarships.  Congress  has  de- 
cided to  revive  the  National  Health  Service  Corps,  partly  to  meet 
inner  city  needs.  My  own  personal  view  is  that  it  is  a  very,  very 
good  idea. 

The  Commission  did  comment  favorably  in  its  report  on  that,  al- 
though we  haven't  looked  at  it  in  detail. 

Mr.  Early.  I  think  that  would  give  the  Commission  a  little  more 
leeway  to  do  what  you  are  doing,  because  that  does  address  some- 
one who  gets  out  with  $500,000. 

OTHER  FEDERAL  AGENCIES 

What  other  agencies  do  you  deal  with  other  than  HCFA  on  a  reg- 
ular basis? 
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Dr.  Lee.  Within  the  Public  Health  Service,  the  Agency  for 
Health  Care  Policy  and  Research,  which  does  outcomes  on  research 
and  practice  guidelines.  We  work  closely  with  them.  With  our  re- 
sponsibility in  graduate  medical  education,  we  will  be  working  with 
the  Bureau  of  Health  Professions  in  the  Health  Resources  and 
Services  Administration.  We  also  work  with  the  Congressional 
Budget  Office,  of  course,  and  the  OTA,  and  the  Congressional  Re- 
search Service. 

Mr.  Early.  I  have  some  problems  with  the  Agency  for  Health 
Care  Policy  and  Research.  I  think  they  are  doing  exactly  what  you 
are  doing  as  far  as  maybe  a  little  different  scripts,  but  you  know, 
you  are  supposed  to  tell  us  if  we  are  doing  too  many  surgical  proce- 
dures for  open  heart  or — aren't  you? 

Dr.  Lee.  When  you  look  at  the  investment  we  made  in  this  

Mr.  Early.  Don't  go  defending  one  of  our  own,  Doctor. 

Dr.  Lee.  The  problems  are  very  difficult. 

Mr.  Early.  They  get  more  difficult  if  we  have  two  different 
bodies  telling  us  what  to  do. 

Dr.  Lee.  I  see  our  role  on  the  Commission  as  being  very,  very  dif- 
ferent. The  Agency  for  Health  Care  Policy  and  Research  really  is 
getting  at  the  health  services  research  more  generically.  They  have 
specific  mandates,  including  clinical  effectiveness  research.  We 
look  at  what  they  do  and  apply  that  in  a  very  specific  policy  envi- 
ronment. 

We  are  not  supporting  or  conducting  that  kind  of  research. 

Mr.  Early.  When  you  were  setting  the  fee  schedule,  weren't  you 
saying  certain  procedures  were  done  too  often? 

Dr.  Lee.  We  drew  on  many  years  of  research.  In  every  one  of  the 
recommendations  we  made  to  Congress,  whether  it  was  limits  on 
balance  billing,  on  payment  reform,  and  even  on  expenditure  tar- 
gets, we  drew  on  in  some  cases  10  years  of  research  supported  by 
what  was  then  the  National  Center  for  Health  Services  Research. 

Without  that,  we  would  not  have  been  able  to  make  the  kind  of 
recommendations  we  made  to  Congress. 

Dr.  Ginsburg.  If  I  can  add  something,  a  current  example  is  that 
in  1989,  this  Commission  recommended  to  Congress  that  it  support 
the  program  of  development  of  practice  guidelines.  Congress  did 
that  as  part  of  setting  up  the  agency,  and  now  the  agency  is  actual- 
ly developing  the  practice  guidelines. 

The  Commission  plans  in  this  coming  year  to,  in  a  sense,  perform 
an  oversight  function  for  Congress  to  learn  about  the  program  the 
agency  has  launched — and  to  advise  Congress  if  there  should  be  a 
different  emphasis  or  focus.  We  are  very  much  the  advisor  to  Con- 
gress, providing  information  to  develop  legislation,  and  they  are 
very  much  the  implementer  of  policies. 

Mr.  Early.  Mr.  Pursell? 

HARVARD  STUDY 

Mr.  Pursell.  Thank  you,  Mr.  Chairman. 

Harvard  study,  and  a  relative  value  principle — is  there — is  that 
our  only  option  now?  Is  that  the  way  we  are  going  to  develop?  We 
put  together  these  task  forces  and  put  together  some  
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Dr.  Lee.  In  OBRA  89,  Congress  did  mandate  Medicare  adopt  a  re- 
source-based fee  schedule  based  on  relative  values. 
Mr.  Pursell.  All  right. 

Dr.  Lee.  It  is  the  study  at  Harvard  that  is  primarily  used  as  the 
basis  for  those  relative  values. 

Mr.  Pursell.  You  put  those  task  forces  together,  and  they  are  in 
the  process,  or  some  of  them  have  already  completed  their  reports? 

Dr.  Lee.  Yes. 

Mr.  Pursell.  There  is  no  appeal  there? 

Dr.  Lee.  It  is  a  three-phase  study,  and  the  Harvard  research 
people  report  to  HCFA,  and  HCFA  makes  the  determination.  They 
develop  the  fee  schedule.  We  review  that  and  make  our  observa- 
tions and  comments.  We  are  doing  an  independent,  detailed  analy- 
sis of  the  results  of  each  of  the  phases  of  the  study. 

Mr.  Pursell.  What  if  a  professional  doctor  doesn't  agree  with 
your  recommendation?  What  appeal  does  he  have  to  HCFA? 

Dr.  Lee.  There  is  a  process  within  HCFA.  There  have  been  com- 
plaints about  the  Harvard  study.  Some  of  the  relative  values  have 
been  restudied  as  a  result  of  those  complaints. 

In  some  cases,  different  groups  have  been  involved.  Abt  Associ- 
ates has  done  an  independent  study  of  cardiovascular  surgery. 
HCFA  is  in  the  process  of  evaluating  that  study,  as  are  we.  We  will 
make  our  comments  to  HCFA  on  that. 

Mr.  Pursell.  When  is  your  report  due  to  HCFA? 

Dr.  Lee.  HCFA  published  a  model  fee  schedule  last  fall.  Their 
final  regulations  have  to  be  out  by  the  end  of  October  this  year. 
And  after  they  publish  their  proposed  fee  schedule,  there  will  be  an 
opportunity  for  us  to  provide  comments  to  HCFA  on  that. 

COMMISSION  RECOMMENDATIONS 

Mr.  Early.  When  will  your  recommendation  go  to  HCFA? 
Dr.  Ginsburg.  We  are  planning  to  produce  recommendations  for 
Congress,  which  HCFA  will  see  in  late  June. 
Mr.  Pursell.  Before  it  goes  to  HCFA? 

Dr.  Ginsburg.  HCFA  is  going  to  publish  its  proposed  rules  this 
month.  During  the  comment  period,  we  will  be  completing  our 
evaluation  and  forwarding  the  results  both  to  Congress  and  to 
HCFA. 

We  have  taken  phase  two  of  the  Harvard  study  and  presented  to 
each  specialty  society  data  on  fees  for  the  services  their  members 
perform,  asking  them  for  comments. 

We  have  been  analyzing  their  responses  at  the  staff  level.  We  are 
convening  an  intraspecialty  panel  to  get  the  members  of  various 
specialties  nominated  by  those  societies  to  chew  over  the  issues 
that  arise.  We  are  hoping  to  make  comments,  not  necessarily  serv- 
ice-by-service as  to  what  the  relative  value  should  be,  but  just  to 
identify  issues. 

For  example,  the  post-operative  relative  value  for  surgical  serv- 
ices. 

Mr.  Pursell.  You  are  making  a  set  of  recommendations  to 
HCFA,  are  you  not? 
Dr.  Ginsburg.  Yes. 

Mr.  Pursell.  In  relation  to  the  fall  schedule? 
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Dr.  Ginsburg.  Yes.  I  think  they  will  literally  be  to  Congress. 
Congress  is  very  interested  in  hearing  about  them,  but  HCFA  fol- 
lows very  closely  all  the  recommendations  we  make  to  Congress. 

Mr.  Pursell.  When  will  your  recommendation  go  to  HCFA? 

Dr.  Lee.  June. 

Mr.  Pursell.  June.  Then  they  will  make  final  determinations 
I  and  release  that  in  the  fall? 

Dr.  Lee.  They  will  have  comments  from  all  the  specialty  societies 
!  beneficiary  groups,  and  others  before  they  make  their  final  rules, 
which  would  be  before  the  end  of  October  the  implementation  of 
j  the  fee  schedule  on  January  1,  1992. 

Mr.  Pursell.  Okay. 


The  last  question:  Malpractice  legislation,  you  are  doing  some 
j   analysis  of  that,  too,  according  to  your  big  report,  look  at — if  that 
is — bottom  line,  are  we  losing — we  talk  about  graduate  students.  I 
talk  to  graduate  students  who  are  looking  at  research — does  mal- 
practice become  a  major  factor  in  the  determination  whether  a  stu- 

I   dent  moves  into  medicine  or  research  or  some  other  

Dr.  Lee.  I  have  been  in  a  medical  school  for  22  years  at  UC-San 
Francisco,  and  California  has  been  one  of  the  States  where  mal- 
practice has  been  a  problem.  I  have  not,  in  conversations  with 
many,  many  students  over  that  period  of  time,  found  that  malprac- 
tice was  an  issue  for  them  with  respect  to  either  specialty  choice  or 
I   whether  they  went  into  practice  versus  research  and  teaching. 

There  is  no  question  that  malpractice  is  a  very  significant  factor 
for  physicians,  and  it  goes  well  beyond  the  monetary  effects  of  the 
premiums.  It  is  an  issue  we  will  be  getting  into,  as  we  indicated  in 
the  report. 

Mr.  Pursell.  The  average  premium  is  about  15,900,  or  something 
like  that,  15,900,  average  malpractice  premium? 
Dr.  Ginsburg.  That  sounds  about  right. 
Dr.  Lee.  About  5  percent  

Dr.  Ginsburg.  Five  percent  of  total  physician  revenue. 
Mr.  Pursell.  Do  you  think  that  is  a  State  jurisdictional  responsi- 
bility? Like  my  State  has  had  some  legislative  remedy.  I  know  the 
former  Health  Secretary,  from  Indiana  here,  Bowen,  had  the  first 
one  in  the  State  of  Indiana,  a  cap  on  it.  Or  do  you  think  there  is  a 
Federal  role  for  that? 

Dr.  Lee.  Unless  Congress  changes  the  policy,  the  responsibility  is 
primarily  with  the  State.  But  because  Congress  does  pay  a  portion 
!  of  the  premiums  through  Medicare,  there  is  a  Federal  role.  The 
j  regulation  of  that,  however,  at  the  present  time,  is  with  the  States. 
;  And  unless  Congress  decides  to  preempt  that,  it  would  remain  at 
!    the  State  level. 

Mr.  Pursell.  Do  you  think  they  should  or  should  not?  From 
what  you  see  in  your  early  analysis. 
Dr.  Lee.  I  would  say  that  is  a  tough  one  to  call. 
Mr.  Pursell.  You  would  make  a  good  Congressman. 
Dr.  Lee.  On  insurance  in  general,  I  think  with  ERISA,  for  exam- 
ple, you  set  certain  policies  with  respect  to  insurance  and  pensions 

I 
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at  the  State  level.  That  was  for  companies  who  were  self-insured  to 
be  exempt  from  certain  State  regulations. 

I  would  personally  like  to  see  a  stronger  Federal  role  in  health 
insurance  in  general,  and  if  that  happens,  then  I  think  there 
should  be  a  stronger  Federal  role  in  malpractice.  The  physicians 
would  say  the  trial  lawyers  have  too  much  influence  at  the  State 
level. 

That  is  our  impression  in  California. 

Mr.  Pursell.  Trial  lawyers  are  very  active  in  my  State,  also. 
Thank  you. 

Mr.  Early.  Dr.  Lee,  thank  you,  and  your  associates,  for  your  tes- 
timony. You  were  very  good.  I  want  to  thank  you  for  being  so  spe- 
cific. 

[Questions  and  answers  for  the  record  and  the  justifications 
follow:] 
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The  following  questions  were  submitted 
to  be  answered  for  the  record: 


1992  BUDGET  FOR  PHYSICIAN  PAYMENT  REVIEW  COMMISSION 

Mr.  Natcher:  In  your  view,  will  payment  reform  have  a  significant 
workload  impact  on  Medicare  contractors? 

Dr.  Lee:  Medicare  physician  payment  reform  represents  the  most 
comprehensive  change  in  the  Medicare  program  since  the  DRG  system 
for  hospitals  was  implemented.  Given  the  scope  and  complexity  of 
the  changes  entailed  in  the  reform,  increases  in  the  carriers' 
workload  burden  are  inevitable.  Moreover,  following  years  of 
intense  pressure  on  the  Medicare  contractor  budget,  there  remains 
little  slack  in  the  carriers'  administrative  capacity  that  can  be 
marshaled  to  manage  major  changes  in  the  payment  system  without 
taking  resources  away  from  other  important  carrier  functions . 

It  is  certain  that,  because  the  reforms  involve  significant  changes 
in  coding,  billing  and  payment,  the  volume  of  inquiries  the  carriers 
receive  from  both  physicians  and  beneficiaries  will  rise 
dramatically. 

Finally,  payment  reform  will  have  a  series  of  other  consequences 
likely  to  add  to  carrier  workload  and  administrative  burden.  These 
include  computer  systems  changes ;  increases  in  provider  requests  for 
profile  information;  possible  increases  in  monitoring  and  medical 
review  activity;  and  growth  in  the  demand  by  both  physicians  and 
Medicare  beneficiaries  for  education,  technical  resource  materials, 
and  outreach. 

It  will  be  difficult  enough  for  the  Medicare  program  to  implement 
a  major  reform  in  payment  in  the  face  of  downward  pressure  on  fees. 
Having  inadequate  administrative  resources  could  make  the 
implementation  more  disruptive  to  beneficiaries'  care. 

Mr.  Natcher:  Your  1992  request  for  the  mainframe  computer  is  a  65% 
increase  over  your  original  1991  estimate.  Why  are  these  costs 
going  up  so  sharply? 

How  are  these  costs  controlled? 

Are  you  considering  any  alternatives  to  your  current 
computer  arrangements? 

Dr.  Lee:  The  Commission  does  request  a  substantial  increase  in  its 
computer  budget  over  that  requested  for  Fiscal  Year  1991  for 
primarily  two  reasons.  The  first  is  based  on  our  current  year's 
experience  in  which  the  scope  of  the  Commission's  quantitative  work 
requiring  mainframe  computer  and  programming  services  expanded 
considerably  beyond  what  was  originally  anticipated.  This  occurred 
because  of  the  number  of  projects  requiring  data  analysis,  the 
availability  of  relevant  data,  and  the  complexity  of  the  analyses 
undertaken.  As  a  result  of  this  increased  need  for  computer 
services  in  FY  1991,  we  will  be  reallocating  funds  from  the  Policy 
Analysis  and  Data  Development  category  of  our  current  budget  to  fund 
computer  services  in  FY  1991  at  approximately  the  same  level  as  our 
funding  request  for  FY  1992. 
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Secondly,  while  some  of  the  tasks  that  led  to  these  increased  costs 
this  year  will  have  been  completed  before  the  beginning  of  FY  1992, 
the  Commission  will  continue  to  have  major  ongoing  data  analysis 
responsibilities  related  to  setting  the  Volume  Performance  Standard, 
monitoring  access,  and  simulating  policy  changes.  Moreover,  an 
increasing  proportion  of  the  issues  on  the  Commission's  agenda 
involve  quantitative  analysis.  Next  year,  the  Commission  will  also 
take  up  a  number  of  new  issues  involving  the  use  of  additional  data 
bases  to  respond  to  its  expanded  mandate  in  0BRA90.  It  will  also 
integrate  the  use  of  data  from  HCFA's  Common  Working  File  into  its 
ongoing  analytical  work.  Each  of  these  activities  will  continue  the 
high  level  of  demand  for  computer  services  that  the  Commission  has 
experienced  over  the  past  year. 

The  Commission  has  a  system  in  place  to  monitor  and  control  the  use 
of  mainframe  computer  and  programming  resources  in  which  both  a 
senior  analyst  with  extensive  experience  in  data  analysis  and  the 
administrative  officer  manage  use  of  these  services.  The  senior 
analyst  works  with  Commission  staff  and  programmers  to  monitor 
project  requests,  set  priorities,  and  establish  time  frames  to 
manage  the  work  flow  in  order  to  minimize,  whenever  possible,  the 
costs  of  analyzing  large  data  bases.  The  administrative  officer 
receives  monthly  reports  from  both  the  programming  and  mainframe 
computer  contractors  which  allow  for  quick  investigation  and 
response  if  activity  appears  to  be  above  monthly  budget  projections. 
In  addition,  the  Commission  has  daily  access  to  computer  mainframe 
activity  reports  that  enable  us  to  monitor  use  by  individual  staff 
members.  Through  these  systems,  the  Commission  can  closely  monitor 
its  use  of  computer  services.  The  increase  in  costs  during  the  past 
year  has  resulted  not  from  a  lack  of  monitoring  but  from  a 
substantial  expansion  in  the  need  for  data  processing  services  to 
support  the  analytical  work  of  the  Commission. 

The  Commission  is  not  contemplating  any  changes  in  its  current 
computer  arrangements.  Its  programming  contractor  was  chosen 
through  a  competitive  bidding  process.  The  programmers  have 
provided  consistently  excellent  work  at  competitive  prices.  They 
are  very  familiar  with  the  Commission's  work  and  have  become  an 
important  resource  to  the  Commission  staff.  The  Commission  uses  the 
mainframe  data  processing  services  of  the  National  Institutes  of 
Health  (NIH)  Department  of  Computer  Research  and  Technology.  The 
NIH  provides  the  most  economical  online  data  processing  services 
that  the  Commission  has  identified.  In  addition,  the  staff  makes 
every  effort  to  conduct  its  computer  analysis  during  the  least 
expensive  time  periods  (e.g.,  using  the  cheaper  overnight  service, 
whenever  possible) . 

Mr.  Natcher:  What  are  your  major  sources  of  data  which  the 
Commission  uses? 

Do  you  have  to  pay  for  any  of  this  information? 

Dr.  Lee:  The  Commission  uses  a  number  of  different  data  files  both 
from  outside  sources  and  from  its  own  primary  data  collection.  The 
major  large  data  base  which  the  Commission  uses  for  many  of  its  core 
analyses  (e.g.  ,  those  related  to  setting  the  VPS,  simulations  of  the 
Medicare  Fee  Schedule,  establishing  a  baseline  for  monitoring 
access)  is  the  Medicare  Part  B  claims  file  (BMAD) .    We  also  expect 
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to  be  making  extensive  use  of  HCFA's  new  Common  Working  File  in 
future  analyses.  The  Commission  has  also  conducted  a  number  of 
analyses  using  the  data  from  the  resource -based  relative  value 
studies  by  William  Hsiao.  The  Commission  receives  much  of  its  data, 
including  the  files  mentioned  here  at  no  charge  from  HCFA  and  some 
other  government  agencies. 

The  Commission  has  undertaken  primary  data  collection  when  the  data 
to  assess  an  issue  and  develop  policy  recommendations  for  Congress 
have  not  been  available.  Two  examples  in  this  year's  work  plan  were 
1)  a  survey  conducted  with  the  assistance  of  the  National  Governors' 
Association  to  gather  state  data  on  Medicaid  fees  and  physician 
payment  policies  and  2)  the  collection  of  detailed  practice  cost 
data  from  three  large  multispecialty  group  practices  to  test  the 
feasibility  of  a  method  to  estimate  practice  expense  relative  values 
for  the  Medicare  Fee  Schedule.  The  Commission  has  also  contracted 
with  private  organizations  to  receive  data  on  both  the  Medicare 
program  and  the  private  sector  that  otherwise  would  not  have  been 
available  to  its  staff. 

Most  Commission  projects  that  involve  primary  data  collection 
require  the  use  of  outside  survey  research  contractors  funded  from 
the  Commission's  Policy  Analysis  and  Data  Development  budget.  The 
Commission  also  pays  for  much  of  the  data  it  uses  on  the  private 
sector  and  for  analysis  of  data  files  that  have  been  developed  by 
researchers  in  the  private  sector  and  are  not  directly  available  to 
Commission  staff. 

Mr.  Natcher:     Does  the  Commission  do  any  primary  data  collection? 

Dr.  Lee:  As  I  noted  in  my  response  to  the  previous  question,  the 
Commission  does  collect  primary  data  when  the  information  required 
to  conduct  its  analyses  is  not  available  from  other  sources . 
Examples  of  projects  to  gather  primary  data  include:  a  survey  of 
Medicare  beneficiaries  on  their  experience  with  assignment  and 
balance  billing,  a  survey  of  physicians  on  their  practice  costs  and 
their  attitudes  toward  accepting  assignment,  a  survey  of  Medicare 
carriers  on  their  policies  for  surgical  global  services,  a  log  diary 
survey  of  physicians  to  determine  the  factors  that  affect  the  work 
involved  in  providing  visits  and  consultations,  a  physician  survey 
to  validate  visit  patterns  associated  with  surgical  procedures,  the 
gathering  of  detailed  practice  cost  data  from  large  multispecialty 
group  practices ,  and  a  survey  of  state  Medicaid  programs  to  gather 
data  on  physician  fees  and  payment  policies. 

Mr.  Natcher:  What  is  the  maximum  which  you  can  pay  employees  of  the 
Commission  in  1991?    How  many  employees  are  near  the  cap? 

Dr.  Lee:  The  maximum  salary  that  can  be  paid  to  any  Commission 
employee  is  the  salary  6f  the  Executive  Director,  which  is  $99,215. 
The  salary  of  no  other  employee  is  near  this  cap.  The  Commission 
has  established  salary  ranges  for  each  analyst  and  secretarial 
staffing  category.  While  we  currently  do  not  have  any  staff  member 
who  is  at  the  maximum  of  his  or  her  salary  range,  there  are  several 
staff  members  who  may  be  approaching  their  salary  ceilings  in  the 
next  two  years . 
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Mr.  Natcher:  What  is  your  current  average  salary,  and  what  has  been 
the  average  annual  increase  in  salaries  over  the  past  two  years? 

Dr.  Lee:  The  Commission's  current  average  salary  is  $46,154.  The 
average  annual  increase  in  salaries  for  1990  was  4.0  percent,  and 
for  1991,  it  is  estimated  to  be  3.4  percent. 

Mr.  Natcher:  What  are  your  plans  for  use  of  consensus  panels  in 
1992,  and  how  much  is  budgeted  for  this  activity? 

Dr.  Lee:  The  Commission  will  continue  to  draw  on  the  judgment  and 
experience  of  physicians,  beneficiaries,  payers,  practice 
administrators  and  others  in  its  work  in  FY1992.  One  method  for 
obtaining  this  advice  is  to  convene  a  panel  of  individuals  to  focus 
on  specific  issues.  With  some  issues  a  consensus  approach  is  the 
preferred  method  to  solicit  needed  advice,  while  other  issues  may 
lend  themselves  to  different  group  processes.  In  responding  to  this 
question,  I  will  refer  to  all  possible  uses  of  such  panels  whether 
or  not  their  work  is  structured  in  a  consensus  process. 

This  year,  the  Commission  convened  an  Advisory  Panel  on  Access  to 
assist  it  both  in  developing  and  carrying  out  a  strategy  for 
monitoring  access  under  the  Medicare  Fee  Schedule  and  in  commenting 
on  the  annual  report  on  beneficiary  access  by  the  Secretary  of 
Health  and  Human  Services.  This  12  member  panel,  including 
physicians,  beneficiaries,  and  health  service  researchers  will  meet 
four  times  in  the  next  year.  The  Commission  does  not  have  meetings 
of  other  specific  panels  scheduled  at  this  time.  Decisions  to 
convene  such  panels  are  made  as  the  work  on  a  given  issue  develops . 

We  are  currently  considering  the  potential  use  of  panels  for  several 
purposes:  developing  a  feasible  resourced-based  method  for 
estimating  practice  expense,  holding  beneficiary  focus  groups  to 
identify  access  problems,  and  convening  a  panel  of  physicians, 
researchers  and  other  experts  to  advise  the  Commission  on  the  uses 
of  profiling  in  utilization  review  and  educational  feedback  to 
physicians.  In  developing  our  budget  request  for  FY  1992,  we 
anticipated  four  meetings  of  the  Panel  on  Access  at  $15,000  per 
meeting  and  three  to  four  other  panels  at  a  cost  of  $35,000  to 
$45,000  per  panel. 

Mr.  Natcher:  Could  the  Commission  operate  in  1992  at  your  1991 
funding  level  without  seriously  affecting  the  analysis  you  are  to 
perform? 

Dr.  Lee:  The  Commission  is  asking  for  a  substantial  increase  in  its 
budget  for  FY  1992,  and  it  is  unlikely  that  it  could  complete  all 
the  analyses  planned  for  next  year  at  its  1991  funding  level.  The 
major  areas  of  increase  are  in  salaries  and  mainframe  computer  and 
programming  services.  The  additional  funds  are  essential  to  recruit 
a  physician  and  a  senior  level  analyst  to  work  on  some  of  the  new 
issues  in  the  Commission's  OBRA90  mandate.  In  the  area  of  computer 
resources,  our  experience  during  the  past  year,  makes  it  clear  that 
the  Commission  cannot  conduct  needed  data  analyses  related  to 
setting  Volume  Performance  Standards  and  updating  fees,  monitoring 
access,  refining  the  Medicare  Fee  Schedule,  and  simulating  its 
impact  at  the  level  of  funding  allocated  in  1991  for  mainframe 
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computer  and  programming  services.  We  are  meeting  these  expenses 
in  1991  by  reallocating  funds  from  the  Policy  Analysis  and  Data 
Development  budget  category.  We  could  not,  however,  continue  to 
limit  our  ability  to  fund  outside  contracts  in  order  to  maintain  an 
adequate  computer  budget  without  slighting  certain  issues  on  the 
Commission's  work  plan. 

The  Commission  has  developed  a  reputation  for  providing  timely 
advice  to  Congress  that  is  grounded  is  high  quality  analytical  work. 
It  also  serves  as  a  resource  to  Congress  in  elaborating  the  details 
of  complex  technical  policies  and  assessing  the  implications  of 
options  under  consideration.  This  requires  a  highly  trained  and 
experienced  staff  and  sufficient  resources  for  them  to  carry  out 
sophisticated  analyses  needed  by  Congress.  With  funding  at  a  level 
below  the  Commission's  1992  request,  the  Commission  would  make  every 
effort  to  meet  specific  responsibilities  under  its  mandate,  but  the 
scope  and  timing  of  its  work  would  be  seriously  constrained. 

Mr.  Natcher:  List  the  members  of  the  Commission,  their  salaries  for 
1990,  and  professional  affiliation. 


Dr .  Lee : 

Member  &  Affiliation  1990  Compensation 

Philip  R.  Lee,  M.D. ,  Chairman  $  8,040 

Director 

Institute  for  Health  Policy  Studies 
University  of  California 
San  Francisco,  CA 


Dick  Anderson  $  4,824 

Vice  President  and  Director 
of  Medical  Economics  and 

Statistics 
Kaiser  Foundation  Health  Plan 
Oakland,  CA 


Jim  Bob  Brame,  M.D.  $  7,397 

Private  Practice  of  Medicine 
Eldorado,  TX 

P.  William  Curreri,  M.D.  $  8,040 

President 

Strategem  of  Alabama,  Inc. 
Mobile,  AL 


Karen  Davis,  Ph.D.  $  7,718 

Professor  and  Chairman 
Department  of  Health  Policy 

and  Management 
The  Johns  Hopkins  University 
Baltimore,  MD 


John  M.  Eisenberg,  M.D. ,  M.B.A.  $  6,754 

Sol  Katz  Professor  of  General 

Internal  Medicine 
Hospital  of  the 
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University  of  Pennsylvania 
Philadelphia,  PA 


Jack  Guildroy 

Port  Washington,  NY 


$  7,075 


Robert  B.  Keller,  M.D. 

Private  Practice  of  Medicine  and 

Executive  Director 

Maine  Medical  Assessment  Foundation 
Belfast,  ME 


$  7,075 


Carol  Ann  Lockhart,  Ph.D. 


$  7,075 


R.  N. ,  F.A.A.N. 
C.  Lockhart  Associates 
Tempe,  AZ 


Walter  B.  Maher 
Director,  Federal  Relations 
Chrysler  Corporation 
Washington,  DC 


$  7,075 


Walter  J.  McNerney 


$  6,110 


Herman  Smith  Professor 

of  Health  Policy 
Northwestern  University 
J.L.  Kellogg  Graduate 

School  of  Management 
Evans ton,  IL 

Thomas  R.  Reardon,  M.D.  $10,291 
Private  Practice  of  Medicine 
Portland,  OR 

Uwe  Reinhardt,  Ph.D.  $  7,558 

James  Madison  Professor  of 

Political  Economy 
Woodrow  Wilson  School 
Princeton  University 
Princeton,  NJ 

Total  Member  Compensation/Fiscal  Year  1990  :  $95,031 

Mr.  Natcher:    Provide  a  table  on  computer  services  from  1987  -  1992. 


Dr.  Lee: 
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COMPUTER  MAINFRAME  COSTS 
FROM  1987  TO  1992 
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Note:  Costs  for  1991  reflect  projected  annual  spending  level; 
actual  costs  as  of  April  30. 1 991 .  were  $651 ,453. 


Mr.  Natcher:  How  many  staff  were  on  board  at  the  end  of  1990,  and 
what  is  your  estimate  for  the  end  of  1991? 

Dr.  Lee:  At  the  end  of  1990,  there  were  21  staff  on  board.  We 
estimate  that  at  the  end  of  1991,  there  will  be  24  fulltime 
employees  on  board. 

Mr.  Roybal:  With  the  rapid  increase  in  our  aging  population,  the 
costs  associated  with  the  AIDS  and  drug  epidemics,  inflation,  and 
increased  use  of  expensive  technology,  what  actual  impact  do  you 
believe  the  Relative  Value  Scale  and  volume  performance  standards 
will  have  in  controlling  total  health  care  costs? 

Dr.  Lee:  As  your  question  suggests,  the  forces  that  are  pushing 
costs  up  are  powerful.  For  some  time,  health  policy  analysts  have 
discussed  their  plans  for  slowing  the  rate  of  increase  in  costs,  not 
reducing  the  level  of  costs.  The  Medicare  Fee  Schedule  by  itself 
was  not  intended  as  a  cost  containment  mechanism- -OBRA89  directs  it 
to  be  "budget  neutral"  with  respect  to  previous  policy.  Over  time, 
the  changes  in  incentives  to  physicians,  designed  to  lead  to  more 
efficient  practice,  may  contain  costs.  But  the  fee  schedule  is  not 
seen  as  a  major  cost  containment  tool. 

In  contrast,  the  Medicare  Volume  Performance  Standard  (VPS)  was 
designed  as  a  cost  containment  tool  and  is  likely  to  have  a 
significant  impact  on  slowing  costs.  The  VPS  system  provides  for 
the  Congress  to  set  a  goal  for  spending  on  physicians'  services. 
Since  a  comparison  of  actual  spending  with  this  goal  determines  fee 
updates,  the  VPS  creates  a  broad  incentive  for  the  medical 
profession  to  engage  in  activities,  such  as  the  development  of 
practice  guidelines,  that  can  contain  costs  and  provides  the 
Congress  with  a  mechanism  to  constrain  spending  increases  in 
physician  services. 
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Mr.  Roybal:  Your  Commission,  in  its  1991  Annual  Report  to  Congress, 
included  an  appendix  on  physician  payment  in  Germany,  and  in  the 
past  has  discussed  physician  payment  in  Canada.  In  your  judgement, 
what  features  of  the  German  and  Canadian  reimbursement  systems  would 
you  recommend  for  adoption  in  the  United  States? 

Dr.  Lee:  The  Commission  has  analyzed  physician  payment  in  Canada 
and  Germany  in  order  to  gain  insight  into  the  feasibility  of 
specific  changes  in  physician  payment  policy  in  the  United  States. 
The  focus  was  not  on  whether  to  attempt  to  replicate  the  system  in 
the  United  States,  but  what  aspects  were  instructive  for  the  United 
States  context.  Study  of  the  Canadian  system  was  useful  to  the 
development  of  the  Commission's  proposal  for  a  resource -based  fee 
schedule.  We  found  practical  experience  with  relative  values 
comparable  to  those  slated  for  Medicare.  We  learned  of  pitfalls  of 
the  system  used  in  many  Canadian  provinces  to  update  relative  value 
scales.  Study  of  the  initial  use  of  expenditure  targets  in  a  number 
of  Canadian  provinces  was  helpful  to  the  Commission  when  it 
formulated  its  expenditure  target  proposal  for  Medicare. 

From  our  study  of  the  German  system,  we  obtained  many  ideas 
concerning  possible  reform  of  the  practice  cost  component  of  the 
Medicare  Fee  Schedule .  Examination  of  the  expenditure  caps  used  in 
Germany  stimulated  consideration  of  options  to  shorten  the  lag  under 
the  Volume  Performance  Standards  between  spending  and  subsequent  fee 
update  adjustments.  Finally,  our  study  of  the  German  system 
demonstrated  the  feasibility  of  an  all -payer  rate  setting  mechanism 
and  the  flexibility  that  it  permitted  in  recognizing  longstanding 
differences  in  fee  levels  among  payers.  While  the  Commission  has 
not  made  any  recommendations  on  this  subject,  the  experience  in 
Germany  helped  the  Commission  prepare  a  descriptive  chapter  in  its 
report  to  assist  others  to  discuss  such  policy  options. 

Mr.  Roybal:  Since  an  estimated  37  million  Americans  are  uninsured 
and  many  others  are  under  insured,  do  you  believe  that  any 
significant  impact  on  saving  funds  from  physician  reimbursement,  or 
hospital  reimbursement,  will  help  finance  increased  access  without 
some  form  of  national  health  insurance  and/or  rationing  of  health 
care? 

Dr.  Lee:  Financing  care  for  the  uninsured  and  underinsured  is  a 
topic  beyond  the  scope  of  the  Commission's  work.  Nevertheless,  I 
would  venture  that  either  success  or  a  strong  prospect  of  success 
in  cost  containment  would  make  policies  to  increase  the  number  of 
people  covered  by  insurance  more  attractive. 

Mr.  Roybal:  Please  assume  that  the  use  of  the  Relative  Value  Scale 
(RVS)  for  physician  reimbursement  will  effectively  control  the  fees 
and  charges  for  individual  physician  services  within  a  few  years. 
What  are  your  predictions  as  to  the  effectiveness  of  volume 
performance  standards  (VPS)  in  controlling  volume? 

Dr.  Lee:  The  VPS  mechanism  attempts  to  control  volume  through  the 
linkage  between  volume  increases  and  fee  increases.  I  am  optimistic 
concerning  its  potential  to  slow  volume  through  various  activities 
to  provide  physicians  with  better  information  concerning  the 
effectiveness   of  medical  care   services   and   improve  utilization 
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review  activities.  The  Commission  would  like  to  see  the  rate  of 
growth  of  expenditures  per  beneficiary  eventually  decline  to  the 
rate  of  growth  of  GNP  per  capita.  While  its  annual  recommendations 
to  Congress  are  based  in  part  on  a  judgment  of  the  speed  with  which 
volume  growth  can  be  reduced,  the  Commission  cannot  predict  how 
large  a  reduction  in  volume  growth  can  be  accomplished  in  any 
particular  time  period. 

Mr.  Roybal:  Since  the  escalation  in  the  costs  of  physician  services 
has  increased  far  beyond  the  escalation  of  hospital  services  costs 
and  the  growth  in  the  gross  national  product,  what  is  your 
projection  as  to  the  timetable  for  RVS  and  VPS  to  become  effective 
in  controlling  such  costs? 

Dr.  Lee:  Each  year,  the  Commission  is  asked  to  make  a 
recommendation  to  Congress  concerning  a  target  for  expenditure 
growth  under  the  Volume  Performances  Standards.  For  the  past  two 
years,  the  Commission  has  been  guided  by  a  goal  of  slowing  the  rate 
of  growth  of  physician  spending  to  the  trend  in  the  growth  in  GNP 
by  1996.  We  see  the  capability  of  the  medical  profession  to  slow 
the  growth  in  costs  through  practice  guidelines  and  more  effective 
peer  review  as  being  quite  limited  at  the  moment  but  capable  of 
increasing  substantially  over  the  next  few  years.  The  VPS  can 
control  costs  now  through  smaller  annual  fee  updates.  Over  time  its 
ability  to  accomplish  this  through  smaller  volume  increases  will 
grow. 

Mr.  Roybal:  It  is  apparent  that  fees  for  service  can  be  arbitrarily 
controlled  at  any  level  by  legislation  and  regulation,  and  that 
practice  guidelines  will  eventually  help  in  controlling  volume. 
However,  there  is  little  evidence  that  anything  of  significance  has 
been  accomplished  nationally  in  controlling  malpractice  costs .  Does 
the  Commission  have  any  initiatives  or  suggestions  on  how  such  costs 
can  be  controlled? 

Dr.  Lee:  There  are  two  types  of  "malpractice  costs"  that  should  be 
distinguished.  One  is  the  direct  cost  of  the  malpractice  system  as 
reflected  in  malpractice  insurance  premiums.  The  other  is  the 
social  cost  of  injuries  due  to  negligent  medical  care.  The  latter 
cost  is  borne  by  injured  patients,  and  in  part  secondarily  by 
various  private  and  public  social  insurance  mechanisms  including 
malpractice  insurance.  The  direct  cost  of  the  malpractice  system 
is  what  draws  the  most  attention,  but  the  underlying  social  cost  of 
medical  injuries  is  fundamentally  more  important. 

The  Commission  is  in  the  process  of  developing  its  recommendations 
on  malpractice  reform,  and  its  final  recommendations  will  probably 
be  transmitted  to  the  Congress  in  the  Commission's  1992  annual 
report.    What  follows  is  a  preliminary  discussion  of  the  issue. 

The  costs  of  the  malpractice  system  are  high  and  rising  because  both 
the  frequency  and  severity  of  malpractice  claims  have  been 
increasing  over  time.  It  is  not  known  why  the  frequency  of  claims 
has  risen  in  the  long  term  (recently  it  has  declined,  but  it 
periodically  cycles  and  will  probably  increase  again) .  Only  a  small 
fraction  of  negligent  medical  injuries  results  in  claims,  so  there 
is  plenty  of  room  for  claims  frequency  to  increase.     The  overall 
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rise  in  litigiousness  of  the  society,  greater  numbers  of  lawyers, 
possible  deterioration  in  the  doctor-patient  relationship,  and  high 
public  expectations  of  the  capabilities  of  high- technology  medicine 
may  contribute.  There  is  no  evidence  to  suggest  that  the  underlying 
number  or  rate  of  negligent  medical  injuries  is  increasing,  although 
it  is  possible  that  the  rate  of  non-negligent  medical  injuries 
increases  over  time  as  treatments  become  more  invasive  and  riskier. 

From  the  point  of  view  of  the  system  as  a  whole,  it  is  not 
necessarily  desirable  for  the  rate  of  claims  to  decline.  It  would 
be  an  improvement  if  non-meritorious  claims  were  not  filed  or  were 
quickly  screened  out,  but  the  goals  of  deterrence  and  compensation 
are  better  served  when  valid  claims  are  included  within  the  system. 
This  may  drive  up  the  visible  cost  of  the  malpractice  system,  but 
does  not  reflect  an  increase  in  the  social  cost  of  negligent  medical 
injuries.  To  the  extent  that  tort  reform  limits  the  number  of  valid 
claims  filed  (e.g.,  by  reducing  the  statute  of  limitations  for 
filing  claims) ,  the  cost  of  the  malpractice  system  may  decrease  but 
at  the  expense  of  patients  and  the  fallback  social  insurance 
mechanisms . 

The  cost  per  claim  actually  made  is  also  high  and  rising.  Payment 
of  claims  that  do  not  truly  embody  negligence  contributes  to  the 
overall  cost.  Damage  awards  are  highly  variable,  awards  for  pain 
and  suffering  are  speculative,  and  the  overall  level  of  compensation 
for  similar  injuries  is  higher  for  medical  malpractice  than  for 
other  areas  of  tort.  The  legal  fees  required  to  litigate  claims  are 
a  major  component  of  this  cost. 

It  is  not  known  how  accurately  the  tort  system  decides  whether 
claims  are  worthy  or  not,  but  it  is  doubtful  that  the  tort  system 
can  significantly  improve  its  judgments.  Controls  on  expert 
witnesses  and  other  minor  improvements  to  the  judicial  process 
cannot  compensate  for  the  tort  system's  reliance  on  one-time  lay 
juries  to  decide  cases.  Administrative  panels  may  produce  better 
results.  Also,  the  indirect  cost  of  defensive  medicine  can  probably 
only  be  lessened  if  decisions  on  claims  are  made  more  accurately. 
One  common  method  to  reduce  costs  per  jury  award  is  to  reduce  awards 
by  the  amount  of  collateral  compensation  received.  Schedules  for 
damages  may  also  reduce  unwarranted  inflation  in  jury  awards. 
Limitations  on  awards  for  pain  and  suffering  are  effective  in 
reducing  awards,  although  some  feel  that  the  pain  and  suffering  of 
some  injured  patients  is  worth  more  than  the  limit.  Payments  of 
awards  over  time  rather  than  in  a  lump  sum  also  decreases  costs. 

The  social  cost  of  negligent  medical  injuries  can  only  be  lessened 
by  prevention.  One  indictment  of  the  present  malpractice  system  is 
that  it  produces  little  usable,  comprehensive  data  on  the  extent  and 
nature  of  preventable  medical  injury.  In  a  few  areas  where  such 
data  have  been  analyzed,  significant  reductions  in  negligent 
injuries  were  able  to  be  achieved.  Malpractice  reform  should  try 
to  generate  a  usable  database,  which  may  require  overcoming  the 
underreporting  of  negligent  injuries  by  the  health  care  system.  One 
possible  way  to  achieve  this  is  to  separate  the  compensation 
function  of  the  malpractice  system  from  its  judgments  of  quality  of 
care.  The  Commission  will  be  exploring  this  approach  in  the  coming 
year. 
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Mr.  Roybal:  Why  is  the  cost  of  malpractice  insurance  so  much  more 
in  the  U.S.  than  Canada? 

Dr.  Lee:  Although  the  cost  of  malpractice  insurance  is  lower  in 
Canada  than  in  the  U.S.,  the  Commission  does  not  possess  data 
indicating  how  much  lower  it  is.  Most  Canadian  physicians  receive 
coverage  from  the  Canadian  Medical  Protective  Association.  Some 
physicians  purchase  additional  or  alternative  coverage  from 
commercial  insurers. 

It  should  be  noted  that  Canadians  too  are  experiencing  similar 
changes  in  claims  frequency  (though  this  has  declined  in  the  late 
1980s  as  it  has  in  the  U.S.)  and  in  the  cost  per  claim.  A  survey 
of  Canadian  obstetricians  indicated  similar  changes  in  practice  due 
to  the  risk  of  liability  as  have  been  found  in  the  U.S. 

The  rate  of  claims  per  100  physicians  per  year  is  not  terribly 
dissimilar  to  that  of  the  U.S.  In  Canada  in  1987  there  were  9.15 
claims  per  100  physicians;  in  1988  it  had  dropped  to  8.73.  The 
corresponding  figures  in  the  U.S.  vary.  In  1986,  according  to  the 
Harvard  Medical  Practice  Study,  in  New  York  State  the  figure  was 
6.6;  according  to  the  AMA  Socioeconomic  Survey  it  was  6.7,  and 
according  to  the  St.  Paul  Fire  and  Marine  Insurance  Company  (which 
represents  15  percent  of  the  U.S.  market)  it  was  15.9. 

Most  Canadian  legal  fees  are  paid  according  to  the  work  done,  not 
under  the  contingency  fee  system.  This  probably  results  in  fewer 
claims  being  filed.  The  purpose  of  the  U.S.  contingency  fee  system 
is  to  permit  greater  access  to  the  courts.  In  addition,  Canadian 
plaintiffs  who  lose  malpractice  suits  may  be  held  responsible  for 
the  defendant's  legal  fees,  which  further  discourages  suits.  This 
is  not  the  case  in  the  U.S. 

If  Canadian  claims  frequency  is  at  least  half  that  of  the  U.S.  ,  most 
of  the  difference  in  malpractice  insurance  costs  must  reflect  lower 
costs  per  claim.  The  Commission  does  not  know  why  this  is  the  case. 
It  is  possible  that  non-meritorious  claims  are  screened  out  nore 
efficiently  in  Canada,  and  legal  fees  are  lower.  Noneconomic 
damages  (pain  and  suffering)  are  capped  throughout  Canada;  in  the 
U.S.  this  varies  from  state  to  state.  The  Canadian  limit  is 
adjusted  for  inflation,  and  was  around  220,000  U.S.  dollars  in  1990. 
Although  jury  awards  are  made  in  only  a  small  fraction  of  claims  in 
the  U.S.,  they  set  the  benchmark  for  how  all  other  claims  are 
treated.  High  jury  awards  in  the  few  cases  that  are  litigated  to 
a  conclusion  can  thus  greatly  raise  overall  malpractice  payments. 
In  addition,  in  the  U.S.  extremely  large  awards  themselves  account 
for  a  substantial  proportion  of  dollars  paid  to  claimants. 

Mr.  Roybal:  How  much  opposition  do  you  foresee  from  organized 
medicine  in  the  further  control  of  physician  fees?  For  example,  the 
recent  opposition  to  charges  for  electrocardiograms  being 
incorporated  into  office  visit  fees  resulted  in  modification  of  the 
proposed  charge  schedule. 
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Dr.  Lee:  In  the  past  few  years,  we  have  seen  organized  medicine 
both  oppose  entire  policies  (e.g.,  expenditure  targets  and 
elimination  of  payment  for  most  EKG  interpretation  --  both  of  which 
were  enacted  by  Congress  over  that  opposition)  and  work  to  modify 
important  technical  aspects  of  specific  policy  measures.  While  I 
foresee  both  forms  of  opposition  from  organized  medicine  continuing 
in  the  future,  I  am  more  impressed  by  the  level  of  acceptance  of  the 
policies  encompassed  in  the  Medicare  payment  reform  legislation. 
There  is  shared  awareness  and  concern  about  the  rising  costs  of 
medical  care  and  the  need  to  adopt  measures  to  control  those  costs. 
There  will  continue  to  be  differences  on  preferred  solutions,  not 
just  between  Congress  and  organized  medicine  but  among  all  groups 
affected  by  Congressional  decisions,  but  this  will  not  stop  further 
progress  from  being  made.  The  broad  policy  framework  for  Medicare 
payment  reform  is  established,  and  organized  medicine  seems 
primarily  focused  on  influencing  implementation  of  the  policy  rather 
than  dismantling  it.  There  is  concern  among  physicians  about  the 
effects  of  the  reform  on  actual  fees  (e.g.  ,  how  much  of  the  promised 
gain  in  payments  primary  care  physicians  will  actually  receive) 
because  of  budget  cuts  in  recent  years  and  rules  contained  in  the 
reform  legislation  guiding  the  transition  from  current  policy  to  the 
Medicare  Fee  Schedule.  The  strength  and  success  of  medical 
opposition  to  future  policies  to  contain  costs  will  be  influenced 
considerably  by  decisions  made  during  the  next  few  years  regarding 
implementation  and  further  refinements  of  Medicare  payment  policy 
and  receptiveness  in  the  private  sector  to  adopt  similar  policies. 

ACCESS  TO  HEALTH  CARE  IN  RURAL  AREAS 

Mr.  Weber:  Your  report  notes  that  the  more  rural  the  area,  the 
greater  the  proportion  of  elderly  in  the  area.  On  average,  the 
elderly  comprise  13  percent  of  the  rural  population,  as  opposed  to 
about  11  percent  of  the  urban  population.  This  makes  rural 
physicians  particularly  dependent  upon  Medicare  payments. 

If  you  ranked  the  barriers  to  rural  practice  which  make  it  so 
difficult  for  many  communities  to  attract  and  retain  physicians, 
where  would  the  rural/urban  payment  differential  in  most  states 
rank? 

Dr.  Lee:  Although  it  is  difficult  to  disentangle  and  individually 
rank  the  barriers  to  practicing  in  a  rural  area,  it  seems  that  the 
Medicare  rural/urban  payment  differential  is  not  the  main 
contributor  to  the  physician  shortages  facing  many  rural  areas. 
Research  has  shown  that  factors  such  as  the  degree  of  remoteness, 
the  state  of  the  local  economy,  the  availability  of  health  resources 
including  other  physicians,  and  the  number  of  under-  or  uninsured 
are  significant  disincentives,  probably  more  so  than  Medicare 
payment  differentials.  One  survey  did  find,  however,  that  the 
higher  the  income  of  rural  physicians,  the  less  likely  they  are  to 
be  dissatisfied  with  their  practice.  To  the  extent  that  the 
Medicare  payment  differential  results  in  dissatisfaction  with  one's 
income,  it  could  be  considered  an  important  factor  in  a  physician's 
decision  of  whether  to  locate  and  remain  in  a  rural  area. 

Although  the  overall  differential  between  Medicare  urban  and  rural 
payments     is    moderate,     under    the    customary,     prevailing,  and 
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reasonable  system,  fees  in  some  rural  areas  are  very  low.  Thus,  for 
certain  rural  areas,  the  payment  differential  is  probably 
significant  enough  to  pose  an  impediment  to  alleviating  physician 
shortages . 

Findings  from  a  study  that  looked  at  the  effects  of  the  introduction 
of  universal  health  care  coverage  in  Quebec  offer  more  insight  into 
this  issue.  Universal  coverage  ended  urban- rural  payment 
differentials  in  Quebec.  The  study  concluded  that  other  things 
being  equal,  the  average  gross  payment  for  general  practitioners  in 
an  area  tends  to  exert  a  positive  effect  on  the  migration  of  these 
practitioners.  The  results  suggest  that  "financial  incentives  may 
provide  policy  options  for  affecting  the  distribution  of 
physicians . 1,1 

It  has  been  suggested  that  increasing  Medicare  payments  to  rural 
physicians  may  have  more  of  an  impact  on  retention  than  on 
recruitment  of  physicians  to  rural  areas.  For  instance,  there  is 
much  evidence  to  show  that  a  rural  background  greatly  influences  a 
physician's  decision  to  return  to  a  rural  community,  apparently  to 
a  greater  degree  than  do  Medicare  payment  rates .  Yet  once 
physicians  have  settled  in  a  rural  area,  it  becomes  critical  that 
they  be  able  to  support  a  practice.  Thus,  increasing  revenues  by 
reducing  or  eliminating  any  Medicare  payment  differential  might 
improve  efforts  at  retention. 

Finally,  it  is  important  to  note  that  the  payment  differential 
between  rural  and  urban  physicians  is  more  a  consequence  of 
different  payments  among  specialists  than  among  geographic  areas. 
Rural  physicians  tend  to  be  comprised  of  proportionately  more  family 
physicians  who,  under  the  current  system,  are  relatively  underpaid 
in  comparison  to  physicians  in  nonprimary  care  specialties.  Under 
the  Medicare  Fee  Schedule,  not  only  will  primary  care  physicians' 
services  be  valued  higher  than  they  are  now,  but  the  rural -urban 
differential  for  all  specialties  will  be  more  compressed  than  at 
present. 

Mr.  Weber:  The  RBRVS  adjusts  Medicare  payments  for  geographic  cost 
of  practice  differences.  I  have  several  questions  about  the  way  in 
which  these  indexes  will  be  developed: 

(a)  Your  report  indicates  that  you  compared  nurse  wage  data  from 
1988  with  data  from  1980  and  found  that  the  data  reflected  similar 
patterns  of  geographic  variation.  On  average,  how  much  of  a 
rural/urban  differential  existed  in  nurse  wages? 

Dr.  Lee:  We  compared  nurse  wage  indexes  based  on  data  from  two 
sources:  the  1980  Census  Wage  Survey  and  the  Bureau  of  Health 
Professions  1988  National  Sample  Survey  of  Registered  Nurses. 


1  U.S.  Department  of  Health,  Education,  and  Welfare,  Public 
Health  Service,  National  Center  for  Health  Services  Research, 
Responses  of  Canadian  Physicians  to  the  Introduction  of  Universal 
Medical  Care  Insurance .  NCHSR  Research  Digest  Series,  DHEW 
Publication  No.   (PHS)  80-3229,  February  1980. 
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According  to  data  from  the  Census,  the  population-weighted  average 
nurse  wage  index  value  is  1.03  in  urban  areas  and  0.91  in  rural 
areas,  suggesting  that  the  difference  is  about  12  percent,  on 
average,  between  the  two  areas.  The  1988  BHP  survey  shows  the  same 
average  index  value  for  urban  areas  and  a  lower  average  of  0.91  in 
rural  areas,  resulting  in  a  16  percent  difference.  The  Census  data, 
showing  a  smaller  urban/rural  difference,  are  those  used  to 
calculate  the  Geographic  Adjustment  Factors  (GAF)  for  the  Medicare 
Fee  Schedule.  A  more  detailed  breakdown  of  these  data  are  included 
in  Table  5.1  of  our  1991  Report  to  Congress. 

Mr.  Weber:  (b)  I  would  also  comment  that  since  in  many  states, 
Medicare  has  been  paying  urban  physicians  substantially  more  than 
rural  physicians  for  same  services,  urban  physicians  have  been  able 
to  increase  nurse  and  other  personnel  salaries  more  rapidly.  In 
those  states,  including  Minnesota,  where  you  have  found  the  greatest 
difference  between  urban  and  rural  practice  costs  and  are 
recommending  lower  indexes  for  rural  areas  of  the  states,  would  you 
not  be  perpetuating  historic  inequities  in  payment? 

Dr.  Lee:  According  to  the  1988  National  Sample  Survey  of  Registered 
Nurses ,  fewer  than  8  percent  of  nurses  work  as  employees  in 
ambulatory  care  settings,  which  include  physician  offices  (whether 
solo  or  group  practice).  Conversely,  over  two-thirds  of  nurses  work 
in  hospitals.  Therefore,  it  does  not  appear  that  physician  fees  are 
a  strong  factor  in  determining  local  nurse  wages.  Hospital 
reimbursement  policies  of  the  1980s  are  likely  to  have  affected 
nurse  wages  much  more  dramatically  than  physician  payment  levels 
ever  could.  Since  the  GAF  is  a  tool  for  adjusting  fee  levels  to 
reflect  local  prices,  it  is  not  clear  how  important  the  factors  that 
have  led  to  the  levels  of  nurse  wages  in  different  areas  are  in 
determining  the  proper  adjustment  for  local  prices. 

Mr.  Weber:  (c)  Many  rural  physicians  maintain  more  than  one 
office.  Was  this  taken  into  account  in  the  development  of  the 
geographic  cost  of  practice  adjustments? 

(d)  Rural  physicians  must  be  prepared  to  offer  a  wider  range  of 
services  and  have  well-equipped  offices.  Equipment  may  be  under- 
utilized, relative  to  that  in  an  urban  practice,  because  of  a  lower 
volume  of  need  for  a  particular  service.  Has  this  factor  been 
considered  in  developing  geographic  adjustment  factors? 

Dr.  Lee:  These  questions  both  address  some  of  the  unique  problems 
facing  rural  providers  and  the  issue  of  under-utilization  of 
resources,  which  is  addressed  in  the  Commission's  analyses  of 
practice  expenses  and  access  to  care  in  rural  areas.  Since  the  GAF 
is  meant  to  adjust  for  local  prices,  it  is  not  the  appropriate  tool 
for  addressing  this  issue  --  this  issue  is  not  an  issue  of  the 
prices  that  rural  physicians  have  to  pay  for  equipment,  but  rather 
the  constraints  they  face  on  the  amount  they  use  it.  The  resource - 
based  method  of  calculating  practice  expense  relative  values  that 
the  Commission  is  currently  developing  would  allow  for  explicit 
correction  of  equipment  unit  cost  differences  because  of  low  service 
volumes  in  rural  areas.  Because  the  issue  is  not  the  price  paid  but 
rather  the  marginal  cost  of  using  equipment  at  low  volumes,  the 
practice    expense    component    of    the    fee    schedule    is    the  more 
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appropriate  tool  for  addressing  this  issue.  The  Commission  also 
endorses  payment  of  the  10  percent  bonus  in  Health  Professionals 
Shortage  Areas  (HPSA)  and  is  currently  investigating  other  methods 
for  addressing  the  unique  problems  of  rural  practitioners.  It  is 
important  to  distinguish  between  issues  of  local  price  differences, 
which  can  be  addressed  with  the  GAF,  and  other  issues  affecting 
certain  populations  of  physicians  and  beneficiaries,  which  should 
be  explicitly  addressed  as  appropriate. 

Mr.  Weber:  President  Bush's  budget  proposes  weighting  Medicare 
Graduate  Medical  Education  payments  to  increase  payments  for  primary 
care  residencies  relative  to  subspecialty  residencies.  What  is  your 
view  of  the  potential  of  this  proposal  to  increase  the  supply  of 
primary  care  physicians? 

Dr.  Lee:  The  Commission's  mandate  in  OBRA90  included  examination 
of  issues  related  to  physician  supply  and  specialty  distribution. 
We  have  only  recently  begun  work  in  this  area  and  thus  have  not  yet 
assessed  policy  options  for  increasing  the  supply  of  primary  care 
physicians.  The  type  of  proposal  contained  in  the  President's 
budget,  to  weight  Medicare  graduate  medical  education  payments  in 
favor  of  primary  care  residencies,  will  create  incentives  for 
primary  care  training  but  should  not  be  considered  sufficient  to 
increase  the  supply  of  primary  care  physicians.  Some  primary  care 
residency  positions  currently  offered  by  hospitals  remain  unfilled. 
This  suggests  the  need  for  additional  policies  that  focus  on 
encouraging  medical  students  to  choose  careers  in  primary  care.  The 
Commission  will  be  reviewing  both  the  issues  and  options  related  to 
primary  care  training  in  the  coming  months  and  would  be  pleased  to 
share  its  analyses  with  you. 

Mr.  Weber:  Rural  America,  with  25  percent  of  the  population,  has 
38  percent  of  the  poor.  About  12  percent  of  the  metropolitan 
population  is  below  poverty.  That  number  rises  to  18  percent  in 
non-metro  areas,  making  rural  physicians  particularly  vulnerable  to 
shortfalls  in  Medicaid  revenues. 

What  were  your  findings,  in  general,  about  how  Medicaid  payments 
compared  with  Medicare  and  private  insurance  payments  for  the  same 
services? 

Dr.  Lee:  Data  from  the  Commission's  survey  of  state  Medicaid 
programs  indicate  that  Medicaid  fees  are  about  69  percent  of 
Medicare  prevailing  charges.  The  ratio  of  Medicaid  to  Medicare 
physician  fee  levels,  however,  varies  by  both  state  and  service. 
Medicaid  fees  as  a  percentage  of  Medicare  prevailing  charges  are 
highest  in  Alaska,  Arkansas,  Georgia,  Indiana,  and  Nebraska.  The 
Medicaid  to  Medicare  fee  ratio  is  lowest  in  New  Jersey,  New  York, 
and  West  Virginia. 

For  intermediate  office  visits,  Medicaid  fees  range  from  35  percent 
of  Medicare  charges  in  New  York  to  124  percent  in  Tennessee .  For 
electrocardiograms,  they  range  from  26  percent  in  Florida  to  129 
percent  in  Indiana.  For  total  hysterectomies,  they  range  from  17 
percent  in  New  York  to  145  percent  in  Georgia.  For  chest  X-rays, 
they  range  from  27  percent  in  Florida  to  126  percent  in  Texas. 
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The  implementation  of  the  Medicare  Fee  Schedule,  with  its  changes 
in  the  relative  values  of  services ,  will  alter  the  ratio  of  Medicaid 
to  Medicare  fees.  For  services  whose  payments  will  increase  under 
the  Medicare  Fee  Schedule  (for  example,  evaluation  and  management 
services) ,  differences  between  fee  schedule  and  Medicaid  payments 
would  be  larger  than  those  between  current  Medicare  prevailing 
charges  and  fees  paid  by  Medicaid.  For  13  selected  services, 
Medicaid  payments  would  have  been  about  64  percent  of  Medicare  Fee 
Schedule  payments  if  the  fee  schedule  had  been  implemented  in  1988. 
Medicaid  fees  range  from  53  percent  of  the  fee  schedule  amount  for 
comprehensive  hospital  visits  to  100  percent  of  the  fee  schedule  for 
electrocardiograms . 

For  services  that  are  not  generally  provided  to  Medicare 
beneficiaries  (pediatric  surgeries  and  deliveries) ,  Medicaid  fees 
were  compared  with  submitted  charges  reported  by  private  insurance 
companies.  Most  analysts  believe  that  charges  approved  by  private 
payers  are  substantially  higher  than  those  allowed  by  Medicare. 
Thus ,  the  ratios  of  Medicaid  fees  to  those  of  private  insurers  would 
be  expected  to  be  even  lower  than  the  ratios  of  Medicaid  fees  to 
Medicare  fees.2  Medicaid  fees  are  about  55  percent  of  charges  for 
the  five  services  compared.  This  percentage  varies  across  services 
and  states. 

Mr.  Weber:  How  many  states  reported  problems  with  physician 
participation  in  Medicaid?  Which  geographic  areas  and  specialties 
were  most  likely  to  have  low  rates  of  physician  participation? 

Dr.  Lee:  In  the  Commission's  Medicaid  survey,  state  Medicaid 
directors  were  asked  whether  low  physician  participation  was  a 
problem  in  their  program  and  to  identify  areas  of  low  physician 
participation  by  both  geographic  area  and  specialty.  A  total  of  43 
states  identified  participation  problems,  and  more  than  half  (27) 
identified  problems  with  both  geographic  and  specialty  distribution 
of  participating  physicians  (Table  15-3).  Six  states  (Alaska,  New 
Mexico,  North  and  South  Dakota,  Oklahoma,  and  Tennessee)  reported 
no  problems  with  physician  participation. 

Difficulty  recruiting  practitioners  in  rural  areas  was  reported  by 
26  states.  This  suggests  that  the  barriers  rural  residents  face  in 
gaining  access  to  medical  care  services  may  be  particularly  acute 
for  rural  residents  whose  care  is  paid  for  by  Medicaid.  Four  states 
(Maine,  Nebraska,  New  Jersey,  and  Washington)  and  the  District  of 
Columbia  identified  problems  in  urban  areas;  five  other  states 
(Connecticut,  Illinois,  Mississippi,  Missouri,  and  Utah)  identified 
specific  regions  within  the  state  where  provider  participation  is 
a  problem. 

The  lack  of  obstetricians  willing  to  serve  Medicaid  patients  was 
noted  as  problematic  by  31  states.  Retaining  and  recruiting 
pediatricians  were  cited  as  problems  by  12  states.  Mississippi 


2  These  ratios  may  exaggerate  the  difference  between  Medicaid  and  private  payer  rates  somewhat 
because  private  payers  may  pay  less  than  submitted  charges. 
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reported  problems  with  physician  participation  across  all 
specialties . 

Mr.  Weber:  What  relationship  did  the  Commission  find  between 
medical  students  recruited  from  rural  areas,  medical  students 
exposure  during  their  training  to  rural  practice,  the  students' 
decision  to  choose  primary  care  practice,  and  the  students' 
decisions  to  practice  in  rural  areas? 

Dr.  Lee:  A  large  body  of  literature  substantiates  the  fact  that 
medical  students  from  rural  areas  or  small  towns  are  more  likely 
than  others  to  return  to  a  similar  community  upon  completion  of 
their  training.  Exposure  to  rural  medicine  during  medical  school 
and  the  residency  years  has  also  proven  to  be  an  effective  means  of 
attracting  more  physicians  to  rural  areas.  It  follows  that  many  of 
these  same  students  choose  primary  care  specialties  since  that  is 
the  type  of  medicine  required  of  most  rural  physicians. 

Mr.  Weber:  In  light  of  this  relationship,  does  the  Commission 
recommend  increased  funding  for  the  Area  Health  Education  Center 
program  and  the  Rural  Health  Medical  Education  Demonstration 
Project? 

Dr.  Lee:  The  Commission  has  not  looked  closely  enough  at  either  of 
these  programs  to  make  such  a  recommendation.  It  understands, 
however,  that  the  AHEC  program  has  been  very  successful  at  its 
mission.  The  Commission  lends  its  support  to  such  efforts  and  will 
itself  be  looking  into  graduate  medical  education  to  determine 
possible  ways  of  increasing  the  number  of  primary  care  physicians 
and  those  willing  to  practice  in  underserved  areas. 

Mr.  Weber:  Did  the  Commission  find  that  educational  loan  debt  was 
a  barrier  to  rural  practice? 

Dr.  Lee:  The  Commission  has  learned  that  many  view  large  medical 
school  debts  as  one  barrier  to  establishing  a  rural  practice. 

Mr.  Weber:  Does  the  Commission  recommend  increased  funding  for  the 
National  Health  Service  Corps  loan  repayment  program? 

Dr.  Lee:  Based  on  its  limited  examination  of  the  NHSC,  the 
Commission  has  found  it  to  be  vital  and  necessary  in  ensuring  access 
to  care  in  certain  underserved  areas  of  the  country.  It  is 
encouraged  by  Congress's  recent  action  to  increase  the  funding  for 
NHSC  loan  repayment,  raising  the  maximum  amount  that  can  be  repaid 
each  year  from  $20,000  to  $35,000. 

Mr.  Weber:  One  of  your  findings  was  that  some  areas,  due  to  such 
factors  as  isolation,  are  unlikely  to  ever  be  able  to  attract  or 
retain  physicians. 

Does  the  Commission  recommend  increased  support  to  the  National 
Health  Service  Corps  scholarship  program,  under  which  physicians 
agree  to  serve  in  these  areas  in  exchange  for  scholarships? 

Dr.  Lee:  The  Commission  has  not  made  any  specific  recommendations 
regarding  the  NHSC,  although  it  does  applaud  the  Congress  for  its 
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revitalization  of  the  program  in  1990,  accomplished  by  a  large 
increase  in  funding. 

Mr.  Weber:  What  did  the  Commission  find  about  the  relationship 
between  rural  hospital  viability  and  the  ability  of  communities  to 
attract  and  retain  physicians? 

Dr.  Lee:  There  is  clearly  a  codependency  between  physicians  and 
hospitals.  Research  has  suggested  that  communities  with  a  local 
hospital  are  more  likely  to  attract  new  physicians.  A  recent  study 
shows,  however,  that  this  is  not  necessarily  the  case.  Morrisey  and 
Kletke  (1991)  found  that  a  growing  population  is  a  better  predictor 
of  the  likelihood  of  increasing  the  number  of  physicians  in  an  area 
than  is  the  existence  of  a  hospital.  They  offered  two  explanations 
for  this:  (1)  It  may  be  that  a  shortage  of  physicians  precipitates 
the  closure  of  the  hospital  and  not  vice  versa.  (2)  Because  more 
and  more  patients  are  bypassing  the  local  hospital  even  when  it  does 
exist,  it  has  made  rural  physicians  less  dependent  on  a  local  rural 
hospital.  That  is,  physicians  have  become  used  to  the  idea  of 
referring  and  treating  their  patients  in  more  distant  hospitals. 

Mr.  Weber:  Does  the  Commission  recommend  continuing  and  expanding 
support  for  the  Rural  Health  Care  Transition  Grant  program,  the 
Essential  Access/Rural  Primary  Care  Hospital  demonstration,  and  the 
Rural  Health  Outreach  Grant  program? 

Dr.  Lee:  From  what  it  has  gathered,  these  programs  hold  some 
promise,  but  because  they  are  not  within  the  Commission's  purview, 
it  has  not  undertaken  an  evaluation  of  them.  In  addition,  these 
programs  were  only  recently  initiated,  making  it  premature  to 
recommend  a  definitive  course  for  them  to  take. 
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PHYSICIAN  PAYMENT  REVIEW  COMMISSION 

Appropriation  Language 

General  and  Special  Funds: 

SALARIES  AND  EXPENSES 

For  expenses  necessary  to  carry  out  Section  1845(a)  of  the  Social  Security  Act,  [$3,778,000] 
$4,495,000  is  to  be  transferred  to  this  appropriation  from  the  Federal  Supplementary  Insurance 
Trust  Fund. 
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PHYSICIAN  PAYMENT  REVIEW  COMMISSION 

Amount?  Available  for  QbligatiQn 

1990  1991  1992 

Actual  Appropriation  Estimate 

Appropriation 

Unobligated  balance 
start  of  year 

Unobligated  balance 
lapsing 


$3,806,000  $3,778,000  $4,495,000 

-0-  -0-  -0- 

-0-  -0-  -0- 


TOTAL  OBLIGATIONS  $3,806,000  $3,778,000  $4,495,000 


2 
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PHYSICIAN  PAYMENT  REVIEW  COMMISSION 
Summary  of  Changes 


Authority 


FY  91  Current  Appropriation 
FY  92  Estimate 

Net  Change 


Budget 
Balance 

$3,778,000 
$4.495.000 

$  717,000 


Unobligated  Obligations 
Incurred  Net 


-0- 
-0- 


$3,776,000 
4,495,000 

$  717,000 


Increases: 

1.  Salaries 

Fulltime  

Commissioners 

2.  Benefits  

3.  Travel   

Staff   

Commissioners 

4.  Standard  Level  User 

Charges   

5.  Mainframe  Computer 

Services  and 
Programming  

6.  Other  Communications  . 

(Telephone,  Postage) 

7.  Printing/Reproduction  . . 

9.  Other  Contracts  

QSA  Services  

10.  Supplies  

12.  Equipment  (PC  and 

Furnishings)  

13.  Policy  Analysis  and 

Data  Development  . . 

Subtotal 


1991  Base 

Pos. 

IFEa 


24 
2 

n/a 


Budget 
Authority 


$1,200,000 
128,000 

286,000 

32,000 
73,000 


140,000 

545,000 
65,000 

80,000 

160,000 
38,000 

27,000 
24,000 
948,000 


n/a  n/a 
3 


Change  from  Base 
Pos.  1992  Budget 
(FTP  Request 


26 
2 

n/a 


$250,000 
2,000 

14,000 

3,000 
2,000 


5,000 

355,000 
7,000 

4,000 

15,000 
2,000 

3,000 

2,000 

52,000 
$  715,000 
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(FTE)  Authority  (FTB  Request 

No  Change 

Travel  Other    -  20,000  -  -0- 

Publications   ~  13,000  —  -0- 

Other  Compensation   0  -0-  0  -0- 

NET  CHANGE  n/a  $3,778,000  n/a  $  717,000 
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PHYSICIAN  PAYMENT  REVIEW  COMMISSION 
Budget  Authority  by  Activity 
(Budget  Authority  in  Thousands) 


Administration  and 
Management 

Policy  Analysis  and 

Data  Development 


1991  Base 
FTE  Amount 


24 


$2,830 


948 


1992  Estimate 
FTE  Amount 


26  $3,495 
n/a  1,000 


Total 


$3,778 


$4,495 
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PHYSICIAN  PAYMENT  REVIEW  COMMISSION 


OBJECT  CLASSIFICATION: 

Salaries: 

Fulltime  Staff  

Other  Than  Fulltime 


FY  1991  Budget  Review 
(in  thousands  of  dollars) 

FY  1991 
BUDGET  PLAN 


(1,200) 
(129) 

1,328 


Travel: 

Standard  Level  User  Charges: 

Communications,  Utilities, 
and  Other  Rent 
Mainframe  Computer  Services 

Telephone   

Postage   

Printing  &  Reproduction  . . 

Other  Services: 

Research  Data/Policy  Analysis 

Studies  

Other  Contracts 

(mtgs,  etc.)   

GSA  Services  

Supplies  and  Materials: 

Supplies   

Publications/Materials 

Equipment: 

Computers   

Furnishings   % 


125 
140 

(545) 
(28) 
-071 
610 

80 


(948) 
(160) 
1146 


(27) 
(13) 
40 


(11) 
23 


FY  1992 
REQUEST 


(1,450) 
(130) 

1,580 

300 
130 

145 


(900) 
(30) 
(42) 

972 
84 


(1000) 
(175) 
1215 


(30) 

sm 

43 


(13) 
il31 
26 


Total  Obligations: 


3,778 


4,495 
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PHYSICIAN  PAYMENT  REVIEW  COMMISSION 
Authorizing  Legislation 


PPRC 


1991  1992  1992 

Amount       1991  Amount  Budget 

Authorized1    Estimate       Authorized  Request 


1.  Administration 

and  Management  1  $  2,830,000       1  $  3,495,000 

2.  Policy  Analysis  and 

Data  Development  1  $  948,000        1  $  1,000,000 


1  The  Commission's  authorizing  legislation,  P.L  99-272,  Section  9305(d),  stipulates  the 
expenditures  of  "such  sums  as  necessary." 
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PHYSICIAN  PAYMENT  REVIEW  COMMISSION 
Appropriation  History  Table 


Budget 
Estimate 
to  Congress 

House 
Allowance 

Senate 
Allowance 

Appropriation 

1987 

$1,001,000 

$1,000,000 

$1,000,000 

$1,000,000 

1988 

$3,210,000 

$2,997,000 

$2,997,000 

$2,997,0001 

1989 

$3,059,000 

$3,059,000 

$2,897,000 

$2,897,000 

1990 

$3,722,000 

$3,847,000 

$3,847,000 

$3,806,000 

1991 

$3,871,000 

$3,871,000 

$3,871,000 

$3,778,000 

1992 

$4,495,000 

1  Total  appropriation  for  Fiscal  Year  1988  only;  actual  FY  1988  budget  plan  included  FY  1987 
carryover  amount  of  $127,000.  . 
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PHYSICIAN  PAYMENT  REVIEW  COMMISSION 

FY  1992  Budget  Justification 

The  Physician  Payment  Review  Commission  was  established  by  Congress  in  Public  Law  99-272, 
the  Consolidated  Omnibus  Budget  Reconciliation  Act  of  1985  (COBRA).  The  legislation  specified 
that 

The  Commission  shall  make  recommendations  to  Congress,  not  later  than  March  1 
(amended  to  March  31  by  OBRA  1987)  of  each  year...,  regarding  adjustments  to 
reasonable  charge  levels  for  physician's  services  recognized  under  section  1842  (b)  and 
changes  in  the  methodology  for  determining  the  rates  of  payment,  and  for  making 
payment,  for  physicians'  services  under  this  title  and  other  items  and  services  under  this 
part. 

Within  this  broad  charge,  the  legislation  identified  eight  specific  areas  that  the  Commission 
should  address  in  its  recommendations  to  Congress.  In  the  Technical  and  Miscellaneous 
Revenue  Act  of  1988  (P.L  100-647),  the  Congress  further  specified  that  the  Commission  shall 
"consider  policies  for  moderating  the  rate  of  increase  in  expenditures. ..and  the  rate  of  increase 
in  the  utilization  of  services." 

With  the  passage  of  physician  payment  reform  legislation  in  OBRA89,  the  Commission  took  on 
new  responsibilities  for  advising  Congress  on  setting  standards  for  expenditure  growth  and 
updating  fees,  commenting  on  reports  by  the  HHS  Secretary  on  issues  related  to  utilization, 
access  and  assignment  policy,  and  conducting  a  series  of  mandated  studies.  In  OBRA90,  the 
Commission's  mandate  was  revised  and  further  expanded  to  reflect  the  completion  of  some  of 
the  work  included  in  its  originating  legislation  and  the  addition  of  a  number  of  issues  (such  as 
medical  malpractice  reform,  Medicaid  and  graduate  medical  education)  that  go  beyond  Medicare 
policy. 

The  Commission  is  an  advisory  body  to  Congress,  with  its  13  members  appointed  by  the 
Director  of  the  Office  of  Technology  Assessment.  An  Executive  Director  and  a  staff  of  not  more 
than  25  assist  in  its  work.  The  Commission  has  established  operating  policies  for  meeting  its 
responsibilities.  It  holds  at  least  seven  public  meetings  and  hearings  each  year.  It  has  set  up 
processes  to  assure  substantial  participation  in  its  work  by  interest  groups  concerned  with 
Medicare  physician  payment.  It  also  coordinates  its  work  with  the  Prospective  Payment 
Assessment  Commission  in  areas  of  mutual  interest  through  a  Liaison  Subcommittee  comprised 
of  three  members  from  each  commission. 
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The  sections  to  follow  summarize  the  accomplishments  of  the  Commission  in  the  past  year  and 
the  Commission's  work  plan  for  FY  1992  and  describe  how  the  funds  for  FY1992  would  be  used 
to  support  the  Commission's  work. 


ACCOMPUSHMENTS 

The  Commission's  activities  in  the  past  year  reflect  both  a  continuation  of  its  work  to  design 
reforms  in  Medicare  physician  payment  and  an  expansion  in  the  scope  of  the  issues  on  its 
agenda.  Since  the  enactment  of  payment  reform  legislation  that  closely  reflected  the 
Commission'  recommendations  in  the  Omnibus  Budget  Reconciliation  Act  of  1989  (OBRA89), 
the  Commission  has  turned  its  attention  to  key  issues  in  the  refinement  and  implementation  of 
that  policy.  In  addition,  it  has  taken  on  new  advisory  responsibilities  in  relation  to  setting 
standards  for  expenditure  growth  and  updating  fees. 

The  Commission's  success  in  providing  high  quality  analytical  work  and  timely  policy  advice  to 
Congress  led  to  the  most  substantial  expansion  of  its  mandate  to  date  in  OBRA90.  Formally 
added  to  its  workplan  were  such  topics  as  Medicaid,  medical  malpractice  liability  reform, 
graduate  medical  education,  access  to  services  in  inner  city  and  rural  areas,  utilization  review 
and  quality  of  care,  and  constraining  the  costs  of  health  insurance  plans  to  employers. 
Anticipating  the  interest  of  Congress  in  many  of  these  issues,  the  Commission  already  had  work 
underway  at  the  time  the  legislation  was  enacted.  OBRA90  also  formalized  the  Commission's 
role  in  providing  advice  on  options  affecting  Medicare  physician  payment  in  the  budget 
reconciliation  process. 


Commission  Report?  tQ  Congress 

The  Commission  submitted  two  reports  to  Congress  in  the  past  year. 

1990  Report  to  Congress.  The  Commission's  1990  report  to  Congress  focused  on 
implementation  of  the  OBRA89  payment  reform  legislation.  The  legislation  incorporated  all  of 
the  key  elements  that  the  Commission  recommended  in  its  1989  report  to  Congress:  a 
resource-based  fee  schedule,  charge  limits,  Volume  Performance  Standards,  and  a  program  of 
effectiveness  research  and  practice  guidelines.  By  1990,  the  Commission  was  able  to  make 
recommendations  on  some  policy  refinements.  On  other  issues,  the  Commission  presented  a 
progress  report  on  its  analyses  and  set  out  a  work  plan  to  lead  toward  recommendations  in  its 
next  report  to  Congress  due  next  month.  The  report  also  introduced  newly  initiated  work  on 
several  issues. 
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The  report  devoted  much  attention  to  outstanding  for  issues  in  the  development  of  the  relative 
value  scale  the  Medicare  Fee  Schedule.  The  physician  work  component  of  the  RVS  will  be 
based  largely  on  estimates  developed  by  Professor  William  Hsiao  and  his  colleagues  at  Harvard 
University.  The  report  described  a  process  involving  specialty  societies  and  individual  physicians 
that  the  Commission  had  planned  to  refine  the  Hsiao  estimates.  It  also  described  the  progress 
in  data  collection  and  validation  to  establish  the  relative  values  for  global  surgical  services  under 
the  fee  schedule.  And,  it  outlined  the  issues  to  be  addressed  in  a  consensus  process  the 
Commission  was  jointly  sponsoring  with  the  American  Medical  Association  to  reform  the  coding 
system  for  evaluation  and  management  services. 

OBRA89  also  specifies  the  other  two  components  of  RVS,  the  practice  expense  component  and 
the  malpractice  premium  component.  Both  are  to  be  calculated  from  historical  charges  and 
survey  data  on  physician  practice  costs.  However,  the  Congress  anticipated  refinements  in  the 
specification  of  these  components,  directed  the  Commission  to  develop  these,  and  called  for 
analysis  of  several  different  alternatives  for  the  malpractice  component. 

The  Commission  report  outlined  the  principles  to  be  followed  in  developing  the  practice  expense 
component  of  the  RVS.  It  described  its  work  in  collecting  expense  data  from  multispecialty 
group  practices  to  develop  a  practice  expense  component  that  more  accurately  reflects  resource 
costs.  The  Commission  also  reported  on  its  examination  of  alternative  methods  for  paying 
Medicare's  share  of  physicians'  malpractice  premium  expenses.  In  response  to  its  OBRA89 
mandate,  it  set  out  a  work  plan  for  further  analysis  of  options  for  allocating  malpractice  expenses 
across  services  in  the  fee  schedule. 

The  Commission  presented  a  progress  report  on  its  work  to  examine  alternative  ways  to  draw 
the  boundaries  for  payment  areas  under  the  fee  schedule.  The  1990  report  examined  two 
alternatives  to  the  current  charge  locality  boundaries-those  used  in  the  Prospective  Payment 
System  and  statewide  boundaries.  The  report  also  described  the  Commission's  plans  to  analyze 
whether  the  geographic  adjuster  fully  accounts  for  practice  costs  in  rural  areas  and  to  determine 
whether  rural  practices  have  unavoidably  higher  costs  than  predicted  by  the  geographic  adjuster 
due  to  their  small  scale. 

The  Commission  report  discussed  the  treatment  of  anesthesiology,  radiology  and  pathology  in 
the  Medicare  Fee  Schedule.  It  recommended  that  the  relative  values  in  the  Uniform  Relative 
Value  Guide  for  anesthesia  services  be  incorporated  into  the  fee  schedule.  It  called  for  revision 
in  both  the  physician  work  and  practice  expense  components  of  the  Radiology  Fee  Schedule. 

For  pathology,  the  Commission  recommended  that  the  OBRA89  requirement  that  the  HHS 
Secretary  develop  a  separate  fee  schedule  be  reconsidered,  and  that  the  relative  values  for 
pathology  being  developed  by  the  Hsiao  team  be  used  beginning  January  1992. 
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The  Commission  considered  how  limited  license  practitioners  should  be  paid  under  the  fee 
schedule  and  concluded  that  the  issues  for  each  category  of  practitioner  differ  and  therefore 
required  separate  recommendations.  It  proposed  that  oral  and  maxillofacial  surgeons  be  paid 
using  the  same  relative  values  and  conversion  factors  as  MDs  and  DOs.  Prior  to  making 
recommendations  on  optometrists  and  podiatrists,  it  outlined  plans  for  further  work  to  assess 
whether  services  should  be  considered  the  same  when  billed  under  the  same  code  by  physician 
and  by  these  practitioners.  Because  of  difficulties  in  linking  chiropractic  services  into  the 
Medicare  Fee  Schedule,  the  Commission  recommended  creation  of  a  separate  budget-neutral 
fee  schedule  that  incorporates  a  geographic  adjuster  for  the  single  chiropractic  code  covered  by 
Medicare. 

Even  with  the  substantial  financial  protection  OBRA89  provides  for  beneficiaries,  the  Commission 
continued  to  express  its  concern  about  potential  adverse  effects  of  balance  billing,  especially  in 
situations  where  the  beneficiary  has  no  meaningful  choice  of  physician.  Its  report  set  out  plans 
to  monitor  assignment  and  participation  rates  in  the  Medicare  program  and  to  analyze  the 
burden  of  balance  billing  on  beneficiary  populations. 

The  1 990  report  set  out  a  framework  for  the  Commission's  work  in  advising  Congress  on  Volume 
Performance  Standards.  It  discussed  the  factors  that  Congress  established  as  the  basis  for 
setting  performance  standards  and  the  process  the  Commission  will  use  to  develop  its 
recommendations.  The  report  also  discussed  several  possible  ways  to  establish  subnational 
performance  standards,  defined  either  geographically  (for  example,  by  state)  or  by  category  of 
service  (for  example,  surgery).  OBRA89  directed  HHS  to  develop  a  plan  for  separate 
performance  standards  for  voluntarily-formed  groups  of  physicians.  The  Commission  considered 
a  number  of  ways  in  which  such  a  carve-out  system  could  be  designed  and  concluded  that  none 
appeared  workable. 

The  Commission  noted  in  its  report  that  the  success  of  Volume  Performance  Standards  will 
depend  upon  the  extent  to  which  physicians  work  cooperatively  with  the  research  community 
and  the  Medicare  program  to  identify  and  control  unnecessary  and  inappropriate  services.  Many 
physicians  organizations  have  accelerated  their  development  of  practice  guidelines  in  response 
to  the  challenge  to  improve  medical  practice.  But  some  expressed  fear  that  their  organizations 
would  be  the  target  of  antitrust  suit  or  that  practicing  physicians  would  be  subject  to  greater  risks 
of  malpractice  suit.  The  Commission  investigated  both  of  these  questions.  It  concluded  that  a 
medical  professional  society  is  at  little  or  no  risk  of  antitrust  suit  if  it  follows  sensible  and 
straightforward  procedures  in  developing  guidelines.  It  also  concluded  that  guidelines  are  not 
likely  to  expose  practicing  physicians  to  new  malpractice  risks  and  may  reduce  existing  risks  by 
making  courts'  judgments  of  negligence  more  accurate. 
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Volume  Performance  Standards  Report.  On  May  15, 1990,  the  Commission  submitted  its  first 
annual  report  and  recommendations  to  Congress  on  setting  the  Volume  Performance  Standard 
(VPS)  rate  of  increase  for  FY1991. 

For  at  least  a  decade,  the  rapid  growth  of  physician  expenditures  has  placed  increasing  financial 
burdens  on  beneficiaries  and  has  drawn  on  federal  resources  that  might  more  appropriately  be 
devoted  to  other  public  needs.  It  was  the  Commission's  judgment-shared  by  the  Congress-that 
growth  in  physician  expenditures  must  be  slowed  to  a  lower,  sustainable  rate.  The  Commission 
proposed  the  concept  of  expenditure  targets  as  a  means  to  slow  the  growth  of  Medicare 
expenditures  for  physician  services.  Congress  adopted  that  concept  and  established  a  system 
of  Volume  Performance  Standards  as  part  of  the  physician  payment  reform  in  OBRA89. 

On  April  16, 1990,  the  Secretary  recommended  a  VPS  rate  of  increase  for  FY1991  of  8.7  percent 
for  surgery,  10.5  percent  for  nonsurgical  services,  and  9.9  percent  for  all  services  together.  The 
Secretary  made  full  allowances  for  expenditure  growth  due  to  inflation,  increases  in  enrollment, 
increases  in  the  average  age  of  beneficiaries,  and  the  effects  of  prior  legislation,  while  providing 
an  allowance  for  an  increase  in  volume  and  intensity  per  enrollee  of  one-half  of  the  Department's 
estimated  annual  growth  of  expenditures  from  FY1986  to  FY1990  in  excess  of  that  attributable 
to  inflation,  enrollment,  and  aging. 

Commission  examined  the  Secretary's  recommendations  and  chose  to  recommend  an 
alternative  VPS  rate  of  increase  based  on  reasoning  somewhat  different  from  the  Secretary's. 
The  Commission  recommended  a  VPS  rate  of  increase  11.2  percent  overall,  with  a  rate  of 
increase  for  surgical  services  of  9.3  percent  and  for  nonsurgical  services  of  12.1  percent. 

In  developing  its  recommendation,  the  Commission  reviewed  the  evidence  on  the  effects  of 
factors  specified  in  the  legislation  on  projected  expenditure  growth,  and  considered  what  rate 
of  increase  in  expenditures  each  would  justify.  The  factors  were  inflation,  increases  in  the 
numbers  and  average  age  of  Medicare  enrollees,  changes  in  technology,  any  problems  with 
access,  appropriateness  of  the  services  that  Medicare  beneficiaries  receive,  and  the  effects  of 
legislative  changes  on  expenditure  growth. 

Because  data  limitations  did  not  make  it  possible  to  develop  accurate  projections  of  the  effects 
that  new  technology,  access,  and  appropriateness  would  have  on  expenditures,  the  Commission 
used  an  alternative  approach  to  develop  its  recommendations.  The  Commission  began  with  the 
baseline  projection  of  the  Medicare  Actuary  for  the  rate  of  growth  of  expenditures  incorporated 
in  the  VPS,  and  then  decided  what  reduction  in  this  rate  of  growth  could  be  achieved  without 
threatening  loss  of  access  or  quality  of  care  for  Medicare  beneficiaries.  This  approach  was 
considered  particularly  appropriate  for  the  initial  years  under  the  VPS  system,  during  which  the 
ability  of  physicians  to  affect  medical  practice  is  the  factor  that  limits  the  pace  at  which  the 
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growth  rate  can  be  slowed. 

The  Commission  judged  that  the  rate  of  expenditure  growth  for  1991  could  be  reduced  by  two 
percentage  points  by  eliminating  services  that  would  have  provided  little  or  no  benefit  to 
beneficiaries.  In  effect,  the  Commission  allowed  full  increases  in  expenditures  for  inflation, 
increases  in  the  number  and  average  age  of  beneficiaries,  and  prior  legislative  changes,  but 
judged  that  the  medical  profession  could  achieve  a  reduction  in  the  overall  growth  rate  by 
reducing  the  growth  of  volume  and  intensity  of  services  without  compromising  access  or  quality 
of  care. 

The  Commission  also  recommended  VPS  rates  of  increase  for  surgical  and  nonsurgical  services 
that  were  one  percentage  point  farther  apart  than  those  recommended  by  the  Secretary.  This 
reflected  the  Commission's  baseline  projection  that  surgical  services  would  increase  less  rapidly 
than  nonsurgical  services  in  1991  based  on  evidence  that  the  Medicare  volume  of  surgical 
services  has  grown  less  rapidly  in  recent  years  than  that  of  nonsurgical  services. 

The  Commission  commented  in  its  report  that  the  goals  of  the  VPS  system  could  not  be  reached 
overnight.  The  growth  of  expenditures  must  be  reduced  at  a  prudent  pace.  The  Commission 
noted  that  expenditure  growth  could  be  slowed  within  five  years  to  a  sustainable  level.  It 
cautioned,  however,  that  the  uncertainty  inherent  in  these  predictions  required  that  these 
expectations  be  reassessed  each  year  in  light  of  more  recent  information  on  access  to  services, 
technological  change,  appropriateness  of  current  practice,  and  the  ability  to  identify  and  reduce 
services  of  little  or  no  benefit. 

Advice  to  Congress 

This  past  year,  the  Commission  was  again  actively  involved  in  providing  information  and  advice 
to  Congress  through  its  annual  report  and  the  VPS  report,  testimony  before  Congressional 
committees,  briefings  for  Congressional  members  and  staff,  and  ongoing  informal 
communication  between  its  staff  and  Congressional  staff.  The  Commission  presented  the  issues 
and  recommendations  contained  in  its  1990  annual  report  in  testimony  before  the  Health 
Subcommittee  of  the  House  Committee  on  Ways  and  Means.  It  also  commented  on  the 
Medicare  Part  B  proposals  in  the  President's  budget  before  both  the  Ways  and  Means  Health 
Subcommittee  and  the  Senate  Committee  on  Finance.  As  part  of  its  new  responsibilities  under 
OBRA89,  the  Commission  developed  recommendations  on  setting  the  Volume  Performance 
Standard  for  FY1991  and  presented  them  in  testimony  before  the  Committee  on  Finance,  the 
Ways  and  Means  Health  Subcommittee,  and  the  Subcommittee  on  Health  and  the  Environment 
of  the  House  Committee  on  Energy  and  Commerce. 
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During  the  deliberations  on  the  FY1991  budget,  the  committees  with  jurisdiction  over  Medicare 
Part  B  asked  the  Commission  for  its  advice  on  how  to  achieve  program  savings  for  physician 
services.  The  Commission  examined  a  number  of  options  and  solicited  comments  from  a  wide 
range  of  physican,  beneficiary  and  other  organzations  before  developing  its  recommendations. 
As  in  previous  years,  it  was  guided  in  its  work  by  the  goal  that  short-term  policy  changes  should 
be  consistent  with  the  principles  underlying  longer-term  reform,  principles  that  are  now  embodied 
in  OBRA89.  The  recommendations  it  forwarded  to  Congress  included  reduction  or  elimination 
of  the  MEI  update  in  prevailing  charges  for  all  services  but  primary  care;  reductions  in  prevailing 
charges  for  overvalued  procedures,  selected  services  not  surveyed  in  Phase  I  of  the  Hsiao  study 
and  for  anatomic  pathology  services;  and  reductions  in  the  conversion  factors  for  radiology  and 
anesthesia  services.  Each  of  these  recommendations  was  reflected  in  the  budget  provisions  of 
OBRA90. 

Commission  Operations 

The  Commission  has  adopted  an  operational  style  that  maintains  the  highest  standards  for  its 
analytical  work  and  allows  it  to  be  productive,  timely  in  its  advice  and  sensitive  to  the  concerns 
of  the  interest  groups  affected  by  its  recommendations.  As  reported  in  past  years,  the 
Commission  combines  analytical  work  conducted  by  its  staff  with  the  selective  use  of  outside 
contractors  to  extend  staff  capability  or  draw  on  needed  specialized  expertise.  The  Commission 
maintains  a  very  full  analytical  work  plan  that  is  reflected  in  the  reports  it  issues  each  year,  such 
as  those  summarized  above.  The  discussion  of  the  FY92  work  plan  in  the  next  section  both 
provides  an  update  on  the  Commission's  analytical  activities  and  sets  the  agenda  for  the  year 
ahead. 

The  Commission  also  places  a  high  priority  on  its  relations  with  groups  affected  by  its  work, 
seeing  such  interactions  as  both  an  effective  method  to  gather  information  and  insight  on  the 
issues  it  addresses  and  part  of  its  responsibility  as  a  public  agency.  Before  turning  to  the 
analytical  work  plan,  the  details  of  the  Commission's  work  with  outside  groups  in  the  past  year 
are  described  below. 

Staffing.  In  FY91,  the  Commission  will  be  operating  with  a  staff  of  24,  19  of  whom  are 
professionals  supported  by  5  administrative  and  clerical  staff  members.  The  staff  conducts  or 
closely  supervises  most  of  the  data  gathering  and  analytical  work  used  by  the  Commission.  It 
is  also  responsible  for  maintaining  ongoing  working  relationships  with  other  federal  agencies, 
interest  groups,  the  press,  and  the  public.  The  Commission  has  found  from  experience  that  to 
meet  its  responsibilities  to  Congress,  which  have  been  expanded  three  times  in  the  past  four 
years,  its  staff  must  be  comprised  of  highly  trained  and  experienced  individuals. 
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Relations  with  Interest  Groups  and  the  Public.  The  Commission  has  developed  a  reputation  for 
openness  in  its  deliberations  and  accessibility  to  outside  groups.  It  held  seven  public  meetings 
last  year,  one  hearing  on  issues  to  be  covered  in  the  Commission's  annual  report  in  which  18 
groups  testified  and  20  groups  submitted  written  statements,  and  a  second  hearing  on  the  topic 
of  payment  to  nonphysician  practitioners  in  which  eight  groups  testified  and  3  submitted  written 
statements. 

Over  the  years,  the  Commission  has  drawn  on  the  professional  expertise  and  judgment  of 
organizations  and  individuals  to  inform  its  analytical  work  on  a  number  of  issues.  This  past  year 
was  no  exception.  In  addition  to  meeting  with  representatives  of  professional  associations, 
beneficiary  organizations  and  other  groups  to  discuss  issues  of  particular  concern  to  them,  the 
Commission  established  several  structured  processes  for  obtaining  information  and  advice. 

As  follow  up  to  the  recommendations  it  made  on  reforming  the  coding  of  visits  and 
consultations,  the  Commission  worked  this  past  year  to  develop  a  model  coding  system  that 
incorporated  time  into  the  descriptor  for  each  type  of  visit.  To  assist  in  that  effort,  the 
Commission,  in  collaboration  with  the  American  Medical  Association  (AM A),  convened  a 
consensus  panel  comprised  of  46  physicians,  beneficiaries,  nonphysician  practitioners,  and 
medical  directors  of  Medicare  carriers  and  private  payers.  The  panel  members  were  selected 
from  nominations  provided  by  professional  associations  and  other  key  interest  groups.  They 
participated  in  a  six-month  process  involving  stuctured  interviews,  mail  questionnaires,  and 
meetings  that  resulted  in  a  set  of  consensus  recommendations  that  were  forwarded  to  the 
Commission  and  the  AMA  last  June.  The  Commission  has  drawn  heavily  on  the  advice  of  that 
panel  in  formulating  its  proposal  on  visit  coding  reform. 

A  key  issue  in  the  implementation  of  the  Medicare  Fee  Schedule  is  the  assignment  of  accurate 
relative  values  to  physician  services.  The  Commission  has  devoted  significant  time  and 
resources  to  reviewing  the  Hsiao  study  and  conducting  its  own  work  in  areas  where  it  finds  that 
the  study  falls  short.  In  addition  to  its  analytical  work,  the  Commission  has  organized  a 
refinement  process  involving  60  specialty  societies,  the  AMA,  HCFA  and  the  Hsiao  team  to 
identify  specific  problems  in  the  estimates  of  physician  work  that  should  be  corrected  before  the 
fee  schedule  is  implemented.  That  process  involves  soliciting  comments  on  the  study  results 
from  the  60  specialty  societies  and  convening  a  panel  comprised  of  physicians  from  all 
specialties  to  advise  the  Commission  on  refinements  in  relative  values  for  services  where  the 
data  are  inconclusive. 

The  Commission  has  also  been  working  on  refinements  in  the  methods  for  allocating  practice 
expenses  and  malpractice  premium  expenses  across  services  in  the  Medicare  Fee  Schedule. 
As  part  of  that  effort,  it  convened  two  advisory  panels  to  review  and  comment  on  its  analysis. 
First,  Commission  staff  presented  the  method  it  was  developing  to  estimate  practice  expenses 
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to  a  panel  of  practice  managers  and  accountants.  Based  on  their  comments,  it  refined  the 
method  and  then  presented  it  for  review  by  a  panel  of  practicing  physicians.  The  physician  panel 
was  also  asked  to  assess  alternative  approaches  to  paying  for  Medicare's  share  of  malpractice 
premium  expenses.  The  issues  raised  at  that  meeting  played  an  important  role  in  shaping  the 
Commission's  work  plan  in  this  area. 

Finally,  OBRA89  called  on  the  Commission  to  convene  a  panel  of  physician  experts  to  assist  it 
in  commenting  on  the  Secretary's  analysis  of  the  effects  of  payment  reform  on  utilization  and 
access.  After  seeking  nominations,  the  Commission  appointed  a  12-  member  panel  including 
six  physicians  as  well  as  distinguished  health  services  researchers  and  representatives  of 
beneficiary  and  rural  interests.  The  panel  will  hold  its  first  meeting  on  February  15, 1991. 

The  Commission  has  made  an  ongoing  commitment  to  inform  the  public  about  its  activities  and 
the  policy  issues  it  addresses.  Interest  in  payment  reform  has  grown  since  the  passage  of 
OBRA89  creating  even  greater  demand  for  information  than  existed  a  year  ago.  Commissioners 
and  senior  staff  continue  to  devote  considerable  time  to  public  speaking,  responding  to  inquiries 
about  the  Commission,  and  clarifying  payment  reform  issues  and  Commission  positions  to 
government  staff,  representatives  of  professional,  trade  and  consumer  organizations, 
researchers,  journalists,  and  others.  It  should  also  be  noted,  however,  that  the  Commission 
often  benefits  from  the  insights  it  gains  about  the  issues  before  it  through  the  comments  and 
questions  that  are  raised  in  these  exchanges. 


COMMISSION  WORK  PLAN 

With  the  expansions  in  its  mandate  in  the  past  two  years,  the  Commission's  work  plan  has 
grown  to  include  both  continued  work  in  the  broad  policy  areas  encompassed  in  the  payment 
reform  legislation  and  a  set  of  issues  that  goes  beyond  Medicare  policy. 
Some  studies  that  were  included  in  last  year's  work  plan  will  be  completed  with  the  publication 
of  the  Commission's  1991  Annual  Report  to  Congress  in  March.  Other  issues  remain  on  the 
work  plan  because  they  involve  multi-year  efforts.  The  Commission  is  also  looking  forward  to 
shifting  its  focus  to  projects  in  several  new  policy  areas  as  well. 


Medicare  Fee  Schedule 

During  the  early  years  of  implementation  of  the  Medicare  Fee  Schedule,  the  Commission 
considers  it  critical  to  continue  its  work  on  key  policy  and  technical  refinements  in  the  policy. 
While  some  tasks  will  be  completed  in  the  current  fiscal  year,  in  anticipation  of  the  January  1992 
beginning  of  the  transition  to  the  Medicare  Fee  Schedule,  work  on  many  important  refinements 
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will  remain.  The  details  of  some  analyses  the  Commission  will  undertake  in  FY92  will  depend 
on  policy  decisions  to  be  made  by  the  Congress  and  HCFA  and  on  the  Commission's  evaluation 
of  studies  currently  underway.  The  specific  tasks  will  be  defined  as  more  information  becomes 
available.  In  the  meantime,  this  work  plan  anticipates,  from  what  is  already  known  and  from  the 
Commission's  previous  experience,  what  the  likely  tasks  will  be. 

Coding  for  Evaluation  and  Management  (Visit)  Services.  Depending  on  actions  taken  by  the 
Congress  and  HCFA,  the  Commission  will  be  involved  in  evaluating  alternative  systems  for 
coding  visits  and  designing  studies  to  monitor  and  evaluate  the  use  of  a  new  coding  system. 
The  types  of  studies  contemplated  include: 

o  a  survey  of  physicians  to  validate  that  a  uniform  set  of  of  descriptors  for  visit  services  is 
applicable  to  all  classes  of  visits  and  sites  where  visits  take  place; 

o  a  study  to  evaluate  coding  proposals  currently  under  development  by  the  Commission, 
the  AMA  and  HCFA; 

o  a  survey  involving  specialty  societies  and  physicians  to  assess  whether  the  time  included 
in  the  descriptor  for  each  visit  is  congruent  with  the  content  defined  for  that  visit;  and 

o  development  of  a  strategy  for  ongoing  monitoring  and  evaluation  of  the  new  visit  coding 
system  once  it  is  implemented  to  assure  that  codes  are  being  used  uniformly  and 
appropriately  by  physicians  and  carriers. 

Refining  the  Scale  of  Relative  Work  for  the  Medicare  Fee  Schedule.  During  1992,  the 
Commission  will  continue  both  its  evaluation  of  Phase  III  of  the  Hsiao  study  and  its  refinement 
process.  Based  on  its  assessment  of  Phase  III  and  issues  raised  by  interest  groups  both  in  its 
refinement  process  and  in  response  to  HCFA's  proposed  rules  on  the  Medicare  Fee  Schedule, 
the  Commission  will  identify  the  additional  refinement  tasks  it  will  undertake.  Based  on  the 
information  currently  available,  the  Commission  anticipates  working  on  at  least  the  following 
issues: 

o  refinement  of  cross-specialty  links,  through  a  process  that  would  involve 
expanding  the  number  of  physicians  who  participate  from  each  specialty  beyond 
that  used  by  Hsiao  and  that  would  develop  explicit  criteria  for  good  quality  links; 

o  refinement  of  relative  work  values  for  services  that  were  covered  in  Phase  III  of  the 
Hsiao  study; 
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o        refinement  of  the  Medicare  adjuster  for  surgical  global  services  and  other  services; 
and 

o       development  of  a  severity  of  illness  modifier. 


The  Commission  will  draw  on  what  it  has  learned  from  its  evaluation  of  the  methods  used  by 
Hsiao  in  the  three  phases  of  his  research  and  its  own  refinement  of  the  relative  value  scale  (RVS) 
to  assess  alternative  approaches  for  updating  the  RVS.  In  addition  to  defining  data  needs  and 
analytical  tasks  in  such  a  process,  it  will  pay  special  attention  to  the  roles  that  researchers, 
analysts,  panels  of  physicians,  specialty  societies,  and  other  interested  parties  should  play. 

Surgical  Global  Services.  The  Commission  will  continue  its  work  to  assign  relative  values  to 
surgical  global  services  that  reflect  the  Commission's  policy  developed  through  the  use  of  a 
consensus  process  in  1988.  Its  policy  is  very  close  to  the  policy  developed  by  HCFA  in  its 
Model  Fee  Schedule.  The  Commission  anticipates  working  closely  with  HCFA  as  the  1992 
implementation  date  for  the  Medicare  Fee  Schedule  approaches. 

The  Commission  is  refining  its  methods  for  extrapolating  pre-  and  post-operative  visit  patterns 
from  a  representative  sample  of  surgical  services  to  the  universe  of  surgical  codes.  Later  it  will 
use  these  techniques  to  determine  the  visits  associated  with  each  operation  and  assign  relative 
values  to  surgical  global  services. 

In  its  analysis  of  objective  data  sources  that  assisted  in  assigning  surgical  visit  patterns,  the 
Commission  developed  a  database  that  allows  comparisons  of  some  elements  of  the  surgical 
global  package  for  the  over-65  population  and  the  total  population.  Analysis  of  these  data  will 
help  the  Commission  reach  a  conclusion  regarding  the  need  for  a  Medicare  adjuster  to  the  fee 
schedule  for  surgical  global  services. 

Broader  Forms  of  Payment 

The  Commission  will  begin  to  explore  the  issue  of  establishing  broader  forms  of  payment  under 
the  Medicare  Fee  Schedule.  Currently,  a  number  of  different  models  are  used  to  deliver  medical 
care.  In  some  cases,  patients  with  the  same  condition  receive  identical  services,  but  by  different 
practitioners.  In  other  cases,  patients  with  the  same  condition  receive  different  services.  The 
Commission  is  interested  in  determining  whether  broader  units  of  payment  would  encourage 
physicians  to  choose  more  cost-effective  models  of  care.  In  this  regard,  it  is  planning  to  explore 
such  options  as  team  payment,  bundled  payment,  and  payment  for  episodes  of  care. 
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In  1992,  the  Commission  will  gather  background  information  in  this  area,  identifying  current 
models  of  care  and  evaluating  broader  units  of  payment  that  are  currently  under  development. 
As  part  of  this,  it  will  consider  the  feasibility  of  developing  equitable  payment  methods  for  visits 
that  encompass  a  broader  range  of  services.  By  the  end  of  the  year,  a  workplan  will  be 
developed  that  is  likely  to  combine  analysis  (for  example,  using  Medicare  claims  data  to  study 
variation  in  the  practitioners,  services,  and  resource  costs  involved  in  the  care  of  patients  with 
a  given  condition)  and  a  consensus  process  to  help  the  Commission  develop  recommendations 
for  broader  units  of  payment. 


Practice  Expenses 

During  the  next  year,  the  Commission  will  continue  its  work  on  a  resource-based  alternative  to 
the  OBRA89  method  of  incorporating  practice  expenses  into  the  Medicare  Fee  Schedule.  It  will 
build  on  the  work  described  in  the  Commission's  1991  report  which  will  present  the  method, 
demonstrate  how  it  would  be  applied  using  data  gathered  from  medical  practices,  and  describe 
specific  implementation  issues. 

The  Commission  later  plans  to  issue  a  report  that  describes  and  illustrates  the  resource-based 
approach  for  review  by  physicians,  medical  practice  administrators,  and  practice  managers.  The 
goal  of  this  review  is  to  continue  dialogue  with  professionals  who  have  played  important  roles 
in  advising  on  the  method  and  data  collection  to  date.  Comments  on  implementation  of  the 
method  will  also  be  solicited. 

The  resource-based  method  is  designed  to  cover  the  cost  of  medical  equipment  in  efficient 
practices.  In  the  next  year,  Commission  staff  will  be  analyzing  data  from  a  survey  (which  is 
currently  in  the  field)  that  will  help  determine  how  service  volume  --  and  the  unit  costs  of 
equipment  -  vary  with  practice  size. 


The  Commission  also  will  continue  to  review  data  from  medical  practices  and  refine  the  method 
to  minimize  costs  of  implementation.  Work  will  focus  on  what  representative  data  are  crucial  to 
the  development  of  accurate  relative  values,  as  well  as  information  that  would  be  needed  by 
carriers  for  efficient  implementation.  As  part  of  this  continuing  effort  to  refine  the  method,  the 
Commission  will  gather  additional  data  from  small  practices  to  complement  the  data  already 
collected  from  large  multispecialty  group  practices.  It  will  also  conduct  a  study  comparing  the 
costs  of  providing  primary  care  services  in  the  main  sites  of  well-established  clinics  and  in  their 
rural  satellite  clinics. 
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Professional  Liability  Insurance  Expenses 

During  the  next  year,  the  Commission  will  continue  its  work  on  how  to  cover  the  physician's 
costs  of  malpractice  insurance. 

In  its  1991  report  and  a  second  report  this  July,  the  Commission  will  review  alternative 
approaches  for  allocating  malpractice  expenses  across  services  in  the  Medicare  Fee  Schedule. 
Based  on  its  analyses  to  date,  the  preferred  method  appears  to  be  one  that  would  spread  the 
malpractice  premium  over  services  provided  by  physicians  in  each  risk  class  in  proportion  to  the 
liability  risk  of  the  service.  The  Commission  will  continue  to  explore  fee  schedule  approaches 
that  both  meet  the  goal  of  covering  Medicare's  share  of  malpractice  expenses  for  physicians  in 
different  specialties  and  minimize  complexity  in  implementation. 

The  Commission  will  also  be  looking  at  the  broader  issue  of  reform  of  the  malpractice  system 
in  the  next  year.  When  that  work  is  further  along,  it  may  lead  to  a  reconsideration  of  the  method 
used  to  pay  for  malpractice  premium  expenses  that  would  include  not  only  fee  schedule  options 
but  options  such  as  direct  payment  of  Medicare's  share  of  physicians'  premiums  and  expanding 
the  government's  role  as  insurer  of  Medicare  patients. 


Analyses  of  Volume  Offset  Issues 

The  Commission  has  an  ongoing  concern  about  physician  responses  to  fee  changes  in 
Medicare.  It  will  focus  its  analyses  on  two  issues  of  particular  interest  in  1992  and  beyond:  the 
impact  of  fee  changes  on  volume  of  services  in  Medicare  and  the  effect  of  changes  in  Medicare 
payment  on  private  sector  outlays.  Commission  staff  will  use  the  Medicare  BMAD  files  to 
analyze  the  impact  of  fee  level  changes  on  the  volume  of  services.  In  addition,  staff  plan  to 
merge  Medicare  and  Blue  Cross/Blue  Shield  expenditure  and  volume  data  to  determine  the 
relationship  between  Medicare  and  Blue  Cross/Blue  Shield  payments  and  volume.  Additional 
work  will  be  undertaken  to  assess  the  impact  of  fee  reductions  in  OBRA89  on  expenditures  for 
both  Medicare  and  private  payers. 


Benefipiary  Issues 

The  Commission  will  continue  to  examine  a  variety  of  issues  related  to  Medicare  beneficiaries 
including  financial  protection  and  access  to  care  under  the  Medicare  Fee  Schedule. 

Staff  have  merged  information  from  the  Commission's  Survey  of  Medicare  Beneficiaries  with 
Medicare  claims  files  for  survey  respondents.  Analyses  will  focus  on:  1)  the  costs  for  assigned 
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and  unassigned  care  among  different  demographic  groups;  2)  the  extent  to  which  beneficiaries 
have  been  willing  or  able  to  discuss  their  bills  with  physicians  and  the  outcome  of  those 
discussions;  3)  barriers  to  access  and  4)  the  factors  accounting  for  beneficiaries'  willigness  to 
seek  out  physicians. 

Staff  will  also  continue  its  work  using  the  BMADIV  (Beneficiary)  file  to  consider  a  range  of 
beneficiary  issues  including  assignment,  participation  and  utilization  of  services.  These  analyses 
include  exploring  the  use  of  tracer  services  to  measure  baseline  utilization  rates  among  various 
Medicare  populations  (e.g.  poor,  rural,  urban,  frontier  counties,  blacks  and  whites)  and  to 
monitor  access.  Another  will  measure  current  balance  billing  rates  and  amounts  of  the  various 
Medicare  populations  and  examine  the  potential  of  using  these  as  indicators  in  monitoring 
access. 

The  Commission  will  conduct  further  analyses  to  understand  why  the  proportion  of  charges  for 
services  provided  by  PAR  physicians  has  increased  more  rapidly  than  the  number  of  physicians 
enrolled  in  the  PAR  program.  These  analyses  will  provide  new  information  on  beneficiaries'  use 
of  participating  and  nonparticipating  physicians  as  well  as  some  insight  into  the  relationship  of 
factors  such  as  practice  size  and  intensity  to  physician  participation. 

As  part  of  its  role  in  monitoring  the  impact  of  the  payment  reform  legislation,  the  Commission 
is  required  to  comment  on  the  HHS  Secretary's  analysis  of  the  implications  of  changes  in 
utilization  on  the  quality  of  and  access  to  medical  care.  It  has  established  a  12-member  Advisory 
Panel  on  Access  to  advise  it  on  how  to  approach  this  task.  The  panel  will  meet  four  to  five  times 
a  year,  beginning  February  1991.  It  will  assist  the  Commission  in  developing  analytical 
strategies,  identifying  relevant  data  sources,  and  analyzing  the  data.  It  will  also  investigate 
possible  causes  of  harmful  or  beneficial  effects  on  access  and  consider  strategies  for  measuring 
the  extent  of  such  changes.  Over  the  coming  year,  Commission  staff  will  use  Medicare  claims 
data  to  test  and  refine  the  panel's  suggestions  and  will  develop  indices  for  measuring  the  impact 
of  payment  reform  on  access. 

In  the  past  year,  Commission  staff  have  provided  technical  advice  to  HCFA's  Office  of  the 
Actuary  in  development  of  the  Medicare  Current  Beneficiary  Survey  and  in  designing  questions 
and  approaches  useful  for  assessing  the  impact  of  physician  payment  reform  on  access  and 
utilization.  It  will  continue  this  activity  in  the  coming  year.  In  addition,  the  Commission  will 
conduct  its  own  analyses  of  the  results  from  the  first  round  of  data  collection  as  they  become 
available  in  1992. 
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Volume  Performance  Standards 

OBRA89  sets  out  specific  responsibilities  for  the  Commission  related  to  setting  Volume 
Performance  Standards  (VPSs)  and  updating  the  Medicare  Fee  Schedule.  Each  year,  the 
Commission  must  comment  on  the  HHS  Secretary's  recommendations  related  to  the  VPS  and 
fee  updates  and  make  its  own  recommendations  to  Congress.  In  doing  so,  it  must  take  into 
account  the  factors  specified  in  the  legislation  that  may  affect  the  volume  of  and  expenditures 
for  physician  services  including  inflation,  changes  in  the  number  and  age  composition  of  the 
beneficiary  population,  changes  in  technology,  evidence  of  unnecessary  utilization  and  evidence 
of  inadequate  access  to  necessary  services. 

The  Commission  staff  will  conduct  a  series  of  analyses  using  HCFA  claims  files  and  other 
government  and  private  sector  data  sources.  It  will  also  continue  consultations  with  specialty 
societies  and  independent  experts. 

Planned  work  includes  analysis  of  the  impact  of  new  technologies  on  expenditure  growth.  New 
technology  is  potentially  a  major  source  of  increased  spending,  but  there  is  little  in  the  way  of 
hard  analysis  on  this  topic.  Prior  staff  work  identified  various  new  technologies  and  tracked  their 
growth  over  the  period  1986-1988.  Staff  work  is  planned  in  four  areas.  First,  input  from  medical 
organizations  will  be  used  to  refine  the  list  of  new  technologies.  Second,  a  separate  analysis  will 
attempt  to  account  for  services  that  are  used  in  conjunction  with  these  new  technologies,  as  well 
as  services  that  have  been  replaced  by  the  new  technologies.  Third,  staff  will  use  Medicare 
claims  files  to  examine  the  diffusion  of  new  technologies  from  urban  centers  to  other  settings. 
Finally,  staff  will  consult  with  experts  to  explore  more  qualitative  aspects  of  the  interaction 
between  expenditure  growth  and  new  technologies. 

The  Commission  will  also  continue  its  analyses  of  options  for  refining  the  VPS  approach  to  sub- 
national  groups.  Preliminary  staff  work  indicates  that  there  are  large  year-to-year  changes  in 
Medicare  Part  B  outlays  for  small  geographic  areas  such  as  states.  Analysis  shows  similar 
fluctuations  in  expenditures  for  non-Medicare  populations.  Further  staff  work  will  be  aimed  at 
analyzing  these  large  annual  fluctuations  in  expenditures.  First,  staff  will  combine  data  from 
Medicare  and  Blue  Cross/Blue  Shield  plans  to  determine  whether  there  is  any  relationship 
between  the  rate  of  charge  growth  for  the  two  payers.  Second,  staff  will  analyze  individual 
services  or  groups  of  services  to  determine  whether  charge  growth  is  due  largely  to  changes  in 
specific  classes  of  services. 
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Health  Maintenance  Organizations 

The  Commission's  work  in  this  area  will  focus  primarily  on  Medicare  policy  regarding  payment 
to  HMOs.  OBRA90  mandates  substantial  changes  in  the  current  risk  HMO  payment  formula. 
The  Commission  is  currently  undertaking  a  series  of  empirical  analyses  of  the  health  care  costs 
of  HMO-enrolled  beneficiaries.  In  the  coming  year,  Commission  staff  will  refine  these  analyses 
and  develop  their  implications  for  HMO  payment  reform. 

In  addition,  the  Commission  will  develop  more  information  on  HMO  structure  and  operation. 
There  is  little  current  evidence  on  which  types  of  HMOs  deliver  care  efficiently  and  what 
techniques  are  successful  in  controlling  costs.  Commission  staff  will  develop  a  taxonomy  of 
HMO  cost  management  techniques  and  analyze  each  for  efficacy  and  applicability  to  the  broader 
fee-for-service  health  care  sector. 


Medicare  and  the  Private  Sector 

In  its  1991  report,  the  Commission  will  present  its  first  discussion  on  the  potential  implications 
of  the  Medicare  Fee  Schedule  for  payment  policy  in  the  private  sector.  This  is  in  keeping  with 
its  new  mandate  under  OBRA90  which  calls  on  the  Commission  to  develop  "recommendations 
regarding  options  to  help  constrain  the  costs  of  health  insurance  to  employers,  including 
incentives  under  Medicare."  During  the  coming  year,  the  Commission  will  work  on  identifying 
ways  to  make  the  Medicare  Fee  Schedule,  particularly  its  relative  value  scale  (RVS),  more 
accessible  to  private  payers.  This  will  involve  refining  certain  aspects  of  the  RVS,  such  as 
developing  accurate  estimates  of  obstetrical  relative  values  which  has  not  been  a  significant 
concern  for  Medicare  payment,  and  developing  a  adjuster  that  can  be  used  for  modifying  values 
for  the  Medicare  population  while  maintaining  a  more  broadly  applicable  RVS  for  use  in  both 
public  and  private  programs.  The  Commission  will  continue  its  dialogue  with  private  payers  both 
to  learn  about  developments  in  the  private  sector  and  to  provide  informal  technical  assistance 
on  the  details  of  Medicare  policy.  It  will  also  continue  to  examine  the  issues  associated  with 
standardizing  payment  policies  in  the  public  and  private  sector. 


Improving  Access  for  the  Underserved 

Since  its  first  report,  the  Commission  has  expressed  its  concerns  with  both  the  problems  of 
underserved  areas  and  the  implications  of  its  recommendations  for  these  areas.  The  types  of 
analyses  it  has  undertaken  in  the  past  gained  formal  recognition  in  OBRA90  with  a  mandate  to 
consider  payment  incentives  to  increase  access  to  physician  services  in  both  urban  and  rural 
areas. 
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The  Commission's  plans  for  the  coming  year  will  build  upon  the  work  for  its  upcoming  annual 
report  to  assess  health  care  needs  in  rural  areas  by  developing  policy  recommendations  directed 
at  assuring  health  care  for  rural  populations.  The  Commission  plans  to  examine  options  such 
as  tax  incentives  for  health  professionals  in  underserved  areas,  payment  mechanisms  to  increase 
retention  of  National  Health  Service  Corps  physicians  following  their  period  of  obligation,  and 
Medicaid  bonus  payments  for  physicians  in  Health  Professional  Shortage  Areas  (HPSAs).  It  will 
also  address  measures  to  encourage  Rural  Health  Clinic  certifications  and  the  development  of 
regional  satellite  networks  by  multi-specialty  group  practices. 

The  Commission  is  also  planning  analyses  of  whether  practice  expenses  differ  systematically  in 
rural  areas.  Analysis  will  focus  on  whether  differences  exist,  and  whether  they  reflect  differences 
in  case  mix,  differences  in  service  volume,  and  differences  in  mode  or  style  of  practice.  This 
work  is  of  importance  in  understanding  practice  efficiency  and  how  services  are  provided  in 
areas  that  have  traditionally  experienced  problems  in  access. 

The  Commission  will  also  assess  the  possible  need  for  incentive  payments  that  go  beyond 
accurate  pricing  of  services  in  rural  areas  to  influencing  physician  practice  decisions  in  less 
professionally  attractive  areas.  As  part  of  this  work,  the  staff  will  examine  alternatives  to  HPSAs 
for  defining  areas  that  should  be  eligible  for  such  payment  incentives. 

Additionally,  the  Commission  will  begin  its  look  at  the  access  problems  encountered  by  inner-city 
populations.  Realizing  many  of  the  problems  are  similar  in  nature  to  the  problems  experienced 
by  rural  residents,  the  Commission  will  consider  the  appropriateness  of  any  "rural"  options  for 
urban  areas.  It  also  plans  to  determine  what  steps  should  be  taken  to  improve  access  that  are 
unique  to  urban  areas. 


Medicaid 

OBRA89  mandates  that  the  Commission  to  submit  a  report  to  the  Congress  by  July  1, 1991  on 
the  adequacy  of  physician  fees  under  state  Medicaid  programs,  physician  participation  in  the 
program  and  access  to  care  for  beneficiaries.  OBRA90  expanded  the  Commission's  mandate 
to  include  consideration  of  policies  to  increase  patient  access  to  primary  care  and  other 
physician  services  in  large  urban  and  rural  areas,  including  policies  affecting  Medicaid  physician 
payment.  Accordingly,  the  Commission  has  planned  a  series  of  activities  including: 

The  Relationship  between  Medicaid  Fee  Levels  and  Utilization.  Although  the  relationship  between 
Medicaid  fee  levels  and  utilization  of  services  has  been  examined  in  a  variety  of  ways  in  previous 
research,  most  of  these  studies  are  quite  dated.  Moreover,  none  used  as  much  information  on 
physician  fee  levels  as  is  now  available  from  the  Commission's  survey  of  state  Medicaid  directors 
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conducted  by  the  National  Governor's  Association  (NGA).  Survey  information  on  physician  fees 
will  be  combined  with  cross  sectional  data  to  determine  the  effect  of  higher  fees  on  expenditures 
per  Medicaid  eligible  and  on  the  number  of  services  provided  per  eligible.  Using  regression 
techniques,  this  analysis  will  control  for  factors  such  as  the  supply  of  physician  and  hospital 
resources,  demographic  characteristics  of  the  population,  and  differences  in  the  eligibility  and 
benefit  structure  of  each  state's  Medicaid  program. 

Study  of  Access  to  Care  and  Fee  Levels  in  the  State  of  Maine.  The  state  of  Maine  increased 
Medicaid  fees  for  a  number  of  primary  care  services  in  1988  and  a  set  of  medical  and  surgical 
services  in  1990.  This  "natural  experiment"  provides  a  unique  opportunity  to  study  the  effects 
of  fee  increases  on  physician  participation  and  access  to  care.  Under  contract  to  the 
Commission,  researchers  at  the  University  of  Southern  Maine  will  be  studying  the  effects  of  these 
increases  on  utilization  of  physician  services,  physician  pariticpation,  beneficiary  access  to  care 
and  program  expenditures. 

Simulation  of  Expenditure  and  Utilization  Effects  of  Physician  Payment  Options.  In  order  to  make 
recommendations  on  Medicaid  physician  payment  options,  the  Commission  will  need  estimates 
of  the  effect  of  each  option  on  utilization  and  expenditures.  These  simulations  require  data  on 
existing  utilization  patterns  and  fee  structures  as  well  as  assumptions  from  the  research  literature 
on  changes  in  behavior  that  may  occur  as  a  result  of  changes  in  the  payment  system.  Since 
state  Medicaid  programs  vary  tremendoulsly  in  fee,  eligibility  and  benefit  structures,  simulations 
should  be  completed  for  each  state. 

There  is  no  centralized  data  set  with  information  on  patterns  of  Medicaid  utilization  in  each  state. 
Therefore,  the  simulations  will  require  the  use  of  several  data  sources  and  some  extrapolation 
from  states  on  which  complete  information  is  available  to  those  where  it  is  not.  Staff  plan  to  use 
HCFA's  Medicaid  Statistical  Information  System  (MSIS)  to  develop  typical  utilization  patterns  for 
Medicaid  beneficiaries  in  various  eligibility  categories  such  as  AFDC  children,  AFDC  adults,  the 
elderly  and  the  disabled.  National  utilization  profiles  can  also  be  developed  with  aid  of  the 
Commission's  Medicaid  survey,  the  Medicaid  2082  and  Tape-to-Tape  data  sets. 


Information  on  physician  fee  levels  will  also  be  drawn  from  several  sources.  These  include  the 
MSIS,  the  Commission's  survey  and  physician  fee  schedules  obtained  by  the  Commission  from 
states  that  pay  physicians  on  the  basis  of  a  fee  schedule.  Assumptions  about  the  effects  of  fee 
changes  on  physician  willingness  to  participate  in  the  Medicaid  program  and  beneficiaries'  use 
of  office-based  care  will  be  based  on  the  research  literature.  Analyses  will  be  performed  to 
determine  how  sensitive  estimates  are  to  these  various  assumptions. 
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Malpractice  Reform 

The  Commission  is  undertaking  a  broad  examination  of  medical  malpractice,  beginning  with  a 
description  of  the  problems  that  should  be  addressed.  It  will  set  out  goals  for  a  malpractice 
system  and  will  evaluate  the  present  system  in  light  of  these  goals.  It  will  then  assess  proposals 
for  malpractice  reform,  determine  the  need  and  rationale  for  a  federal  role  in  such  reform,  and 
then  develop  recommendations  for  Congressional  action. 


Practice  Guidelines 

The  Commission  plans  to  return  to  its  work  on  practice  guidelines,  now  that  the  first  guidelines 
developed  by  the  AHCPR-sponsored  Patient  Outcome  Research  Teams  are  nearing  completion. 
It  will  assess  the  process  used  in  setting  priorities  for  guideline  development  as  well  as 
appraising  the  first  guidelines  to  be  issued.  The  processes  used  in  developing  and 
disseminating  the  guidelines  will  also  be  examined.  The  Commission  will  address  such  issues 
as  whether  guidelines  should  be  targeted  at  conditions  or  procedures,  how  they  can  be  regularly 
updated,  and  how  they  can  be  coordinated  with  private  sector  initiatives.  The  Commission  will 
investigate  what  purposes  guidelines  should  be  used  for;  in  particular,  how  practice  guidelines 
can  be  used  by  Medicare  and  other  payers  for  both  payment  and  quality  assurance.  Continuing 
legal  developments  involving  practice  guidelines  will  be  monitored.  The  Commission  plans  to 
hold  its  second  conference  in  this  area  to  further  explore  these  issues. 


Profiling 

The  Commission  is  investigating  the  potential  of  physician  practice  profiling  for  improving  quality 
assurance  and  utilization  review.  Current  and  future  uses  of  profiling  will  be  described,  and 
possible  problems  or  issues  in  the  expanded  use  of  profiling  will  be  identified.  The  Commission 
will  develop  profiles  to  test  the  use  of  the  technique  and  to  assess  its  potential  strengths  and 
weaknesses.  It  plans  to  begin  actual  profiling  to  learn  about  the  effects  of  the  changes  caused 
by  moving  to  the  Medicare  Fee  Schedule  and  to  unearth  problems  in  the  use  of  existing 
databases  for  this  purpose.  It  expects  to  consult  with  an  advisory  panel  of  physicians  and 
payers  to  determine  what  profiles  might  be  useful  and  how  they  should  be  used.  Depending  on 
the  outcome  of  this  work,  the  Commission  may  also  convene  a  conference  to  further  develop 
the  issues  and  opportunities  associated  with  physician  profiling. 


28 


840 


Graduate  Medical  Education 

Included  in  its  new  responsibilities  under  OBRA90  is  the  examination  of  physician  supply  and 
specialty  distribution  and  the  role  of  Medicare  in  financing  graduate  medical  education  (GME). 
The  Commission  will  begin  its  work  by  reviewing  information  on  the  changes  in  supply  and 
specialty  distribution  during  the  past  two  decades  and  the  legislative  history  at  both  the  federal 
and  state  level  in  relation  to  support  for  medical  training.  It  will  also  examine  the  current 
structure  and  financing  of  GME  and  conduct  analyses  to  determine  the  relationship  between  the 
number  and  specialties  of  physicians,  on  the  one  hand,  and  expenditure  growth,  on  the  other. 
The  Commission  will  go  on  to  establish  goals  for  publicly-financed  training  that  will  allow  it  to 
identify  and  evaluate  options  for  short-term  policy  change  as  well  as  setting  an  agenda  for 
longer-term  reform.  In  conducting  this  work,  it  intends  to  consult  with  a  number  health 
manpower  experts  as  well  as  with  staff  of  HCFA  and  the  Public  Health  Service,  both  of  which 
have  projects  currently  underway  in  this  area. 


Other  New  Issues 

The  Commission  has  placed  two  other  issues  on  its  agenda  on  which  it  intends  to  initiate  work 
in  the  coming  year.  The  first  concerns  issues  related  to  competency,  licensure,  and  certification 
of  physicians  and  other  health  professionals.  Congress  indicated  an  interest  in  this  issue  by 
including  it  in  the  Commission's  revised  mandate  in  OBRA90.  The  second  issue  relates  to 
payment  for  trauma  care.  Staff  work  on  both  these  issues  will  involve  gathering  background 
information  and  consulting  with  individuals  familiar  with  the  topics  to  identify  issues  and  formulate 
a  work  plan.  Depending  on  the  progress  of  these  initial  efforts,  the  Commission  will  determine 
whether  and  when  to  make  recommendations  to  Congress. 

Data  Base  Development 

Commission  staff  continue  to  be  an  expert  source  of  sophisticated  analyses  using  BMAD  data 
that  is  tapped  by  the  Congress  and  other  government  agencies.  Using  the  most  up-to-date 
BMAD  files  each  year  for  simulations  of  payment  reform  policies  and  other  analyses  requires 
extensive  cleaning  and  aging  of  the  data  by  Commission  staff  and  contracted  programmers. 
Commission  staff  will  also  spend  time  developing  expertise  in  the  use  of  the  Common  Working 
File  which  will  replace  BMAD.  This  file  has  the  advantages  of  allowing  for  small  area  analysis 
and  providing  more  timely  data,  but  the  size  of  the  file  also  introduces  a  number  of  data  base 
management  problems  that  Commission  staff  will  have  to  address  in  the  coming  years. 

The  staff  has  begun  to  use  several  sources  of  Medicaid  data  to  analyze  Medicaid  payment  issues 
including  HCFA's  Medicaid  Statistical  Information  System  (MSIS),  Form  2082  and  the  Tape-to- 
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Tape  project.  The  MSIS  is  a  fairly  new  data  set,  containing  detailed  information  on  utilization 
patterns  and  payment  for  physicians'  services  for  19  states. 

The  Commission  staff  draw  on  data  from  many  sources  in  their  analyses:  the  Hsiao  study;  the 
Commission's  surveys  on  beneficiaries,  visit  coding,  surgical,  global  services,  practice  expenses 
and  Medicaid;  private  payers  claims  data;  results  from  research  studies  and  surveys;  and  others. 
In  each  case,  data  files  must  be  created  and  tailored  to  the  questions  addressed  in  the  analysis. 
The  Commission  expects  that  such  data  base  development  will  be  required  for  a  number  of  the 
projects  included  in  this  workplan  for  both  work  involving  new  issues  or  extensions  of  ongoing 
projects  in  cases  where  new  issues  are  raised  or  new  data  sources  become  available. 


ESTIMATE  FOR  FISCAL  YEAR  1992 

The  Commission  requests  $4,495  million  for  Fiscal  Year  1992.  This  funding  level  would  allow 
expansion  to  a  staff  of  26  and  provide  the  resources  to  support  their  work,  cover  expenses  of 
Commission  meetings  and  other  activities  involving  Commissioners  and  permit  funding  of  grants 
and  contracts  for  analyses  and  data  development  to  supplement  the  work  of  the  staff.  The 
appropriation  request  for  FY92  is  $717,000  over  the  FY91  appropriation  level  of  $3,776  million. 
This  represents  a  substantial  increase,  but  one  that  is  considered  necessary  for  the  Commission 
to  comply  with  the  work  requirements  in  its  expanded  mandate.  The  Commission  will  be  adding 
staff,  working  with  an  expanded  number  of  data  bases,  and  conducting  surveys  and  other 
analytic  work  requiring  outside  expertise.  Therefore,  the  primary  sources  of  increase  in  the 
Commission's  1992  budget  are  funds  to  cover  the  costs  of  fully  staffing  the  Commission, 
increased  demand  for  computer  services  and  programming  to  support  data  development  and 
analytic  tasks,  and  a  modest  increase  in  the  funds  available  for  outside  contracts  to  supplement 
the  work  of  the  staff. 

Funds  are  expended  in  two  categories: 

Administration  and  Management 
Policy  Analysis  and  Data  Development 


Most  of  the  Commission's  expenditures  fall  into  the  Administration  and  Management  category, 
which  accounts  for  $3,495  million.  The  remaining  $1  million  for  Policy  Analysis  and  Data 
Development  will  be  used  to  fund  organizations  and  experts  to  conduct  work  that  can  be 
accomplished  more  effectively  by  others  than  by  the  Commission  staff. 
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Administration  and  Management  ($3.495  million! 

This  category  includes  funds  required  for:  payment  of  travel  expenses  and  compensation  to 
Commissioners  for  their  Commission-related  work;  salary  and  benefits  for  26  full  time  equivalent 
staff  positions  for  FY92;  expenses  associated  with  facilities,  supplies,  equipment  and  travel  of 
staff;  activities  and  services  related  to  communication  with  Congress,  interest  groups  and  the 
public  including  publication  and  extensive  distribution  of  reports  and  staff  analyses,  press  and 
Congressional  briefings,  mailings  to  interest  groups  to  obtain  their  views  on  issues  before  the 
Commission  and  dissemination  of  information  about  the  work  and  meetings  of  the  Commission; 
expenses  related  to  holding  Commission  meetings;  use  of  programming  and  mainframe 
computer  services  to  support  the  analytic  work  of  the  staff;  and  other  administrative  expenses 
associated  with  carrying  out  the  work  of  the  Commission. 

Funds  for  staffing  and  for  mainframe  computer  services  continue  to  comprise  the  major  portion 
of  the  proposed  budget  for  this  category.  The  Commission  has  recruited  a  highly  trained  and 
motivated  staff  that  has  been  productive  beyond  what  its  size  might  suggest  because  of  its 
expertise  and  commitment  to  high  quality,  timely  work.  The  Commission  has  found  from 
experience  that  maintaining  its  effectiveness  in  developing  useful  recommendations  for  Congress 
requires  that  much  of  its  work  be  conducted  or  managed  by  senior  professionals.  It  has  also 
found  that  it  can  maintain  a  significantly  higher  level  of  quality  by  use  of  staff  rather  than 
consultants.  The  Commission  has  factored  in  the  need  in  the  next  year  for  staff  to  develop  the 
new  issue  areas  included  in  the  OBRA90  expansion  of  its  mandate.  The  increase  in  funding  for 
staff  in  FY92  will  allow  the  recruitment  of  a  physician  and  an  additional  senior  staff  member  in 
addition  to  covering  expected  annual  increases  due  to  cost  of  living  and  performance  reviews. 

The  scope  of  the  Commission's  analytic  work  requiring  computer  and  programming  services  has 
increased  each  year  primarily  for  two  reasons.  First,  there  has  been  a  growing  need  for  data 
base  development  and  data  analysis,  whether  it  be  the  use  of  large  BMAD  data  files  to  conduct 
simulations  of  policy  options  or  to  conduct  analyses  underlying  the  Commission's  VPS 
recommendations,  or  the  analysis  of  smaller  data  sets  including  Commission  surveys  and  data 
from  the  Hsiao  study.  Second,  an  increasing  proportion  of  the  Commission's  analytic  work  has 
involved  quantitative  analysis  both  because  of  the  nature  of  the  issues  and  the  availability  of  new 
data  bases.  The  Commission  has  responded  by  recruiting  additional  staff  with  the  expertise  to 
perform  this  work.  As  each  of  these  staff  members  takes  on  new  analytic  tasks,  the  demand  for 
programming  and  computer  resources  increases.  Given  the  need  for  analytic  work  to  support 
the  Commission's  roles  in  refining  and  updating  the  fee  schedule  and  Volume  Performance 
Standards  and  the  expansion  of  data  bases  required  to  analyze  new  issue  areas  included  in  its 
OBRA90  mandate,  adequate  funds  for  computer  services  will  continue  to  be  a  priority  in  the 
Commission's  budget  request. 
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The  budget  items  in  this  category  are  summarized  below: 


Administration  and  Management 


FY  92  fin  $  thousands) 


Full  time  staff  salaries 

Other  than  full  time  staff  salaries 

Benefits 

Travel  (Commrs.  73;  Staff  32;  Others  20) 
Standard  level  user  charges 
Communications,  utilities  and  other  rent 
Computer  and  programming  services 
Printing  and  reproduction 
Other  services 
Supplies  and  materials 
Equipment  and  office  furnishings 


1,450 
130 
300 
130 
145 
72 
900 
84 
215 
43 

a? 


TOTAL 


3,495 


Policy  Analysis  and  Data  Development  ($1  million) 

The  funds  in  this  category  will  be  used  for  grants  and  contracts  to  expand  the  Commission's 
data  base  and  to  support  analysis  that  augments  the  work  of  Commission  staff  and  strengthens 
the  basis  for  Commission  recommendations.  The  Commission  uses  outside  contractors  for 
survey  work  and  also  in  cases  where  1)  conducting  analyses  internally  would  be  more  costly  and 
time  consuming  than  building  on  existing  work  of  outside  sources,  2)  where  needed  data  would 
only  become  available  to  the  staff  under  contract  with  outside  groups,  or  3)  where  the  technical 
expertise  does  not  exist  within  the  staff  or  needs  to  be  augmented  in  order  to  complete  tasks 
in  a  timely  manner. 

Projects  funded  under  this  category  will  support  the  work  on  many  issues  described  in  the  work 
plan  above.  The  Commission  has  traditionally  used  contract  funds  for  a  variety  of  projects  from 
fairly  large  contracts  for  surveys  to  quite  small  projects  such  as  preparation  of  expert  background 
papers.  Many  projects  can  be  anticipated  in  advance,  while  others  arise  from  needs  that  are 
identified  as  staff  projects  evolve.  The  Commission  has  factored  both  these  circumstances  into 
its  funding  request  The  projects  described  below  cover  more  than  10  different  issue  areas  on 
the  Commission's  agenda  in  which  work  by  experts  outside  the  staff  is  planned. 

Certain  contracted  work  will  support  the  Commission's  continued  work  on  refining  the  relative 
work  values  for  physicians'  services  in  the  Medicare  Fee  Schedule.  It  includes: 
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o  surveys  of  physicians  to:  1)  evaluate  alternative  options  for  the  structure  and 
wording  of  new  visit  codes,  2)  validate  new  visit  coding  descriptors,  and  3)  gather 
information  to  determine  if  time  and  content  are  consistently  used  in  the 
descriptors  for  the  new  codes. 

o  analytic  and  logistical  support  for  a  project  to  expand  the  number  of  physicians 
involved,  beyond  what  was  used  in  the  Hsiao  study,  in  identifying  services  used 
to  link  specialties  on  a  common  relative  value  scale. 

o  evaluation  of  research  methods  and  results  from  the  third  phase  of  the  Hsiao 
study  and  use  of  outside  analytic  consultants  familiar  with  the  research  and  a 
process  involving  specialty  societies  to  refine  the  Phase  III  results. 

o  analysis  of  relevant  data  bases  to  identify  services  for  which  a  Medicare  adjuster 
is  needed  and  to  estimate  the  appropriate  adjustment. 

The  Commission  will  also  need  assistance  from  contractors  in  its  work  on  the  practice  expense 
component  of  the  relative  value  scale.  In  particular,  the  Commission  would  use  an  outside  firm 
with  expertise  in  survey  research  to  gather  practice  expense  data  from  small  practices  to  test  the 
applicability  of  the  Commission's  method  to  these  practices  and  to  make  necessary  refinements. 

As  the  Commission  begins  to  explore  options  for  developing  broader  units  of  payment,  it  will 
draw  on  the  expertise  of  analysts  in  the  field  who  are  currently  developing  models  to  provide 
background  information  and  analyses  on  the  approaches  they  are  examining. 

The  Commission  expects  to  fund  contract  work  to  improve  its  understanding  of  factors  affecting 
the  volume  of  services.  This  work  will  be  designed  to  strengthen  the  analyses  underlying  the 
Commission's  recommendations  on  setting  Volume  Performance  Standards.  A  major  focus  in 
the  coming  year  will  be  on  the  impact  of  technology  on  volume  and  expenditure  growth.  The 
Commission  will  draw  on  outside  experts  to  assist  it  in  identifying  emerging  technologies, 
assessing  the  general  and  service-specific  effects  of  the  dynamic  process  of  new  technologies 
being  integrated  into  medical  practice  while  others  are  being  deemed  obsolete,  and  designing 
a  monitoring  system  that  can  be  used  for  tracking  technology  change  for  the  VPS  process. 

The  Commission's  Advisory  Panel  on  Access  will  meet  for  the  first  time  this  month.  Initially,  it 
will  review  information  gathered  for  it  by  the  staff.  Its  recommendations  to  the  staff  on  steps  to 
monitor  the  effects  of  payment  reform,  however,  are  expected  to  generate  the  need  for  data 
collection  and  analysis  by  outside  sources.  This  will  be  in  addition  to  the  ongoing  costs  of 
convening  the  panel. 
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For  both  its  work  on  volume  responses  to  fee  changes  and  the  impact  of  the  Medicare  Fee 
Schedule  on  private  payers,  the  Commission  will  use  contracts  to  gain  access  to  data  from  Blue 
Cross/Blue  Shield  and  other  private  plans.  It  will  also  support  research  designed  to  assess 
volume  changes  and  cost  shifting  to  private-pay  patients. 

Much  of  the  work  on  Medicaid  in  the  next  year  will  be  conducted  by  the  staff.  Its  contracted 
work  in  the  last  year  has  greatly  enhanced  the  information  available  on  fees  and  physician 
payment  policies  in  state  Medicaid  programs.  The  Commission  staff,  however,  plans  to  continue 
to  identify  states  where  recent  policy  changes  provide  natural  experiments  that  reveal  the 
potential  effects  of  payment  reform  options  under  consideration.  It  will  fund  contracts  for 
additional  case  studies  such  as  the  one  currently  underway  in  Maine.  The  Commission  will  also 
use  data  analysts  under  contract  to  conduct  specific  analytic  tasks  using  HCFA's  Medicaid 
Statistical  Information  System. 

The  Commission  plans  to  continue  using  policy  researchers,  analysts  and  others  with  expertise 
on  specific  issues  to  synthesize  background  information,  prepare  analyses,  and  develop  options 
papers.  The  issues  for  which  such  work  is  planned  at  this  time  include:  malpractice  reform, 
licensure  and  certification,  and  graduate  medical  education. 

The  Commission  will  also  use  funds  from  this  category  to  support  the  preparation  of  expert 
papers  on  issues  related  to  both  practice  guidelines  and  profiling.  These  papers  will  be  used 
to  stimulate  debate  in  conferences  on  both  issues  which  will  be  organized  and  and  supported 
with  Commission  funds. 
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PHYSICIAN  PAYMENT  REVIEW  COMMISSION 

Estimated  Obligations  for  Consulting  Services 
(in  thousands  of  dollars) 

1990  1991  1992 

$  15  $  -0-  $  -0- 

The  Commission  has  not  included  the  services  of  outside  experts  in  its  Fiscal  Year  1992  budget 
request. 
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PHYSICIAN  PAYMENT  REVIEW  COMMISSION 


Estimated  Obligations  for  Related  Services 


1991 


1992 


GSA 


$  38,000 


$  40,000 


Other 
Contracts 


$  160,000 


$  175,000 


This  category  includes  funds  for  the  Commission's  administrative  support  services  contract  with 
the  General  Services  Administration  (GSA).  These  services  include  personnel  and  payroll 
processing,  the  provision  of  the  standard  Federal  retirement,  live  insurance,  and  health  benefit 
packages  for  Commission  employees;  budget  and  accounting  support,  and  guidance  on 
contracting  and  procurement  matters.  Given  the  statutory  limit  on  the  size  of  the  Commission 
staff,  the  Commission  is  able  to  make  more  efficient  use  of  its  resources  by  utilizing  the  services 
provided  by  GSA's  External  Services  Branch  which  has  the  established  capability  to  provide  such 
services  to  small  Federal  and  Congressional  agencies. 

Other  funds  under  this  category  are  required  for  a  variety  of  outside  contracted  services.  These 
include  arrangements  for  large  conference  facilities  needed  for  the  Commission's  public 
meetings  and  related  support  services;  transcripts  of  each  session;  hearings  and  other 
presentations  to  the  members  of  the  Commission;  editorial  services  related  to  the  publication  of 
the  Commissions  annual  report  and  other  documents;  staff  training  in  the  area  of  computer 
operations  and  software  applications;  and  a  variety  of  other  services  that  could  not  be 
accomplished  by  the  Commission  staff. 
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95-1000-1-1-801 


PHYSICIAN  PAYMENT  REVIEW  COMMISSION 
SALARIES  AND  EXPENSES 
DETAIL  OF  PERMANENT  POSITIONS1 


1991 


1992 


Executive  Level 
GS/GM     -  15 
GS/GM     -  14 
GS/GM  12-13 
GS  9-11 
GS  6-8 


Total  number  of  fulltime 
permanent  positions 

Total  compensable  work  years 
fulltime  equivalent  employment 


3 
1 
6 
1 
8 
_5 

24 

24 


2 
2 
6 
4 
7 
_5_ 

26 

26 


1  This  schedule  is  for  comparison  purposes  only,  as  the  Commission  does  not  use  the  formal 
government  scale  (GS)  or  Executive  Level  scale  in  establishing  salaries  for  each  position. 
Salaries  for  each  position  are  negotiated  individually.  The  statute  requires  that  Commissioners 
be  paid  for  the  time  which  they  devote  to  Commission  business.  The  meeting  tim  of  the  thirteen 
(13)  Commissioners  is  equivalent  to  two  (2.0)  FTEs. 
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PHYSICIAN  PAYMENT  REVIEW  COMMISSION 
SALARIES  AND  EXPENSES 

Object  Classification  (jn  thousand?  of  dollars) 

95-1 000-1 -1-801 


1991  1992 


Personnel  Compensation: 

11.1     Fulltime  permanent    $1200  $1450 

11.3    Other  than  fulltime  permanent  ...  128  130 

11.9    Total  personnel  compensation  ...  1328  1580 

12.1    Personnel  benefits: 

Civilian   286  300 

21.0  Travel  and  Transport  of  Things  ...  125  130 

23.1  Standard  level  user  charges   140  145 

23.2  Communications,  utilities,  and 

other  rent   610  972 

24.0    Printing  and  reproduction   80  84 

25.0    Other  services   1146  1215 

26.0    Supplies  and  Materials   40  43 

31.0    Equipment    23   2£ 

99.9     TOTAL  OBLIGATIONS  $3778  $4495 
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Wednesday,  May  1,  1991. 
PROSPECTIVE  PAYMENT  ASSESSMENT  COMMISSION 

WITNESSES 

KATHRYN  MERSHON,  MEMBER 

DR.  DONALD  A.  YOUNG,  EXECUTIVE  DIRECTOR 

Mr.  Early.  Next  we  will  hear  from  the  Prospective  Payment  As- 
sessment Commission,  Kathryn  Mershon.  Will  you  identify  who 
you  have  with  you? 

INTRODUCTION  OF  WITNESSES 

Ms.  Mershon.  Good  afternoon,  Mr.  Chairman. 

I  am  Kathy  Mershon,  a  member  of  the  Prospective  Payment  As- 
sessment Commission,  and  Senior  Vice  President  of  Humana,  Inc., 
in  Louisville,  Kentucky.  I  am  accompanied  by  Dr.  Donald  A. 
Young,  the  Commission's  Executive  Director.  I  am  pleased  to 
present  ProPAC's  budget  and  appropriation  request  for  fiscal  year 
1992. 

My  full-length  testimony  has  been  presented,  and  I  am  simply 
going  to  summarize  for  you. 
Mr.  Early.  We  will  include  in  the  record  your  entire  statement. 

Opening  Statement 
Ms.  Mershon.  Thank  you. 

As  you  are  aware,  the  Commission  was  established  in  1983  as 
part  of  the  prospective  payment  legislation.  Initially,  our  focus  was 
on  updating  and  improving  medicare  payment  policies  to  hospitals 
for  inpatient  services,  and  to  that  end,  we  have  constructed  and 
issued  seven  annual  reports  with  such  recommendations. 

Our  responsibilities  have  grown  consistently  over  the  years. 
Since  that  time,  for  example,  in  1986,  this  committee  requested 
that  we  prepare  a  report  to  the  Congress  which  examined  broader 
issues  concerning  medicare  and  its  effects  on  the  American  health 
care  system.  This  report,  which  is  currently  required  by  law,  is  an- 
nually issued  each  June. 

In  1987,  we  were  given  responsibility  for  constructing  an  outpa- 
tient PPS  system.  This  year,  in  our  March  report,  we  outlined  the 
framework  for  outpatient  payment. 

And  our  final  report  on  outpatient  policy  is  due  to  the  Congress 
in  March  of  1992. 

In  OBRA  1990,  we  were  given  additional  responsibilities.  We  now 
have  responsibilities  for  inpatient  and  outpatient  services  delivered 
in  hospitals.  But  in  addition  to  that,  we  now  have  responsibility  for 
payment  policies  in  skilled  nursing  facilities,  home  health  services, 
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free-standing  ambulatory  services,  and  end  stage  renal  disease  fa- 
cilities. 

Additionally,  OBRA  1990  requires  us  to  submit  a  report  on  med- 
icaid payments  and  their  relationship  to  medicare  and  to  hospital 
financial  condition.  Also,  we  have  been  asked  to  consider  the  grow- 
ing problem  of  uncompensated  care. 

This  past  year,  the  Commission  has  expended  a  great  deal  of 
time  on  the  issue  of  capital  payment  policy  to  hospitals.  And  we 
spent  a  good  deal  of  time  assessing  the  recent  proposal  that  the 
Secretary  issued  relating  to  capital  payment  policy  for  hospitals. 
Our  final  report  will  be  made  to  the  Congress  on  that  subject  on 
May  the  15th. 

We  believe  that  our  expanded  mandates  are  important.  We  think 
it  will  enable  us  to  seek  a  more  consistent  and  comprehensive  ap- 
proach to  payment  for  medicare  covered  services,  and  to  under- 
stand their  relationship  to  the  other  parts  of  the  health  care 
system. 

At  this  point  in  time,  Mr.  Chairman,  I  would  like  to  address 
briefly  our  fiscal  year  1992  budget  and  appropriation  request. 

Although  our  responsibilities  have  expanded  consistently  over 
the  years  since  our  inception,  our  staff  levels  have  remained  the 
same,  and  we  have  every  intention  of  continuing  to  accomplish  our 
work  with  our  statutory  authorization  of  staffing  levels. 

The  Commissioners  and  the  staff  annually  take  stock  of  our  com- 
mitments, and  we  reorder  our  priorities  so  that  we  can  do  this.  I 
would  comment  that  to  date,  all  of  our  reports  have  been  submitted 
on  time. 

Our  appropriation  request  this  year  is  for  $4,210,000,  an  average 
increase  of  4.4  percent  over  the  last  two  years.  Although  our  re- 
quest for  fiscal  year  1991  was  $4,073,000,  due  to  budget  constraints 
we  were  appropriated  and  operated  at  the  same  level  as  fiscal  year 
1990. 

The  majority  of  the  $135,000  increase  that  we  have  requested 
this  year  will  be  used  in  two  areas:  The  first  will  be  in  filling  au- 
thorized— statutorily  authorized  positions  which  have  been  held 
open  this  year  as  attrition  has  occurred. 

And  the  second  area  will  be  for  an  increase  in  our  external  re- 
search and  data  development  requirements.  Both  of  those  those  in- 
creases, we  think  are  necessary  to  get  us  to  our  statutory  levels  in 
order  to  be  able  to  handle  the  increased  payment  issues  that  we 
are  going  to  be  examining. 

Mr.  Chairman,  this  completes  the  formal  summary  of  my  testi- 
mony, and  I  will  be  happy  to  attempt  to  answer  any  questions  you 
might  have  for  me. 

[The  statement  of  Ms.  Mershon  follows:] 
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Good  afternoon  Mr.  Chairman.  I  am  Kathy  Mershon,  a  member  of  the  Prospective  Payment 
Assessment  Commission  and  senior  vice  president  at  Humana,  Inc.  in  Louisville,  Kentucky.  I 
am  accompanied  by  Dr.  Donald  A.  Young,  the  Commission's  Executive  Director.  I  am 
pleased  to  present  ProPAC's  budget  and  appropriation  request  for  fiscal  year  1992. 

As  you  know,  the  Commission  was  created  in  1983  as  part  of  the  legislation  establishing  the 
Medicare  prospective  payment  system  (PPS).  In  our  early  years,  we  devoted  most  of  our 
time  and  resources  to  updating  and  improving  Medicare  payment  policies  for  inpatient 
hospital  services. 

Since  1986,  each  year  ProPAC  also  has  submitted  a  report  to  Congress  examining  broader 
topics  concerning  the  Medicare  program  and  other  aspects  of  the  rapidly  changing  American 
health  care  system.  This  report,  which  is  now  required  by  law,  was  originally  requested  by 
this  subcommittee. 

Expansion  of  Commission  Activities 

Our  responsibilities  were  expanded,  in  1987,  to  include  the  development  of  an  outpatient 
hospital  prospective  payment  system.  In  the  Omnibus  Budget  Reconciliation  Act  of  1990, 
Congress  directed  us  to  consider  current  and  future  Medicare  prospective  payment  policies 
for  all  facility  services.  Consequently,  our  mandate  now  includes  payment  for  the  facility 
component  of  all  inpatient  and  outpatient  hospital  services,  as  well  as  skilled  nursing  facility 
and  home  health  services.  We  also  now  have  responsibilities  related  to  free  standing  units 
such  as  ambulatory  surgical  centers  and  end  stage  renal  disease  facilities. 
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OBRA  1990  also  required  us  to  study  and  report  on  Medicaid  payments,  and  their 
relationship  to  Medicare  payments  and  the  financial  condition  of  hospitals.  The  Congress 
has  also  asked  us  to  examine  the  growing  problem  of  uncompensated  care.  As  you  know, 
Mr.  Chairman,  many  Americans  lack  health  insurance  or  other  means  to  cover  the  cost  of 
medical  care.  ProPAC  shares  the  concern  of  the  Congress  about  the  effects  of  this  problem 
on  access  to  care  for  millions  of  Americans  and  the  increasing  financial  burden  it  places  on 
hospitals  and  other  providers  that  care  for  the  uninsured  population. 

Recent  Commission  Activities 

On  March  1, 1991  ProPAC  submitted  its  seventh  annual  report  and  recommendations  for 
updating  and  improving  Medicare  payment  policies  for  hospitals  and  other  facilities.  In  that 
report  we  provide  our  recommendations  for  updating  payments  to  PPS  hospitals  for  fiscal 
year  1992.  We  also  recommend  an  annual  update  amount,  as  well  as  other  adjustments  to 
payments,  for  psychiatric  and  rehabilitation  hospitals  and  distinct  part  units  which  are  exempt 
form  PPS. 

The  report  also  contains  a  recommendation  for  improving  the  measurement  of  the  area  wage 
index  used  to  adjust  PPS  payments  as  well  as  our  recommendations  and  views  regarding 
payment  to  teaching  and  disproportionate  share  hospitals.  We  will  be  submitting  a  report 
early  this  summer,  requested  by  the  Senate  Appropriations  Committee,  with  findings  and 
recommendations  regarding  improvements  in  rural  hospital  payment  policies. 

Congress  asked  us  to  report  in  March  1992  on  hospital  outpatient  payment  policy.  In  our 
report  this  year,  we  outlined  our  framework  for  payment  reform.  Our  preliminary  analysis 
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indicates  that  outpatient  hospital  services  should  be  paid  on  a  prospective  basis.  Further, 
where  possible,  a  comprehensive  outpatient  facility  payment  system  should  include  all 
providers  of  outpatient  services  and  should  have  incentives  that  are  consistent  with  the 
physician  payment  reform  recently  passed  by  Congress. 

The  Commission  has  also  expended  considerable  effort  this  year  examining  Medicare  capital 
payment  policy.  The  Secretary  recently  published  a  proposal  for  a  prospective  payment 
system  for  inpatient  capital-related  costs.  The  Commission  is  assessing  this  proposal,  and, 
as  requested,  we  will  submit  our  capital  report  and  recommendations  to  Congress  by  May 
15,  1991. 

Finally,  Mr.  Chairman,  in  June  we  will  be  submitting  our  annual  report  on  Medicare  and  the 
American  Health  Care  System.  This  report  will  contain  the  Commission's  findings  regarding 
trends  in  health  care  costs,  the  financial  condition  of  hospitals,  and  the  use  of  health  care 
services. 

As  I  indicated  earlier,  Mr.  Chairman,  the  Congress  has  expanded  ProPAC's  responsibilities  to 
include  assessment  of  existing  and  development  of  new  prospective  payment  approaches  for 
all  facility  services  furnished  Medicare  patients.  This  expanded  mandate,  together  with  our 
responsibilities  related  to  Medicaid  payment  levels  and  uncompensated  care,  allows  us  to 
seek  a  more  consistent  and  comprehensive  approach  to  payment  for  Medicare  covered 
facility  services  and  to  understand  their  relationship  to  other  parts  of  the  American  health  care 
systems. 
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Fiscal  Year  1992  Appropriation  Request 

Let  me  turn  now,  Mr.  Chairman,  to  our  fiscal  year  1992  budget  and  appropriation  request. 
We  are  proposing  a  FY  1992  budget  of  $4,210,000.  As  you  recall,  we  requested  a  FY  1991 
appropriation  of  $4,073,000.  As  a  result  of  the  deficit  reduction  agreement  as  well  as 
additional  reductions  contained  in  the  Senate  Appropriations  bill,  our  FY  1991  appropriation 
was  only  $3,875,000,  about  the  same  as  our  FY  1990  amount. 

In  addition,  all  Federal  agencies  faced  great  uncertainties  regarding  their  budgets  as  FY  1991 
began  because  of  the  size  of  the  Federal  deficit  and  the  possibility  of  a  major  sequestration. 
Because  of  these  budgetary  uncertainties,  ProPAC  did  not  fill  open  staff  positions  as 
vacancies  occurred  in  late  FY  1990  and  early  FY  1991.  In  addition,  we  deferred  or  curtailed 
spending  in  other  categories  where  possible. 

Our  FY  1992  budget  request  will  allow  us  to  return  to  our  full  statutory  staffing  level  as  well  as 
to  our  prior  level  of  funding  for  research  projects.  A  full  funding  level  is  necessary  to  continue 
ongoing  work  related  to  PPS,  to  address  new  responsibilities  contained  in  OBRA  1990,  and 
to  respond  to  Congressional  requests  for  other  studies  and  reports. 

Our  funds  are  expended  in  two  major  categories:  Administration  and  Management  and  Data 
Development,  Analysis,  and  Research.  I  would  like  to  describe  briefly  the  resources  required 
to  support  activities  in  each  of  these  categories. 
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Administration  and  Management  ($2.960  million) 

The  major  item  in  the  administration  and  management  category  is  funding  for  salary  and 
benefits  for  an  Executive  Director  and  staff  of  not  more  than  25  full-time  equivalent  personnel 
and  payment  to  Commissioners  for  travel  and  time  spent  on  Commission  business.  The 
other  major  item  in  this  category  is  mainframe  computer  services  required  to  conduct  the 
complex  analyses  and  develop  the  information  and  recommendations  contained  in  ProPAC's 
reports  to  Congress.  ProPAC  acquires  its  computer  support  services  from  the  House 
Information  System  of  the  U.S.  House  of  Representatives. 

Other  items  in  this  category  include  expenses  required  by  the  public  meetings  of  the 
Commission,  costs  related  to  maintaining  communications  with  the  public  including 
maintenance  of  mailing  lists  and  publication  of  two  major  reports  and  other  Congressional 
and  technical  reports,  and  supplies,  equipment  and  other  administrative  expenses  associated 
with  facilitating  the  work  of  the  Commission. 

ProPAC  contracts  with  the  General  Services  Administration  (GSA)  to  provide  personnel, 
payroll,  and  accounting  services.  GSA  also  arranges  on  our  behalf  for  office  space, 
telecommunication  services,  and  travel  services  at  government  contract  rates. 

As  I  noted,  Mr.  Chairman,  Congress  has  expanded  ProPAC's  responsibilities  to  include  not 
only  the  Medicare  prospective  payment  system,  but  Medicare  payment  for  all  facility  services, 
Medicaid  payment  for  hospital  services,  the  impact  of  uncompensated  care,  and  broad 
issues  related  to  the  American  health  care  system. 
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We  are  not  requesting  additional  staff  or  budget  to  carry  out  these  additional  responsibilities. 
To  meet  Congressional  requirements,  we  do,  however,  need  full  funding  of  our  existing 
authority.  The  requested  increase  of  $122,000  in  our  FY  1992  budget  for  salaries  and 
benefits  is  only  to  maintain  our  current  statutory  level  of  26  personnel.  Likewise,  we  are  not 
requesting  additional  increases  in  other  administration  and  management  items. 

Data  Development.  Analysis,  and  Research  ($1 .250  million) 

The  data  development  and  research  category  represents  funds  which  are  spent  through 
grants  and  contracts  with  organizations  and  individuals  outside  ProPAC.  Because  we  wish  to 
base  our  decision-making  on  the  best,  most  recent  and  thorough  data  and  information 
possible,  a  strong  analytic  commitment  is  required.  Analysis  and  data  development  which 
cannot  be  completed  internally  by  the  Commission's  staff  is  thus  included  in  this  category  of 
funding. 

Our  extramural  data  development  and  research  budget  and  agenda  is  attached  to  our  budget 
justification.  In  the  attachment,  we  describe  the  projects  that  have  been  completed,  those 
that  are  ongoing,  and  those  that  are  under-  consideration. 

You  will  note,  Mr.  Chairman,  that  our  extramural  research  budget  remained  constant  at 
$1  million  for  several  years.  For  1988,  we  requested  an  additional  $250,000,  but  this  was 
subsequently  scaled  back  due  to  the  deficit  reduction  agreement  that  year.  Between  1989 
and  1991,  we  maintained  this  lower  funding  lever.  Our  budget  request  this  year  would  return 
our  extramural  research  funds  to  the  $1 .25  million  level. 
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Research  projects  which  are  planned  are  currently  underway  include  an  indepth  assessment 
of  why  some  hospitals  are  doing  well  financially  under  PPS  and  others  are  not.  The  findings 
from  this  research  should  help  us  identify  areas  for  improvements  in  PPS  policy.  Other 
projects  include  an  assessment  of  Medicaid  payment  levels  and  their  impact  on  hospital 
financial  condition,  beneficiary  access  to  care  in  counties  where  hospitals  have  closed, 
methods  for  a  volume  adjustment  for  rural  hospitals  with  declines  in  admissions,  and  better 
methods  to  identify  sole  community  hospitals. 

In  addition,  as  the  responsibilities  of  the  Commission  are  broadened  by  Congress,  we  need 
to  acquire  expertise  in  an  increasing  number  of  areas.  Our  extramural  research  activities  are 
important  in  accomplishing  two  purposes:  providing  us  with  the  information  necessary  in  the 
short  run  to  conduct  the  analyses  for  which  we  are  responsible,  and  developing  staff 
capability  appropriate  to  fulfilling  our  long-term  mission. 

Mr.  Chairman,  this  completes  my  formal  statement.  I  would  be  pleased  to  answer  any 
questions  which  you  or  members  of  the  subcommittee  may  have. 
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Kathryn  M.  Mershon 

Kathryn  M.  Mershon  is  senior  vice  president  at  Humana,  Inc.,  a  position  she  has  held  since 
1980.  She  previously  served  as  Humana's  vice  president,  Nursing.  She  holds  an  adjunct 
assistant  professorship  of  nursing  at  Spalding  University.  From  1971  to  1980,  Ms.  Mershon 
was  associate  executive  director-nursing  at  St.  Joseph  Infirmary  (now  Humana  Hospital 
Audubon)  in  Louisville,  Kentucky.  Before  that,  she  was  a  clinical  nursing  specialist  at  St. 
Joseph  Infirmary,  clinical  instructor  at  St.  Francis  Xavier  Hospital  School  of  Nursing,  and  a 
staff  nurse.  She  has  a  distinguished  list  of  professional  and  community  activities,  including 
board  of  governors  of  the  Federation  of  American  Health  Systems,  board  member  of  the 
National  League  for  Nursing,  and  editorial  review  board  of  Nursing  &  Health  Care.  She  is  a 
former  trustee  of  Spalding  University  and  member  of  the  advisory  board  of  the  University  of 
Louisville's  School  of  Nursing.  Ms.  Mershon  also  served  on  the  Louisville  Board  of  Health 
and  on  the  board  of  governors  of  Louisville  General  Hospital.  She  has  made  numerous 
public  presentations  on  a  variety  of  nursing-related  issues.  Ms.  Mershon  received  a  B.S.  in 
nursing  from  Spalding  University  and  a  M.S.  in  nursing  from  St.  Louis  University. 
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CONTROLLING  COSTS 

Mr.  Early.  Ms.  Mershon,  a  study  recently  published  in  a  major 
medical  journal  said  we  can  expect  sharp  increases  in  hospital 
costs  in  the  future  because  the  easy  methods  of  curbing  expenses  \ 
have  been  exhausted. 

Do  you  agree  with  their  conclusion? 

Ms.  Mershon.  Well,  to  a  certain  extent,  I  think  ProPAC's  data 
suggests  that  some  of  the  increases  in  costs  that  hospitals  have 
been  experiencing  are  outside  of  their  control.  For  example,  a  cer- 
tain percentage  is  due  to  the  growing  population  in  general,  the 
aging  of  that  population;  to  general  inflation;  to  inflation  in  the 
health  care  sector.  A  smaller  portion  of  the  increase  is  actually 
controllable  by  the  hospitals  themselves. 

The  other  variable  is  that  hospitals  deliver  services  in  concert 
with  physicians,  and  a  very  high  percentage  of  the  resources  con- 
sumed by  hospital  are  influenced  by  physician  practice  patterns; 
the  physicians,  in  terms  of  what  they  require  to  be  done  to  their 
patients,  the  diagnostic  and  therapeutic  strategies  that  are  utilized. 

I  would  say  that  a  lot  of  the  fat  has  been  taken  out  of  the 
system.  There  has  been  pressure  on  hospitals  to  reduce  costs.  It  is 
my  belief  if  hospitals  knew  exactly  what  to  do,  they  would  have 
done  it,  because  some  incentives  are  there  to  change  behavior. 

I  personally  believe  that  in  this  country,  we  need  to  spend  more 
time  and  money  understanding  how  hospitals  really  should  work, 
really  understanding  what  makes  for  more  efficient  operations.  It  ! 
is  very  difficult,  particularly  in  this  day  and  age,  for  hospitals  to 
have  a  lot  of  extra  cash  to  spend  in  that  kind  of  research. 

We  have  seen  hospital  financial  condition  deteriorate  significant- 
ly under  the  PPS  system,  so  I  don't  know  that  I  see  the  hospital 
industry  or  hospitals  themselves  as  a  source  of  that  kind  of  ere-  j 
ative  research. 

I  hope  that  got  it — some  of  what  you  were  looking  for. 

Mr.  Early.  I  think  you  answered  in  the  affirmative,  and  I  agree 
with  you  that  a  lot  of  the  fat  has  been  taken  out. 

In  your  statement,  you  indicated  you  will  be  issuing  a  report  in 
two  weeks  on  the  Secretary's  proposal  for  reimbursing  hospital  cap- 
ital costs.  Can  you  tell  us  what  your  views  are  on  this  payment  pro- 
posal? 

CAPITAL  PAYMENT 

Ms.  Mershon.  Yes,  sir.  We  spent  the  bulk  of  our  meeting  last 
week  dealing  with  that  issue.  First  of  all,  we  accepted  the  Secre- 
tary's plan,  but  we  felt  several  modifications  needed  to  be  made. 

I  would  say  the  major  modifications  we  feel  need  to  be  made  are 
that  HCFA  should  rethink  the  way  the  base  rate  is  calculated. 

Second,  we  think  the  definition  of  old  capital  needs  to  be  expand- 
ed. 

Third,  there  is  an  exceptions  policy  in  the  Secretary's  proposal 
that  is  in  existence  during  the  10-year  transition  period  to  a  fully 
prospective  system.  We  believe  there  should  be  an  exceptions  policy 
after  that  transition  period  as  well. 

And  we  are  also  concerned  about  the  methods  that  will  be  used 
to  adjust  the  payment  levels  for  capital.  I  will  tell  you  that  the  ma- 
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jority  of  the  Commissioners  have  a  basic  concern  in  principle  with 
a  prospective  per-case  payment  for  capital. 

But,  having  said  that,  I  think  we  felt  that  the  Secretary  had  done 
an  excellent  job  of  coming  up  with  a  plan  to  fold  it  in,  and  conse- 
quently feel  that  with  the  modifications  we  recommend,  it  might 
work. 

Our  concerns,  quite  honestly,  are  based  on  the  fact  that  capital 
obligations  are  very  lengthy,  and  so  commitments  have  been  made, 
and  we  are  concerned  about  people  being  able  to  adjust  to  the  new 
system. 

Also,  some  of  our  work  has  demonstrated  that  there  is  extraordi- 
nary variability  in  capital  spending  across  hospitals  geographically 
and  by  size  of  hospitals.  And  this  movement  toward  a  per-case  pay- 
ment system  really  moves  toward  an  averaging  system. 

We  have  some  concerns  about  hospitals  being  able  to  meet  their 
old  obligations  and  also  to  meet  their  future  needs  as  well.  Conse- 
quently, we  will  be  monitoring  that  very  carefully. 

Mr.  Early.  I  might  say  many  analysts  believe  the  new  capital 
rules  will  make  rural  hospitals  the  big  winners  and  large  urban 
teaching  facilities  the  big  losers.  Are  they  right? 

Dr.  Young.  No,  sir.  What  this  does — if  you  look  at  any  group  of 
hospitals,  urban  or  rural,  under  50  beds,  over  100  beds,  there  is  ex- 
traordinary variation  across  all  groups.  On  average,  rurals  will  do 
better  than  urbans,  but  even  in  the  urban  category,  some  will  do 
very  well  and  some  will  do  less  well. 

The  Commission  was  concerned  about  teaching  hospitals  specifi- 
cally, and  one  of  our  recommendations  included  a  teaching  adjust- 
ment in  a  similar  fashion  to  operating  costs.  That  will  go  further  to 
help  teaching  hospitals,  but  it  will  have  some  negative  effect  on 
other  hospitals  as  well. 

Mr.  Early.  I  think  the  teaching  hospitals  are  really  getting  the 
worst  of  this.  I  don't  mind  helping  the  rural  hospitals,  but  at  the 
same  time,  the  teaching  hospitals  are  going  to  be  devastated. 

I  think  it  is  going  to  trickle  down  to  the  future  generation,  as  far 
as  they  are  not  doing  what  they  have  to  do. 

TEACHING  HOSPITALS 

Dr.  Young.  Some  of  the  teaching  hospitals  will  do  much  more 
poorly  than  others.  There  is  a  wide  variation.  If  the  Secretary 
adopts  our  recommendation,  that  will  go  a  long  way  in  helping  all 
teaching  hospitals. 

Mr.  Early.  I  will  yield. 

Mr.  Pursell.  I  would  like  to  follow  up  on  that.  I  have  never  seen 
a  good  analysis  of  a  projection  of  costs  coming  down  the  road  for 
teaching  hospitals.  I  hear  a  lot  of  discussion.  We  have  had  some 
controversy  that  we  are  short-changed,  and  I  guess  I  believe  that, 
but  I  guess  I  haven't  intellectually  done  the  analysis  or  homework. 

Is  that  available  to  us  in  the  committee,  to  get  a  handle  on  the 
pros  and  cons — as  you  said,  there  are  some  good  teaching  hospitals 
and  some  will  not  do  so  well. 

Dr.  Young.  Were  you  asking  the  question  in  terms  of  capital  spe- 
cifically? 

Mr.  Pursell.  That  is  part  of  it.  I  know  that  report  is  coming  out. 
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Dr.  Young.  We  will  have,  and  I  would  be  happy  to  send  you  be- 
forehand, some  information  in  our  June  report  that  this  committee 
originally  requested.  We  describe  the  financial  condition  of  hospi- 
tals, including  teaching  hospitals. 

Mr.  Pursell.  How  many  teaching  hospitals  do  we  have  in  the 
country,  roughly? 

Dr.  Young.  There  are  several  hundred.  They  fall  in  two  catego- 
ries. There  is  a  smaller  number  of  major  teaching  hospitals,  and 
that  is  calculated  based  on  the  number  of  interns  and  residents 
they  have. 

What  we  have  found  is  a  different  pattern  for  teaching  hospitals 
than  any  other  group.  We  look  at  both  hospital  total  margin  and 
how  they  are  doing  under  medicare.  For  most  hospital  groups,  how 
they  are  doing  for  medicare  and  how  they  are  doing  overall  tracks 
quite  well. 

For  teaching  and  disproportionate  share  hospitals,  the  pattern 
is  very  different.  They  are  doing  very  well  under  medicare,  but 
they  are  doing  poorly  on  their  total  business.  So,  the  medicare  pro- 
gram payments  to  teaching  and  disproportionate  share  hospitals 
continues  to  greatly  exceed  medicare's  costs  for  those  hospitals. 

That  pattern  is  very  different  than  the  pattern  we  see  for  all 
other  hospital  groups.  Rurals  is  the  opposite  pattern.  For  rural  hos- 
pitals, their  medicare  margins  are  significantly  lower  than  other 
hospitals,  but  their  total  margins  are  equal  to  or  slightly  better 
than  all  other  hospitals. 

Mr.  Pursell.  At  the  University  of  Michigan,  I  think  our  occu- 
pancy rate  is  about  96  percent,  so  generally,  we  are  doing  pretty 
well,  even  in  a  recessionary  period  of  holding  our  own. 

Dr.  Young.  In  general,  the  hospitals  doing  most  poorly  are  rural 
and  within  rural,  there  are  still  some  doing  very  well.  In  the  rural 
area,  those  doing  the  worst  are  those  with  occupancies  of  20  per- 
cent, 25  percent. 

HOSPITAL  FINANCIAL  CONDITION 

Mr.  Pursell.  Can  you  red-flag  those?  Can  hospital  administra- 
tors, notwithstanding  the  economic  conditions  of  the  country  today, 
can  you  look  at  a  rural  hospital  and  know  that  six  months  or  a 
year  from  now,  they  are  going  to  be  out  of  business  or  they  have  to 
meet  and  decide  that  they  have  to  merge  or  not? 

Are  there  enough  factors  there  that  are  evidence  to  say,  in  all 
honesty,  that  you  are  going  to  have  to  merge  or  get  a  buyout? 

Ms.  Mershon.  Yes,  sir.  We  are  in  the  process  of  doing  some  work 
right  now  where  we  are  looking  at  hospitals  that  are  winners  and 
hospitals  that  are  losers  under  PPS.  And  in  that  study,  we  will  be 
able,  we  think,  to  identify  variables  that  influence  their  relative 
well-being  under  the  prospective  payment  system. 

And,  consequently,  I  would  say  yes,  it  probably  would  be  possible 
to  forecast. 

Mr.  Pursell.  I  am  glad  you  are  doing  that.  Because  I  have  some 
similar  to  that,  and  it  is  difficult  to  determine  down  the  road 
where  they  are  going  to  come  out.  If  there  is  any  way  to  factor  in 
some — I  don't  want  to  say  red  flag — but  you  can  red-flag  situations 
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early  enough  to  get  appropriations,  whatever  they  may  be,  to  con- 
tinue service  or  at  least  get  a  resolution  of  the  hospital  itself. 

Ms.  Mershon.  Sure.  So  you  can  do  some  planning. 

Mr.  Pursell.  Tell  me  about  the  hospital  generally — discussion  of 
profit  of  hospitals,  just  in  the  broad  sense.  Some  years  ago,  it  was 
11  percent,  14  percent.  Where  are  we  today  in  the  cost  containment 
and  Congressional  policy?  We  are  driving,  because  of  deficits,  be- 
cause of  cost  containment  policy. 

Dr.  Young.  In  the  last  two  weeks,  we  have  completed  the  latest 
information  on  that.  Again,  there  are  two  ways  to  look  at  that.  If 
you  look  at  margins,  profits,  if  you  look  at  the  medicare  business 
only  and  you  look  at  the  hospital's  costs  and  the  hospital's  pay- 
ments for  the  sixth  year  of  the  medicare  prospective  payment 
system — which  is  about  1989,  the  payment's  years  are  not  the  same 
for  every  hospital,  but  late  1988  through  early  1990,  which  we  call 
1989 — for  the  first  time  the  average  profit  margin  for  a  hospital 
was  negative. 

So,  the  average  hospital  in  this  country  now,  under  its  medicare 
business  in  1989,  1990,  had  a  negative  margin.  There  is  a  fair 
amount  of  variation  around  that  margin. 

On  the  other  hand,  if  you  look  at  their  overall  profitability,  if 
you  would,  the  total  margin,  the  total  margin  has  actually  crept  up 
slightly,  and  is  now  about  4  percent. 

Interestingly,  it  is  almost  identical  for  rural  as  it  is  urban  hospi- 
tals. This  is  on  average.  The  rurals  are  doing  slightly  better  on 
their  total  profit.  They  have  been  able  to  maintain  their  total 
profit  margin  at  about  4  percent. 

It  was  up  about  8  percent  when  PPS  began.  Medicare  has  really 
tightened  the  hold  in  terms  of  its  payments  and  increased  the  fi- 
nancial pressure,  but  the  overall  financial  condition  of  the  hospital 
industry  is  still  positive,  but  significantly  less  so  than  it  was  six 
years  ago. 

Mr.  Pursell.  I  know  you  have  driven  your  policy  and  your  work 
by  cost  containment  principles.  I  think  we  all,  to  some  extent,  do 
that,  who  are  budget-oriented  and  worried  about  the  future  of  our 
country. 

Are  there  other  major  factors  that  swing  into  your  decision- 
making process  along  with  cost  containment?  I  mean,  quality  and 
all  of  that? 

Dr.  Young.  Quality,  equity,  fairness,  access — probably  access  is 
the  number  one — equity  and  fairness.  The  medicare  program  has  a 
responsibility  to  be  fair  to  the  extent  it  can,  both  to  hospitals  and 
to  the  beneficiaries  that  live  in  areas. 

Ms.  Mershon.  I  think  that  is  a  fair  assessment.  And  a  good  deal 
of  the  work  in  refining  the  payment  system  over  the  last  several 
years  really  has  been  aimed  at  refining  the  system  so  there  is 
equity  and  there  aren't  any  big  winners  or  losers  as  a  result  of 
policy  glitches,  if  you  will. 

THE  UNINSURED  POPULATION 

Mr.  Pursell.  My  last  question  is,  do  you  foresee  some  realistic 
resolution  of  the  direction  the  Secretary,  HCFA,  Congressional 
Policy,  in  respect  to  31,000,000  people  are  underserved,  do  you  see 
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us  with  a  deficit — notwithstanding  the  constraints  and  repeal  of 
catastrophic  health — I  am  asking  you  a  question  we  can't  answer 
ourselves,  but  from  your  perspective,  looking  at  the  costs  of  the 
medicare,  you  are  really  on  the  front  line  of  saying  there  is  some 
solution  out  there,  either  short-term  or  long-term. 
Could  you  comment  on  that? 

Dr.  Young.  First,  I  will  give  you  my  personal  answer.  Somehow, 
some  way — and  I  hope  in  the  near  future,  we  have  to.  On  the  other 
hand  

Mr.  Pursell.  What  will  that  look  like  from  your  point  of  view? 
What  do  you  see  as  the  pieces  that  fit  into  that  formula? 

Dr.  Young.  I  think  the  size  of  the  problem  is  so  immense,  the 
size  of  the  Federal  deficit  is  so  immense,  close  to  $300,000,000,000, 
that  we  simply  cannot  move  immediately  to  do  it,  nor  will  most  of 
the  people  in  our  society  today  agree  to  what  the  solution  should 
be. 

There  are  numerous  plans  in  the  House  and  the  Senate.  Ten  or 
12  major  organizations  have  their  plans.  They  all  differ  radically. 
My  forecast  or  projection  is  we  will  move  to  it  very  slowly  in 
pieces.  The  Congress  has  already  done  some  to  expand  medicaid  eli- 
gibility, particularly  for  women  and  children,  dealing  with  preg- 
nancy. 

I  think  we  will  add  a  little  bit  here  where  we  can.  I  think  we  will 
look  to  our  tax  system  to  generate  some  additional  tax  revenues,  if 
you  would.  Caps  on  the  current  worker's  tax-free  benefits,  some  of 
which  are  very  high.  That  will  free  some  money  so  we  can  expand 
medicare  or  medicaid. 

At  the  same  time,  we  will  move  to  think  about  how  we  can 
reform  our  current  private  insurance  market.  I  think  there  are  a 
lot  of  areas  out  there,  including  the  health  insurance  industry,  that 
I  believe  can  be  reformed. 

I  think  we  will  continue  to  look  at  our  business  community,  be- 
cause this  country  has  held  closely  to  the  work  site  for  insurance, 
to  try  to  expand  the  availability  of  insurance  in  the  workplace. 
Many  of  the  31,000,000  uninsured,  in  fact,  the  majority,  are  work- 
ers or  members  of  families  of  workers. 

Mr.  Pursell.  How  about  the  Oregon  principle? 

Dr.  Young.  Again,  this  is  my  own  personal  view  of  the  Oregon 
approach.  I  think  it  is  fraught  with  difficulties.  On  the  other  hand,  it 
is — if  it  is  continued  as  a  demonstration,  and  there  is  some  kind  of  a 
safety  net  to  it,  it  might  be  worth  putting  our  toe  in  the  water  to  see. 

I  am  very  skeptical  that  that  kind  of  system  can  work  or  the 
people  in  this  country  want  that  kind  of  a  system.  If  you  had  a 
safety  net  that  would  protect  the  people,  you  might  want  to  move 
forward.  That  is  a  very  innovative,  but  a  very  fearful  approach. 

Mr.  Pursell.  Thank  you,  Mr.  Chairman. 

Thank  you  very  much  for  your  testimony. 

UNCOMPENSATED  CARE 

Mr.  Early.  Ms.  Mershon,  in  your  opening  statement,  you  sug- 
gested how  OBRA  expanded  your  role.  The  thing  that  struck  me  is, 
uncompensated  services  with  hospitals.  Two  and  two  don't  equal 
four  when  you  are  dealing  with  city  hospitals  and  the  Federal  Gov- 
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ernment.  The  Federal  Government  just  participated  in  almost  driv- 
ing my  city  hospital  out  of  business. 

It  was  a  legitimate  mistake,  and  their  big  problem  was  they 
treated  all  the  people  that  had  no  insurance.  I  don't  know  how  you 
are  going  to  address  that.  Your  Commission  could  just  address  that, 
and  be  full-time  on  that,  couldn't  they? 

Ms.  Mershon.  Interestingly,  there  are  two  things  I  think  we 
learned  about  uncompensated  care  this  year  that  are  interesting. 
The  first  is  the  cost  of  uncompensated  care  being  delivered  by  hos- 
pitals is  growing  faster  than  inflation. 

The  second  is  that  we  are  seeing  the  patterns  changing  in  terms 
that  you  comment  on,  the  city  hospitals.  We  are  beginning  to  see 
more  and  more  hospitals  across  the  whole  spectrum  delivering  un- 
compensated care,  so  no  longer  is  it  a  problem  only  of  inner  city 
facilities. 

Mr.  Early.  I  think  you  are  absolutely  right,  but  I  think  the 
degree  of  it  is — as  far  as  when  you  talk  about  access  and  fairness,  I 
just  don't  know  what  is  going  to  substitute  for  city  hospitals,  be- 
cause the  other  hospitals  always  take  the  minorities  and  the  poor, 
but  they  take  them  more  for  statistics,  to  satisfy  commissions  like 
yourself,  than  they  do  for  the  general  good. 

Let  me  ask  you  specifically,  what  role  do  you  think  your  Com- 
mission has  played  in  closing  over  500  hospitals  last  year?  Whether 
they  should  have  been  closed,  and  they  probably  should  have  been, 
I  think  your  Commission  did  more  to  close  them  than  anything 
else. 

HOSPITAL  CLOSURES 

Ms.  Mershon.  I  don't  know.  Many  of  the  hospitals  closed — prob- 
ably the  most  important  variable  as  we  have  seen  hospitals  close  is 
that  they  are  hospitals  that  have  declining  volumes.  I  think  the 
question  there  is  why?  What  has  caused  those  hospitals'  volumes  to 
decline? 

The  second  thing,  of  course,  is  that  we  have  seen,  as  payment 
levels  have  tightened  and  have  declined,  payments  to — or  the 
update  factors  have  declined,  we  have  seen  hospitals'  financial  con- 
dition deteriorate. 

I  guess  I  would  say  that  while  our  Commission  has  attempted  to 
be  certain  that  payment  policies  have  been  fair,  we  have  tried  to 
look  at  equity  in  our  recommendations,  we  don't  set  that  final  pay- 
ment, and  it  is  set  by  the  Congress  and  HCFA. 

So,  I  think  we  all  jointly  have  some  sense  of  responsibility  in 
what  actually  has  happened. 

Dr.  Young.  We  have  looked  very  closely  at  hospitals  that  have 
closed  each  year,  and  we  did  that  again  this  year.  We  feel  reason- 
ably comfortable  those  closures  have  not  yet  generally  had  adverse 
impact  on  access. 

We  have  looked  

Mr.  Pursell.  I  think  a  lot  of  them  happened  because  a  lot  of  bu- 
reaucracy which  we  laid  on  them— we  certainly  didn't  help  them  in 
making  so  many  reports  that  never  got  read  or  analyzed  or  ever 
did  anything,  but  get  put  together. 
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Dr.  Young.  Well,  you  are  addressing  the  issue  of  administrative 
costs  and  overhead  and  requirements,  and  those  things  are  there. 
It  so  happens  we  have  also  looked  at  that.  In  fact,  the  total  admin- 
istrative costs  of  hospitals  from  1985  to  1988-1989,  increased  from  5 
percent  5.5  percent. 

If  you  look  at  administrative  costs  and  support  together,  that  has 
decreased. 

Mr.  Early.  You  just  said  that  you  looked  at  all  the  administra- 
tive costs.  What  was  that  particular  item  that  physicians  had  to 
sign? 

Ms.  Mershon.  The  attestation? 

Mr.  Early.  The  only  one  who  wanted  to  keep  it  going  was  the 
IGs.  Did  you  people  make  a  recommendation  on  that? 
Ms.  Mershon.  No. 

Mr.  Early.  Did  you  find  in  your  study  of  them  that  they  got  as- 
sessed or  read  anyplace? 

Dr.  Young.  We  didn't  think  it  would  have  any  significant 
impact,  the  attestation  itself.  You  need  a  mechanism  to  prevent 
people  from  lying  and  being  fraudulent,  but  merely  having  a  stamp 
or  somebody  stamp  his  signature  is  not  very  effective. 

Mr.  Early.  No  impact  at  all.  I  agree  with  that,  but  certainly  a 
great  expense. 

Dr.  Young.  Yes. 

Mr.  Early.  I  think  in  your  expanded  role,  I  think  it  would  be  a 
big  problem  for  you,  Ms.  Mershon,  but  you  are  going  to  have  inpa- 
tient— overall,  I  think  it  is  going  to  complicate  your  job. 

I  think  it  is  going  to  produce  more  direction  for  the  Congress. 

Ms.  Mershon.  We  agree  with  that. 

Mr.  Early.  Okay. 

pps  changes 

Now,  the  medicare  prospective  payment  system  has  been  in  place 
for  eight  years  now.  Will  we  have  to  recommend  annual  changes 
indefinitely? 

Ms.  Mershon.  Yes,  sir.  We  do  believe — as  I  mentioned  to  you 
earlier,  we  think  that  we  have  demonstrated  that  hospital  financial 
condition  has  deteriorated  as  medicare  inpatient  costs  have  been 
constrained. 

And  consequently,  we  think  that  examining  hospital  financial 
condition  and  operating  costs,  and  capital  costs,  continue  to  be 
really  important,  so  that  we  can  keep  tabs  on  the  increases  that 
are  given  to  hospitals  annually  through  the  update  factor.  We  also 
want  to  be  certain  to  continue  monitoring  the  appropriate  payment 
for  the  teaching  variable,  the  disproportionate  share,  and  also  to 
keep  tabs  on  rural  hospitals  to  be  certain  that  gap  continues  to 
close. 

I  think  we  definitely  need  to  continue  refining  the  system. 
Mr.  Early.  You  think  it  works? 
Ms.  Mershon.  Yes,  sir. 
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COMMISSION  CONTRACTING 

Mr.  Early.  Does  limited  staffing  require  you  to  contract  out 
studies  which  could  be  done  less  expensively  in-house  with  addi- 
tional positions? 

Ms.  Mershon.  I  think  I  will  let  Don  answer  that,  but  as  a  Com- 
missioner, I  would  say  to  you,  I  think  there  is  real  value  in  having 
that  external  perspective  as  well,  even  if  we  could  do  it  in-house. 

It  allows  us  to  access  other  data  bases  and  other  minds,  and  uti- 
lize people  doing  work  in  those  particular  fields.  As  a  Commission- 
er, I  like  having  that  different  perspective.  We  try  as  much  as  we 
can,  as  we  contract  out  those  studies,  to  only  contract  out  the  por- 
tions that  are  going  to  give  us  the  greatest  return,  and  if  there  are 
some  pieces  

Mr.  Early.  How  do  you  decide  whether  it  is  contracted  out  or 
performed  in-house? 

Dr.  Young.  Almost  everything  that  we  do  that  is  data  analysis 
from  the  medicare  data  on  the  main  frame  computer,  we  do  inter- 
nally. We  will  contract  out  things  that  require  special  skills  we 
don't  have  in-house. 

We  have  done  a  number  of  studies  that  relate  to  labor  economics. 
We  will  contract  out  things  that  require  individual  surveys,  inter- 
views, on-site  visits,  because  our  staff  isn't  trained  in  that  kind  of 
research  methodology. 

Most  of  it  are  pieces  the  staff  simply  aren't  trained  to  do. 

Mr.  Early.  You  are  comfortable  with  the  in-house  contract? 

Dr.  Young.  From  my  point  of  view  as  Executive  Director,  and  I 
am  sure  from  Kathy's  as  Commissioner,  we  think  it  is  a  nice  mix. 

RURAL  HOSPITALS 

Mr.  Early.  How  much  of  the  financial  difficulties  faced  by  rural 
hospitals  are  due  to  medicare  reimbursement  versus  other  prob- 
lems? 

Ms.  Mershon.  I  would  say  probably  rural  hospitals  have  a  higher 
percentage  of  medicare  patients  than  urban  hospitals,  so  you  have 
to  assume  the  medicare  payment  system  has  a  significant  effect  on 
rural  hospitals,  just  for  that  reason. 

Don,  could  you  guess  what  you  think  the  percentages  are? 

Dr.  Young.  Even  the  problem  that  relates  to  medicare  payment 
relates  not  only  to  medicare,  but  to  the  dramatic  demographic 
changes  in  rural  areas.  Increasingly,  rural  beneficiaries  are  receiv- 
ing services  in  urban  areas.  Admission  rates  for  rural  residents  are 
higher  than  admission  rates  for  urban  residents,  while  admissions 
have  declined  dramatically  in  rural  areas,  indicating  the  people  are 
going  to  the  city. 

It  is  the  medicare  program  and  its  payment,  but  the  medicare 
program  and  its  payment  in  the  context  of  everything  that  is  hap- 
pening in  rural  areas.  That  includes  physician  manpower,  hospitals 
decreasing  occupancy,  unavailability  of  other  kinds  of  specialized 
services. 

Mr.  Early.  But  you  are  not  doing  that,  Doctor — they  are  not 
going  from  rural  to  urban  because  of  the  medicare  payment,  they 
are  doing  that  for  the  physician. 
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Dr.  Young.  They  are  doing  that  because  of  the  physician.  The  ar- 
gument of  some  rural  hospitals,  however,  is  if  we  had  more  money, 
then  we  would  have  more  services,  and  the  people  wouldn't  have  to 
drive  to  the  city.  So,  that  is  one  side  of  an  argument. 

But  overall,  it  relates  to  changing  demographics  more  than  medi- 
care's level  of  payment. 

Mr.  Early.  Final  question:  What  is  your  view  of  the  usefulness  of 
the  rural  primary  care  hospital  demonstrations? 

Ms.  Mershon.  I  would  say  the  Commission  received  that  very 
well. 

Mr.  Early.  Would  you  recommend  the  committee  continue  to 
fund  these  projects  in  1992? 

Ms.  Mershon.  I  think  you  don't  know  enough  yet  to  not  fund 
them. 

Mr.  Early.  You  would  say  definitely? 
Ms.  Mershon.  Yes. 

Dr.  Young.  We  have  a  report  due  that  the  Senate  Appropria- 
tions Committee  asked  us  for  on  rural  health.  We  will  be  submit- 
ting that  in  July.  I  believe  in  that  report,  the  Commission  will  sug- 
gest this  program  indeed  should  go  forward,  and  in  fact,  should  be 
considered  for  some  degree  of  change  and  expansion. 

COMMISSION  1990  SPENDING 

Mr.  Early.  Let  me  just  catch  one  more  thing.  In  1990,  you  lapsed 
$402,000  or  about  10  percent  of  your  funding.  In  what  area  of  your 
budget  did  these  savings  occur? 

Dr.  Young.  Yes,  sir,  the  reason  we  lapsed  that  was  that  our 
budget  request  for  1991  in  the  Appropriations  Committee  on  the 
Senate  side  was  reduced  substantially.  We  were  therefore  uncer- 
tain what  our  1991  appropriation  would  be,  number  one. 

Number  two,  that  was  a  time  when  there  was  a  great  deal  of 
talk  in  the  late  summer  about  the  possibility  of  a  sequester.  The 
decision  we  made,  then  was  not  to  fill  vacancies  that  occurred  in 
the  latter  part  of  that  year  and  not  make  other  commitments. 

Therefore,  we  let  that  money  lapse  and  have  gone  back  to  rehir- 
ing our  staff.  We  essentially  took  about  40  percent  out  of  staff  sala- 
ries, 40  percent  out  of  research  and  20  percent  out  of  other  over- 
head. 

Mr.  Early.  You  have  the  general  makeup  of  the  Physician  Pay- 
ment Review  Commission.  You  have  17  members.  How  often  do 
you  meet? 

Ms.  Mershon.  Seven  times  a  year. 

Mr.  Early.  Do  you  think  that  is  adequate? 

Ms.  Mershon.  I  think  we  believe  it  is  adequate.  We  spend  time 
in  between  meetings  doing  conference  calling  and  ad  hoc  groups. 
Mr.  Early.  What  attendance  do  you  have? 
Ms.  Mershon.  I  would  say  at  least  90  percent  attendance. 
Mr.  Early.  Do  you  have  any  vacancies? 
Ms.  Mershon.  No,  sir. 
Mr.  Early.  I  will  yield  to  Mr.  Pursell. 
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HOSPITAL  ADMISSIONS 

Mr.  Pursell.  One  area:  Medicare  in  the  rural  and  big  urban  hos- 
pitals, does  that  run — is  that  going  up  or  down  in  those  respective 
institutions  in  terms  of  percentage  of  patients  in  the  40,  50-percent 
medicare  patients?  Is  that  being  driven  by  cost  containment? 

Dr.  Young.  The  fraction  of  admissions.  In  rural  areas — first  of 
all,  overall  admissions  for  urban  hospitals  have  declined  in  the  last 
eight  years  by  about  3.6  percent  overall.  Medicare  patients'  decline 
has  been  in  urban  areas — in  that  same  general  range. 

In  rural  areas,  overall,  admissions  have  declined  36  percent, 
almost  10  times  what  they  have  in  urban  areas.  In  rural  areas,  in 
addition,  the  decline  is  far  greater  for  the  general  population  than 
the  medicare  population. 

Therefore,  rural  hospitals'  occupancy  is  down.  Number  two,  they 
have  a  higher  percentage  now  of  medicare  patients  than  they  did 
eight  years  ago.  Less  patients,  but  a  higher  percentage  of  medicare 
patients  than  they  did  eight  years  ago. 

MEDICARE  FINANCIAL  CONDITION 

Mr.  Pursell.  Medicare  funding,  Gail  talks  about  bankrupt  in  the 
year  2002,  I  guess,  something  like  that.  Are  we  headed  in  that  di- 
rection? Is  there  any  question  we  are  on  a  course  of  disaster  here 
in  terms  of  financial  planning? 

Dr.  Young.  The  trustees'  reports  periodically  have  forecast  this. 
The  picture  got  somewhat  better  in  the  mid-eighties,  when  infla- 
tion declined,  and  with  the  medicare  prospective  payment  system. 
The  time,  depending  on  what  scenario  you  use,  the  rosy  forecast  or 
gloomy,  2002,  the  outlays  will  exceed  income. 

A  little  bit  of  help  arrived  last  year  by  extending  the  medicare 
payroll  tax.  There  is  the  option  of  continuing  to  increase  the  size  of 
the  payroll  tax  to  support  this  or  continue  to  find  ways,  if  we  can, 
of  constraining  medicare  payments  to  all  providers. 

Those  constraints  have  been  significant  in  the  past  five  years,  on 
both  physicians  and  hospitals. 

Mr.  Pursell.  They  have  been  significant? 

Ms.  Mershon.  Yes. 

HOSPITAL  EXPENSES 

Mr.  Pursell.  You  talk  about  cost  containment. 

Dr.  Young.  The  larger  problem  is  that  medicare  has  constrained 
payments  to  facilities,  but  that  the  expenses  continue  to  go  up 
faster  than  payments  so  that  if  you  forecast  what  medicare  would 
have  paid,  we  are  paying  a  lesser  amount  now  under  prospective 
than  we  would  have  paid. 

But  the  expenses  are  growing  even  faster  than  that.  In  the  first 
seven  years  of  PPS  the  market  basket  measure  of  inflation  was  35 
percent.  It  averaged  5  percent  a  year. 

In  that  same  period  of  time,  medicare's  payments  went  up  70 
percent.  But  in  that  same  seven  years,  hospital  expenses  went  up 
77  percent.  So,  hospital  expenses  went  up — for  medicare  patients — 
7  percent  more  than  medicare's  payments,  and  medicare's  pay- 
ments went  up  twice  the  rate  of  inflation. 
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Now,  during  that  time,  you  have  to  understand,  hospitals  took 
care  of  sicker  and  sicker  people,  so  their  average — what  we  call 
case  mix — increased  during  this  time  frame.  During  the  time 
frame,  we  continued  to  have  very  impressive  scientific  and  techno- 
logic advances,  improvements  in  quality  of  care,  cancer  treatment. 

Nevertheless,  the  expenses  are  going  up  much  faster  than  medi- 
care's payments. 

Mr.  Pursell.  On  my  hospital  tours,  I  see  movement  to  diversity 
to  qualify  for  medicare  in  different  ways,  like  physical  therapy, 
home  economics,  teaching  the  senior  citizen  how  to  cook  again,  and 
all  those  things. 

I  am  having  a  hard  time  trying  to  get  a  framework  of  is  that 
makes  good  sense,  health-wise  and  quality-wise  and  education.  It  is 
a  budgetary  decision  to  qualify  for  more  reimbursement.  I  come 
down  in  sort  of  the  middle,  wondering  what  their  real  motives  are. 

I  really  haven't  come  down  on  either  side.  I  see  a  lot  of  that  in  a 
lot  of  hospitals  now. 

Ms.  Mershon.  One  of  the  things  that  we  think  is  good  about  our 
expanded  mandate  is  that  we  will  be  able  to  look  at  payment  poli- 
cies across  all  facilities  and  services,  and  I  think  we  will  get  at 
some  of  those  issues. 

Right  now,  we  are  pushing  down  on  the  hospital  inpatient  side, 
and  it  is  ballooning  someplace  else.  Until  we  can  get  our  arms 
around  the  whole  system,  I  think  we  will  be  getting  at  some  of 
that. 

Mr.  Pursell.  I  appreciate  your  testimony.  I  want  to  thank  you 
on  behalf  of  the  committee,  Mr.  Early,  and  my  good  chairman,  Mr. 
Natcher.  He  is  so  quiet  today. 

Ms.  Mershon.  We  hope  you  feel  better. 

Mr.  Natcher.  Off  the  record. 

[Discussion  off  the  record.] 

COMMISSION  BUDGET 

Mr.  Early.  Now,  let  me  ask  just  one  question.  How  much  in  1991 
did  you  spend  for  expenses  for  the  Commission  members  and  meet- 
ings? 

Ms.  Mershon.  Okay,  let's  see.  I  think  we  determined  that  we 
spend  approximately  $30,000  a  meeting.  That  includes  Commission- 
er salaries  and  seven  meetings. 

Mr.  Early.  What  are  you  looking  for  in  1992? 

Dr.  Young.  The  overall  members'  salary,  our  1991  plan  was 
$110,000  for  total  salaries.  The  1992  request  was  $135,000.  That  jump 
was  accounted  for  by  changes  in  Federal  employee  compensation 
rules.  Our  statutory  mandate  requires  the  Commissioners  be  paid 
at  the  level  of  Executive  4.  That  is  in  statute. 

As  the  House  and  Senate  went  through  the  rigmarole  and  ham- 
mering, as  you  know,  about  salaries,  the  level  4  schedule  was  in- 
creased substantially.  So,  I  had  originally  projected  an  increase  for 
1992  to  $118,000.  I  had  to  up  that  to  $135,000  to  meet  new  require- 
ments for  Executive  Level  4. 

Mr.  Early.  Fine. 

Thank  you  for  your  testimony,  both  of  you. 
With  that,  we  will  adjourn. 
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Mr.  Pursell.  Mr.  Chairman,  can  you  keep  the  record  open  for 
one  minute?  I  want  to  officially  announce  I  have  a  new  staff 
member  on  our  staff  today,  Mr.  Chairman,  who  is  a  doctor,  Dave 
Recker,  who  is  a  graduate  of  the  University  of  Michigan,  and  went 
to  high  school  in  our  Congressional  District  from  Michigan,  and 
has  had  experience  at  the  National  Institutes  of  Health,  and  I  am 
very  delighted  he  could  join  our  team,  our  staff,  Mike  and  Sue  and 
Bob  and  others  on  the  staff,  to  work  together  to  improve  the  qual- 
ity of  health  in  this  country. 

I  am  delighted  to  have  him.  This  is  his  first  official  day  at  work. 
I  would  like  to  have  that  as  part  of  the  record. 

Mr.  Early.  We  are  delighted  to  have  him. 

With  that,  we  will  adjourn  until  10:00  tomorrow  morning.  Thank 
you  very  much. 

[Questions  and  answers  for  the  record  and  the  justifications 
follow:] 
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REPORT  WORKLOAD 

Mr.  Natcher:  How  does  your  report  workload  in  1991  and  1992  compare  to 
your  responsibilities  a  few  years  ago? 

Ms.  Mershon:  The  number  of  reports  we  are  required  to  submit  has  increased 
substantially  Between  May  1991  and  June  1992  we  have  twelve  separate  reports 
due  to  Congress.  In  1986  we  submitted  3  reports. 

STAFF  SALARIES 

Mr.  Natcher:  What  is  the  maximum  which  you  can  pay  employees  of  the 
Commission  in  1991?  How  many  employees  are  near  the  cap? 

Ms.  Mershon:  The  maximum  salary  for  Commission  staff  is  determined  by 
salary  limits  set  for  employees  of  the  United  States  Senate.  The  current 
maximum  is  $99,624.  One  employee  is  near  the  cap. 

Mr.  Natcher:  Does  the  Physician  Comparability  Allowance  let  you  compensate 
physicians  above  the  Senate  salary  cap? 

Ms.  Mershon:  No.  The  Senate  cap  includes  total  compensation. 

Mr.  Natcher:  What  is  your  current  average  salary,  and  what  has  been  the 
average  annual  increase  in  salaries  since  1988? 

Ms.  Mershon:  The  current  average  staff  salary  is  $51,152.  Between  1988  and 
1991,  the  average  annual  increase  in  salaries  was  4.8  percent.  Between  1985 
and  1991  the  average  annual  increase  was  only  2.8  percent. 

MAINFRAME  COMPUTER  BUDGET 

Mr.  Natcher:  Your  request  includes  $470,000  for  mainframe  computer  time. 
How  are  these  costs  controlled? 

Ms.  Mershon:  The  use  of  the  mainframe  computer  is  limited  by  the  ability  of 
the  staff  to  develop  analysis  plans  and  computer  specifications  and  the  ability  to 
do  necessary  computer  programming.  In  addition  to  staff  and  computer 
programming  limitations,  we  have  been  able  to  control  computer  costs  by  using 
the  computer  overnight  when  fees  are  lower,  developing  subfiles  for  follow-up 
work,  sharing  projects  with  CBO  where  possible,  continually  improving  our 
programming  methods  and  tape  use  policies,  and  using  data  samples  when 
feasible. 


COMMISSION  CONTRD3UTION 

Mr.  Natcher:  Do  you  foresee  a  time  when  the  Commission  will  have  outlived 
its  usefulness? 
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Ms.  Mershon:  The  Commission  is  an  agency  of  the  U.S.  Congress.  If  the 
Congress  does  not  feel  we  provide  useful  advice  and  analyses,  we  should  be 
repealed.  Recently,  however,  our  mandate  has  been  expanded,  and  we  have 
been  requested  to  submit  an  increasing  number  of  reports  to  Congress.  In 
addition,  much  of  our  work  such  as  recommending  update  factors  is  an  annually 
recurring  responsibility.  At  some  point,  however,  the  Congress  may  decide  we 
have  outlived  our  usefulness. 

1992  APPROPRIATION  REQUEST 

Mr.  Natcher:  Could  the  Commission  operate  in  1992  at  your  1991  funding  level 
without  seriously  affecting  the  analysis  you  are  asked  to  perform? 

Ms.  Mershon:  Our  1991  funding  level  is  approximately  the  same  as  our  1990 
funding  level.  If  we  received  no  increase  again  for  1992,  we  would  have  to 
reduce  our  staffing  level  by  12%  to  15%  and  also  reduce  our  outside  research 
activities  by  12%  to  15%.  As  a  result,  we  would  have  to  scale  back  greatly  the 
analyses  and  reports  which  are  Congressionally  required.  The  lack  of  a  budget 
increase  for  1991  has  already  required  us  to  curtail  or  defer  a  number  of 
projects  this  year. 

APPOINTMENT  OF  COMMISSIONERS 

Mr.  Natcher:  What  is  the  process  by  which  Commission  members  are  selected? 

Ms.  Mershon:  By  statute,  Commissioners  are  appointed  by  the  Congressional 
Office  of  Technology  Assessment  (OTA)  for  3  year  terms.  Each  year  the  terms 
of  5  or  6  Commissioners  are  completed  and  the  OTA  may  appoint  them  for  a 
second  term  or  replace  them  with  a  new  member.  OTA  consults  with  members 
of  Congress,  as  well  as  other  groups,  as  part  of  the  appointment  process. 

Mr.  Natcher:  List  the  members  of  the  Commission,  their  salaries  for  1990,  and 
professional  affiliation. 

Ms.  Mershon:  ProPAC's  authorizing  legislation  provides  for  compensation  to 
Members  of  the  Commission  at  the  per  diem  equivalent  of  the  rate  provided 
for  Level  IV  of  the  Executive  Schedule.  That  rate  is  currently  $416.56  per  8 
hour  day.  In  1990  the  rate  was  $321.54.  Commissioners  are  compensated 
based  on  the  number  of  days,  or  hours  per  day,  spent  on  Commission  business, 
including  meetings  and  travel  time,  review  of  reports  and  background  materials, 
meetings  with  staff,  and  participation  in  Congressional  hearings.  At  times,  some 
Commissioners  do  not  claim  compensation  for  participating^  in  ProPAC 
business.  The  compensation  for  each  Commissioner  in  1990  was: 


Stuart  H.  Altman 

Acting  President,  Brandeis  University 
Waltham,  Massachusetts 


$9,  468.97 
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Richard  A.  Berman 
Korn  Ferry  International 
New  York,  New  York 

James  D.  Bernstein 
North  Carolina  Foundation  for 
Alternative  Health  Programs 
Raleigh,  North  Carolina 

Curtis  C.  Erickson 

Great  Plains  Health  Alliance,  Inc. 

Phillipsburg,  Kansas 

William  D.  Fullerton  (retired) 
Crystal  River,  Florida 

William  S.  Hoffman,  Director 
International  Union,  UAW 
Detroit,  Michigan 

Larry  L.  Mathis 
President,  CEO 

The  Methodist  Hospital  System 
Houston,  Texas 


$2,109.78 
$4,649.33 

$5,377.49 

$6,161.23 
Does  not  claim  compensation. 

$4,474.20 


Barbara  J.  McNeil,  Head 
Dept.  of  Health  Care  Policy 
Harvard  Medical  School 
Boston,  Massachusetts 

Kathryn  Mershon,  Senior  VP 
Humana,  Inc. 
Louisville,  Kentucky 


$6,722.16 


$4,708.62 


Donald  R.  Oder,  Sr.  VP  and  COO  $3,516.30 
Rush-Presbyterian-St.  Luke's  Medical  Center 
Chicago,  Illinois 

Elliott  C.  Roberts,  Sr.  $5,255.60 
Chief  Executive  Officer 
Charity  Hospital  at  New  Orleans 
New  Orleans,  Louisiana 

J.  Michael  Sadaj,  MD  $5,000.96 
Rocky  Mountain  Clinic 
Butte,  Montana 


Leonard  Schaeffer,  President 
and  Chairman  of  the  Board 


$3,109.72 
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Blue  Cross  of  California 
Woodland  Hills,  California 


Jack  Shelton,  Manager  $3,870.80 
Employee  Insurance  Dept. 
Ford  Motor  Company 
Dearborn,  Michigan 

J.  B.  Silvers,  Co-Director  $7,514.42 
Health  Systems  Management  Center 
Case  Western  Reserve  University 
Cleveland,  Ohio 

Bruce  C.  Vladeck,  President  $5,136.58 
United  Hospital  Fund  of  New  York 
New  York,  New  York 


Sankey  V.  Williams,  Director 
Clinical  Scholars  Program 
Ralston-Penn  Center 
Philadelphia,  Pennsylvania 


$6,169.75 


AREA  WAGE  INDEX 


Mr.  Weber:  We  are  phasing  out  the  differential  in  the  standardized,  basic 
DRG  payments,  but  the  area  wage  indexes  continue  to  produce  a  substantial 
differential.  I  question  whether  or  not  these  indexes  accurately  capture  rural 
hospital  wage  experience. 

For  example,  do  the  area  wage  indexes  assume  that  rural  and  urban  hospital 
occupational  mixes  are  the  same?  What  has  the  Commission  found  about  the 
characteristics  of  the  occupational  mix  of  rural  versus  urban  hospitals? 

Do  rural  hospitals  tend  to  use  more  contract  labor?  Is  the  use  of  contract  labor 
reflected  in  the  area  wage  indexes? 

Ms.  Mershon:  The  current  area  wage  index  does  not  adjust  for  differences  in 
occupational  mix  across  areas.  In  its  March  1990  and  1991  report,  the 
Commission  recommended  that  data  be  collected  to  adjust  the  wage  index  to 
correct  for  the  inappropriate  inclusion  of  geographic  differences  in  the  mix  of 
occupation  employed.  Rural  hospitals  generally  employ  a  less  complex  mix  of 
employees.  Consequently,  an  adjustment  for  occupational  mix  would  increase 
the  wage  index  values  in  rural  areas  and  decrease  the  values  in  large  urban 
areas. 


The  wage  index  does  not  reflect  the  use  of  contract  labor.  We  do  not  have 
good  information,  however,  on  the  relative  use  of  contract  labor  among  rural 
and  urban  hospitals  or  the  impact  of  including  contract  labor  in  the  wage  index. 
In  their  1988  wage  survey,  the  Health  Care  Financing  Administration  attempted 
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and  urban  hospitals  or  the  impact  of  including  contract  labor  in  the  wage  index. 
In  their  1988  wage  survey,  the  Health  Care  Financing  Administration  attempted 
to  collect  hospital  data  on  contract  labor.  They  found,  however,  that  hospitals 
were  unable  to  report  adequate  information  on  contract  labor  hours. 

Mr.  Weber:  In  1991,  the  rural  area  wage  indexes  generally  fell  relative  to  the 
urban  area  wage  indexes,  reflecting,  according  to  the  Health  Care  Financing 
Administration,  the  more  rapid  rise  in  urban  hospital  wages  relative  to  rural 
hospital  wages.  Since  urban  hospitals  have  over  the  length  of  PPS  been  paid 
more  for  the  same  DRGs  than  rural  hospitals,  they  have  had  greater  resources 
to  raise  wages.  It  seems  to  me  that  we  are  perpetuating  historic  payment 
inequities. 

What  recommendations  would  you  offer  to  address  this  "chicken  and  egg" 
problem? 

Ms.  Mershon:  This  is  a  difficult  question  to  answer  with  certainty.  While  rural 
hospitals  have  lower  PPS  profit  margins  than  urban  hospitals,  their  overall 
financial  condition  as  measured  by  total  profit  margins  is  about  the  same  as 
urban  hospitals.  In  addition,  rural  hospitals  must  compete  for  labor  in  their 
local  market.  Other  businesses  in  rural  areas  employ  clerical,  housekeeping, 
and  maintenance  personnel,  and  other  health  care  providers  employ  RNs, 
LPNs,  and  other  health  personnel.  Therefore,  local  wage  levels  for  hospital 
employees  are  not  determined  solely  by  hospitals.  The  wage  index  has  been 
recently  updated  based  on  1988  data.  Based  on  these  data,  we  do  not  have 
evidence  to  believe  that  hospital  wage  rates  have  been  artificially  depressed  by 
Medicare  payments. 

Mr.  Weber:  While  the  hospitals  in  each  metropolitan  statistical  area  have  their 
own  area  wage  index,  all  rural  hospitals  in  a  state  have  the  same  index.  Thus, 
the  odds  of  a  specific  rural  hospital's  wage  costs  varying  greatly  from  the  rural 
index  are  greater. 

What  analysis  has  the  Commission  done  on  alternatives  to  the  use  of  the 
current  area  wage  indexes  and  a  single  rural  index  which  would  provide  a  more 
accurate  or  sensitive  measure  of  wage  cost  differences  within  the  rural  areas  of 
states? 

Ms.  Mershon:  As  you  note,  the  current  wage  index  is  based  on  hospital  labor 
market  areas  with  all  rural  areas  in  a  state  included  in  a  single  market  area. 
ProPAC  has  previously  recommended  that  hospital  labor  market  areas  be 
redefined  to  recognize  urbanized  and  nonurbanized  rural  counties  within  each 
state.  We  also  recommended  that  within  metropolitan  statistical  areas  (MSAs) 
a  separate  wage  index  be  developed  for  central  city  and  outlying  metropolitan 
areas.  We  believe  this  refinement  of  the  hospital  labor  market  areas  would 
better  reflect  the  variation  in  labor  costs  within  states  and  within  MSAs. 


MEDICARE  MARGINS 
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Mr.  Weber:  According  to  the  latest  data  you  have,  what  is  the  average 
Medicare  operating  margin  of  teaching  hospitals?  Of  non-teaching  hospitals  in 
large  urban  areas?  Of  non-teaching  hospitals  in  smaller  urban  areas?  Of  rural 
hospitals? 

Ms.  Mershon:  The  table  below  contains  the  most  recent  data  available  on  PPS 
operating  margins  and  total  hospital  margins.  This  information  is  from  the  sixth 
year  of  PPS,  fiscal  year  1989.  The  hospital  groupings  that  ProPAC  uses  are 
slightly  different  than  the  groupings  you  requested.  As  you  can  see,  rural  and 
non-teaching  hospitals  had  the  lowest  PPS  margins,  however,  their  total  margins 
were  above  the  average  for  all  hospitals.  Major  teaching  hospitals,  in  contrast, 
had  the  highest  PPS  margins  but  the  lowest  total  margins. 

PPS  Margins   Total  Margins 


All  Hospitals 

-1.4% 

3.8% 

Major  Teaching  Hospitals 

6.7 

1.4 

Other  Teaching  Hospitals 

0.6 

4.3 

Non-Teaching  Hospitals 

-5.1 

4.2 

Large  Urban  Hospitals 

-0.6 

2.8 

Other  Urban  Hospitals 

-0.9 

4.7 

Rural  Hospitals 

-5.1 

4.1 

SOLE  COMMUNITY  HOSPITAL 

Mr.  Weber:  Are  there  further  changes  you  would  recommend  in  the  criteria  for 
sole  community  hospital  designation  and  in  the  payment  options  available  to 
these  hospitals  which  would  better  ensure  that  hospitals  which  are  the  sole 
source  of  care  for  their  areas  are  identified  and  assisted? 

Ms.  Mershon:  The  Commission  will  be  submitting  a  report  and 

recommendations  concerning  rural  hospitals  during  the  summer.  As  we  have 

previously  reported  to  you,  the  current  sole  community  hospital  (SCH) 

definition  does  not  appear  to  adequately  identify  hospitals  that  are  isolated  or 

require  special  protection  to  maintain  beneficiary  access  to  care. 

I  anticipate  that  our  report  will  address  the  need  for  improvements  in  the  SCH 

definition. 


ESSENTIAL  ACCESS/RURAL  PRIMARY  CARE  HOSPITALS 

Mr.  Weber:  Would  you  recommend  any  changes  in  the  Essential  Access/Rural 
Primary  Care  Hospital  demonstration  program  to  promote  state  participation 
and  provide  a  wider  range  of  alternative  delivery  system  models  for  rural  health 
care? 


880 


Ms.  Mershon:  The  Commission  supports  the  concept  underlying  the  Essential 
Access/Rural  Primary  Care  Hospitals  demonstration  project.  As  you  are  aware, 
the  problems  facing  rural  health  care  delivery  extend  beyond  hospitals  and 
Medicare  program.  We  believe  that  improvements  can  be  made  in  the  project 
to  promote  participation  and  more  effective  use  of  rural  health  care  resources. 
We  plan  to  include  our  recommendations  on  that  subject  in  the  report  on  rural 
hospitals  that  we  will  be  submitting  this  summer. 

RURAL  HOSPITAL  TRANSITION  GRANT  PROGRAM 

Mr.  Weber:  Would  you  recommend  any  changes  in  the  Rural  Health  Care 
Transition  Grant  program? 

Ms.  Mershon:  We  also  support  the  Rural  Hospital  Transition  Grant  program. 
At  our  next  meeting  we  will  also  be  considering  this  program  and  will  include 
any  recommendations  in  our  rural  hospital  report. 
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PROSPECTIVE  PAYMENT  ASSESSMENT  COMMISSION 


Appropriation  Language 


General  and  special  funds: 

SALARIES  AND  EXPENSES 

For  expenses  necessary  to  carryout  section  601  of  Public  Law 
98-21,   [$3,875,000]  $4,210,000  to  be  transferred  to  this 
appropriation  from  the  Federal  Hospital  Insurance  and  the  Federal 
Supplementary  Medical  Insurance  Trust  Funds  (Departments  of 
Labor,  Health  and  Human  Services,  and  Education  and  Related 
Agencies  Appropriation  Act,  1991) . 


2 


884 


PROSPECTIVE  PAYMENT  ASSESSMENT  COMMISSION 
Amounts  Available  for  Obligation 

1990  1991  1992 

Actual  Estimate  Estimate 

Appropriation  $3,869,000  $3,875,000  $4,210,000 

Unobligated  balance 
start  of  the  year  0  0  0 

Unobligated  balance 
end  of  year  0  0  0 

Unobligated  balance 
lapsing  402 . 000  0   0 


Total,  obligations  $3,467,000  $3,875,000  $4,210,000 
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PROSPECTIVE  PAYMENT  ASSESSMENT  COMMISSION 
Summary  of  Changes 


FY  91  Current  estimate 
FY  92  Estimate 
Net  Change 


Unobligated  Obligations 

Authority  Balance         Incurred  Net 


$3,875,000 
$4.210.000 
$  +335,000 


$3,875,000 
$4.210.000 
$  +335,000 


1991  Base 


Pos .  Budget 
(FTE)  Authority 


Increases; 

1.  Salaries 

Staff   

Commissioners   

2.  Benefits   

3.  Travel  -  Staff 

Commissioners 

4 .  Standard  Level  User 

Charges 

5.  Main  Frame  Computer 

6 .  Telephone 

7.  Postage/Delivery 

8 .  Printing/Reproduction 

9 .  Research  Contracts 

10.  Other  Contracts   

11.  GSA  Services   

12 .  Supplies   

13.  Publications   

SUBTOTAL 


26 
2 


28 


$1,268,000 
110,000 

305,000 

17,000 
86,000 

157,000 
450,000 
20,000 
22,000 
80,000 
1,150,000 
118,000 
42,000 
19,000 
11,000 

3,855,000 


Change  from  Base 
Pos .  Budget 
f FTE)  Authority 


$+122,000 
+25,000 


+22,000 

+3,000 
+8,000 


+17,000 
+20,000 
+1,000 
+2,000 
+4,000 
+100,000 
+6,000 
+2,000 
+2,000 
+1,000 

+335,000 


Summary  of  Changes  (continued) 


 1991  Base  Change  from  Base 

Pos.  Budget  Pos.  Budget 

(FTE)  Authority  (FTE^  Authority 


Decreases 


No  Changes 

1.     Equipment  and  Furnishings    20,000 


TOTAL 

NET  CHANGE 
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PROSPECTIVE  PAYMENT  ASSESSMENT  COMMISSION 
Budget  Authority  by  Activity 
(Budget  Authority  in  Thousands) 

1990  Actual  1991  Estimate       1992  Estimate 

FTE    Amount  FTE       Amount      FTE  Amount 

Administration  & 

Management  26    $2,292  26  $2,725      26  $2,960 

Data  Development, 
Analysis  and 

Research  2       1.175                    2            1.150        2  1.250 

TOTAL  $3,467                                  $3,875  $4,210 
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PROSPECTIVE  PAYMENT  ASSESSMENT  COMMISSION 
Budget  Authority  by  Object 

(Budget  Authority  in  Thousands) 


FY  1992 

FY  1991  PROPOSED 
OBJECT  CLASSIFICATION:  PLAN  BUDGET 


Salaries: 

Full-time  staff                            1,268  1,390 

Commissioners                               110  135 

1,378  1,525 

Benefits:  305  327 
Travel : 

Staff                                                        17  20 

Commissioners                                          86  94 

103  114 

Standard  Level  User  Charges:              157  174 

Communications,  utilities, 
and  other  rent: 

Mainframe  Computer  Services         450  470 

Telephone                                          20  21 

Postage                                             22  24 

492  515 

Printing  &  Reproduction                       80  84 

Other  Services: 
Research  data  and  policy 

analysis  studies                         1,150  1,250 
Other  Contracts  (Gov't. 

meetings,  etc.)                                118  124 

GSA  Services                                           42  44 

1,310  1,418 

Supplies  and  Materials: 

Supplies                                             19  21 

Publications  11   12 

30  33 

Equipment  and  Furnishings  20   20 

TOTAL  OBLIGATIONS                       $3,875  $4,210 
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PROSPECTIVE  PAYMENT  ASSESSMENT  COMMISSION 

Significant  Items  in  House  and  Senate 
Appropriations  Committee  Reports 


Action  Taken  or  to  Be  Taken 


1990  Senate  Report  101-516 


The  Committee  requests  that  ProPAC 
issue  a  report  listing  (1)  the 
adjustments  that  have  been  made  to 
PPS  since  its  inception  (for 
example,  changes  in  standardized 
amount,  outlier  pool,  consideration 
of  part-time  labor) ;  and  (2)  the 
amount  of  increased  payments 
(taking  inflation  into  account)  for 
PPS  years  1-5  rural  hospitals  would 
have  received  if  these  adjustments 
had  been  in  place  from  the  system's 
beginning. 


The  Commission  is  developing  the 
information  requested  by  the 
committee  and  will  submit  its 
report  in  mid-1991. 


In  addition,  the  Committee  requests 
that  ProPAC  in  its  1991  report 
address  in  detail  the  impact  of 
less-than-average  patient  volume  on 
overhead  costs  and  reimbursement, 
especially  on  small  hospitals. 

This  Committee  remains  concerned 
that  the  PPS  system,  which  is  based 
on  averages,  inherently  is 
inappropriate  to  small-volume 
hospitals.     And  while  ProPAC 
considers  the  impact  of  relatively 
higher  wages  paid  by  many  urban 
hospitals  to  be  worthy  of  the 
Commission's  consideration,  the 
impact  of  relatively  lower  volume 
experienced  by  many  rural  hospitals 
is  not  given  the  same  weight  and 
consideration. 


The  Commission  will  include 
information  on  the  relationships 
between  patient  volume  and  costs 
and  payment  to  small  hospitals  in 
its  June  1991  Report. 


The  Commission's  work  related  to 
the  wages  and  the  wage  index  was 
undertaken  to  more  fairly 
distribute  payments  to  hospitals. 
The  Commission  is  recommending  that 
an  occupational  mix  adjustment  be 
made  to  the  wage  index.  This 
adjustment  will  generally  result  in 
an  increase  in  payments  to  rural 
hospitals. 
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PROSPECTIVE  PAYMENT  ASSESSMENT  COMMISSION 

Significant  Items  in  House  and  Senate 
Appropriations  Committee  Reports 


Items 


With  respect  to  outpatient  care, 
the  Committee  is  disturbed  that 
ProPAC 's  July  1990  report  to 
Congress  overlooks  the  need  to 
identify  and  correct  biases  in 
Medicare  payments  for  outpatient 
services.     Given  the  history  of 
inequitable  inpatient  payments  and 
the  widespread  concern  over  new 
systems  of  outpatient  payments,  the 
Committee  finds  it  is  necessary  to 
investigate  whether  outpatient 
payment  systems  also  will  be  found 
to  be  biased  against  smaller  rural 
providers,  and  recommend  actions  to 
correct  them. 

The  Committee  is  concerned  that  the 
Federal  Office  of  Rural  Health 
Policy  lacks  essential  resources 
such  as  computer  capability  in 
order  to  fulfill  its  statutory 
mandate  to  provide  impact  analyses 
of  proposed  Medicare  and  Medicaid 
regulations.     The  Committee 
instructs  ProPAC  to  provide  its 
resources  to  the  Office  of  Rural 
Health  Policy  in  order  to 
facilitate  these  analyses.  The 
Committee  expects  the  Commission  to 
provide  technical  assistance  and 
data  collection  and  analysis 
regarding  rural  hospitals  to  the 
Office  of  Rural  Health  Policy. 

The  Committee  urges  ProPAC  to 
continue  to  study  the  use  of  nurse 
practitioners  and  other 
nonphysician  providers  in 
alternative  settings  to  acute  care 
and  long-term  institutional  care. 


Action  Taken  or  to  Be  Taken 


The  Commission's  past  and  current 
work  regarding  hospital  outpatient 
payment  has  carefully  considered 
the  impacts  on  rural  hospitals.  In 
our  1989  report  to  Congress,  we 
recommended  that  rural  and  urban 
hospitals  receive  the  same 
freestanding  ambulatory  surgery 
center  amount. 
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PROSPECTIVE  PAYMENT  ASSESSMENT  COMMISSION 
Authorizing  Legislation 


1991                                            1992  1992 

Amount               1991              Amount  Budget 

Authorized  1/    Estimate       Authorized  1/  Request 

PROPAC 

1 .  Administration 

and  Management                  NA              $2,725,000              NA  $2,960,000 

2.  Data  Development, 
Analysis 

and  Research  NA  $1,150,000  NA  $1,250,000 


1/  Pub.  L.  98-21,  Section  1886  (I) (i)  authorizes,  "such  sums  as 
may  be  necessary." 
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PROSPECTIVE  PAYMENT  ASSESSMENT  COMMISSION 
Appropriation  History  Table 


Budget 
Estimate 
to  Congress 

House 
Allowance 

Senate 
Allowance 

Appropriation 

1984 

$1,500,000 

$1,500,000 

$1,500,000 

$1,500,000 

1985 

$3,131,000* 

$2,424,000 

$2,410,000 

$2,424,000 

1986 

$3,240,000** 

$2,784,000 

$2,893,000 

$2,893,000*** 

1987 

$3,421,000 

$3,421,000 

$3,421,000 

$3,421,000 

1988 

$3,798,000 

$3,752,000 

$3,752,000 

$3,592,000 

1989 

$3,664,000 

$3,664,000 

$3,664,000 

$3,495,000 

1990 

$3,797,000 

$3,919,000 

$3,794,000 

$3,919,000**** 

1991 

$4,073,000 

$4,073,000 

$3,869,000 

$3,875,000 

1992 

$4,210,000 

♦Anticipates  continuing  FY  84  carryover  of  $707,000  allowing  a  total 
budget  of  $3,131,000  for  FY  85. 

♦♦Anticipates  continuing  FY  85  carryover  of  $347,000  allowing  a  tota 
budget  of  $3,240,000  for  FY  86. 

***P.L.  99.177  Sequestered  $124,000. 
****P.L.  101-239  Sequestered  $50,000. 


11 


893 


PROSPECTIVE  PAYMENT  ASSESSMENT  COMMISSION 
Budget  Justification 
FY  1992 

General  Statement 

The  Prospective  Payment  Assessment  Commission  (ProPAC)  was 
established  by  Congress  under  the  Social  Security  Act  Amendments 
of  1983  (P.L.  98-21),  when  the  Medicare  prospective  payment 
system  (PPS)  was  enacted.     ProPAC  was  established  as  an 
independent  Commission  to  advise  and  assist  the  Congress  and  the 
Secretary  of  Health  and  Human  Services  in  maintaining  and 
updating  the  Medicare  prospective  payment  system. 

The  formal  responsibilities  of  ProPAC  are  mandated  in  the  law. 
Initially,  the  work  of  the  Commission  centered  in  two  primary 
areas: 

(1)  recommending  annually  to  the  Secretary  of  HHS  the  appropriate 
percentage  change  in  the  payments  made  under  Medicare  for 
inpatient  hospital  care,   ("the  update  factor") ,  and  (2) 
consulting  with  and  recommending  to  the  Secretary  necessary 
changes  in  the  diagnosis-related  groups  (DRGs)  and  their  relative 
weights. 

Recently,  the  Congress  has  expanded  ProPAC s  mandate  to  include 
current  and  new  Medicare  prospective  payment  policies  for  all 
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institutions.    As  a  result,  the  Commission's  responsibilities  now 
include  inpatient  and  outpatient  payment  to  hospitals  and 
excluded  facilities,  home  health  agencies,  skilled  nursing 
facilities,  and  end  stage  renal  disease  and  other  free  standing 
facilities.     The  Congress  has  also  requested  submission  of  an 
annual  report  on  the  impact  of  PPS  on  the  American  Health  Care 
System.     The  Congress  also  periodically  requests  additional 
reports  on  specific  topics. 

The  membership  of  the  Commission,  appointed  under  the  law  by  the 
Director  of  the  Congressional  Office  of  Technology  Assessment, 
was  expanded  in  1986  from  15  to  17  members.     The  Commission  is 
assisted  in  its  work  by  an  Executive  Director  and  a  staff  of  not 
more  than  25.     Meetings  are  held  periodically  and  are  open  to  the 
public. 

Funds  are  expended  in  two  major  categories: 
Administration  and  Management 
Data  Development,  Analysis  and  Research 

It  is  important  to  note  that  the  major  expenditures  are  in  the 
Administration  and  Management  category.  The  remaining 
expenditures  in  the  Data  Development,  Analysis  and  Research 
category  are  only  expended  to  outside  organizations  and 
individuals,  through  grants  and  contracts,  primarily  to  provide  a 
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detailed  quantitative  information  base  for  the  Commissioners  to 
use  in  formulation  of  recommendations  and  reports. 

Administration  and  Management  ($2.960  million) 
This  category  includes  funding  necessary  for  payment  of 
Commissioners  for  travel  and  time  spent  on  Commission  business; 
for  salary  and  benefits  for  an  Executive  Director  and  staff  of 
not  more  than  25  full-time  equivalent  personnel;  for  facilities, 
supplies,  equipment  and  travel  of  that  staff;  for  communications 
with  the  public,  including  maintenance  of  mailing  lists, 
publication  of  reports,  expenses  required  by  the  open  meetings  of 
the  Commission,  and  for  other  administrative  expenses  associated 
with  facilitating  the  work  of  the  Commission.     In  addition, 
computer  services  required  to  conduct  ProPAC  staff  analyses  falls 
into  this  category.    The  General  Services  Administration  (GSA) 
under  contract  to  ProPAC,  provides  personnel,  payroll  and 
accounting  services.    GSA  also  arranges  on  our  behalf  for  office 
space,  telecommunication  services,  and  travel  services  at 
government  contract  rates.    Our  computer  services  are  obtained 
from  the  House  Information  Systems  of  the  U.S.  Congress. 
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The  administration  and  management  budget  items  are  listed  below: 


Administration  and  Management     (in  thousands)   FY  92 

Salaries  $  1,525 
Benefits  327 
Travel 

Commission  and  Subcommittees  94 
Staff  20 
Rent  and  Communication  689 
Printing  and  Reproduction  84 
Other  Services  168 
Supplies  and  Materials  33 

Furniture  and  Equipment   20 

$  2,960 


Data  Development.  Analysis  and  Research  ($1.250  million) 
This  category  represents  that  portion  of  the  proposed  budget 
expended  through  grants  and  contracts  with  outside  organizations 
and  individuals  to  provide  a  detailed  quantitative  information 
base  for  Commissioners  to  use  in  formulation  of  recommendations 
and  reports.    A  significant  portion  of  these  funds  is  expended  in 
areas  which  focus  upon  the  impact  of  PPS  on  the  American  health 
care  system  in  general  and  the  Medicare  program  and  its 
beneficiaries  in  particular. 

A  major  recent  project  has  focused  on  better  understanding  of  why 
some  hospitals  do  well  financially  and  others  do  poorly  under 
PPS.    The  Medicare  cost  report  provides  important  information  for 
evaluating  policy  to  the  Commission.    Therefore,  ProPAC  is 
completing  a  major  study  of  the  accuracy  of  cost  measures  derived 
from  the  cost  report. 
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Other  recent  studies  have  examined  hospital  uncompensated  care 
costs,  special  problems  of  small  rural  hospitals,  utilization  of 
hospital  services  by  rural  beneficiaries,  hospital  capital 
payment,  and  changes  in  DRG  case  complexity. 

Information  from  studies  such  as  these  assist  the  Commission  and 
the  Congress  is  making  necessary  adjustments  to  Medicare  payment 
policies  and  understanding  the  impacts  of  PPS  on  the  American 
health  care  system. 

An  appendix  with  detailed  information  describing  the  data 
development  and  research  budget  and  agenda  for  FY  1985  -  FY  1991 
is  attached. 

Commission  Accomplishments 

From  1985  through  1990  the  Commission  submitted  an  annual  report 
to  the  Secretary  of  Health  and  Human  Services  containing 
recommendations  for  improvements  in  Medicare  hospital  payment 
policies.    Each  of  these  reports  has  been  delivered  by  the 
required  date.    Many  of  the  Commission's  recommendations  have 
been  implemented  by  the  Secretary.     In  some  cases,  the  Secretary 
has  not  agreed  with  the  Commission,  but  the  Congress  has 
legislated  the  Commission's  recommendation. 

Since  1986  the  Commission  has  also  submitted  an  annual  report  to 
Congress  containing  information  on  Medicare  PPS,  beneficiary 
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impacts,  hospital  financial  condition,  and  other  aspects  of  the 
American  health  care  system.    Over  time,  this  report  has  become 
a  valuable  reference  source  for  ProPAC,  Congressional  members 
and  staff,  and  other  people  interested  in  the  changing  American 
health  care  system. 

The  Omnibus  Budget  Reconciliation  Act  of  1990  directed  the 
Commission  to  submit  its  annual  report  and  recommendations  to 
Congress,  rather  than  the  Secretary.    The  report  on  the  American 
Health  Care  System,  originally  requested  by  the  House 
Appropriations  Committee,  is  now  required  in  legislation. 

The  Congress  has  also  requested  the  Commission  to  study  and 
report  on  a  number  of  additional  topics  related  to  PPS,  services 
provided  in  hospital  outpatient  departments,  and  the  development 
or  prospective  payment  systems  for  home  health,  skilled  nursing 
facility  and  payment  for  other  free  standing  facility  services. 

The  Congress  has  also  requested  the  Commission's  to  study  and 
report  on  the  following  topics: 

(1)  Payments  to  rural  sole  community  and  small  rural  hospitals. 
Report  submitted  May  1990. 

(2)  Payments  for  services  in  hospital  outpatient  departments. 
Report  submitted  in  July  1990. 
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(3)  The  appropriateness  of  adjusting  payments  to  hospitals 
serving  a  high  proportion  of  Medicare  patients.  Findings 
included  in  ProPAC's  June  1990  Report. 

(4)  The  financial  status  of  high  case  mix  hospitals,  with 
emphasis  on  capital  investment  in  these  hospitals. 
Findings  included  in  ProPAC's  June  1990  Report. 

In  addition  ProPAC  is  currently  working  on  four  additional 
Congressional  studies  or  reports  to  be  completed  in  fiscal  year 
1991. 

The  Commission  has  provided  testimony  before  the  House  Ways  and 
Means  Committee,  House  Budget  Committee,  House  Select  Committee 
on  Aging,  Senate  Budget  Committee,  Senate  Special  Committee  on 
Aging,  and  Senate  Finance  Committee  on  subjects  related  to  its 
expertise,  and  has  worked  with  these  Committees  and  others  on 
particular  analytic  problems  at  their  request.     In  addition,  the 
Commission  has  worked  with  the  Health  Care  Financing 
Administration  and  a  number  of  private  sector  groups  concerning 
problems  in  the  prospective  payment  system  and  related  areas. 

As  PPS  has  evolved,  ProPAC  has  examined  a  number  of  important 
policy  issues  and  recommended  important  changes.    At  the 
direction  of  Congress,  ProPAC  has  gradually  expanded  its 
responsibilities  to  include  payment  policy  for  excluded 
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facilities,  hospital  outpatient  services  and  more  recently 
prospective  payment  for  home  health,  skilled  nursing  facility, 
end  stage  renal  disease  and  other  free  standing  facility 
services.    ProPAC  has  and  will  continue  to  bring  to  the 
attention  of  Congress  problems  which  could  compromise  the 
effective  delivery  of  high  quality  care  to  medicare 
beneficiaries . 
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PROSPECTIVE  PAYMENT  ASSESSMENT  COMMISSION 
Consultant  Services 
Estimates  for  Consulting  Services 
Obligations 

1990  Actual  1991  Plan  1992  Proposed 

0  0  0 

The  Prospective  Payment  Assessment  Commission  is  not  requesting 
funding  for  consultant  services  for  FY  91.    The  need  for 
consulting  services  has  diminished  as  ProPAC  has  developed  staff 
expertise  and  research  capabilities.    Where  special  expertise  is 
required  the  Commission  contracts  for  background  papers  and 
analyses  or  uses  its  extramural  data  development,  analysis  and 
research  authority. 
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PROSPECTIVE  PAYMENT  ASSESSMENT  COMMISSION 


Estimates  for  Related  Services 


Obligations 


FY  90  Actual 


FY  91  Plan 


FY  92  Proposed 


GSA 


$41,000 


$42,000 


$44,000 


Other 
Contracts 


$87,000 


$118,000 


$124,000 


This  category  includes  funds  for  a  contract  with  the  General 
Services  Administration  (GSA)  for  certain  administrative 
functions,  including:     accounting,  personnel  and  payroll, 
budget,  facility  and  supply  management  and  procurement,  etc.  It 
is  much  more  efficient  and  effective  to  use  the  GSA 
organization,  which  has  been  established  to  provide  services  to 
small  Federal  agencies,  boards,  and  task  forces,  than  to  attempt 
to  establish  this  expertise  within  the  ProPAC  staff. 

Other  funds  in  this  category  are  used  for  contract  services  in  a 
number  of  other  areas.     These  include:     providing  large  public 
meeting  rooms  for  Commission  meetings;  obtaining  transcripts  of 
meetings;  editorial  and  other  services  related  to  preparation 
and  publication  of  reports;  training  for  staff  in  various  areas, 
particularly  to  improve  writing  and  presentation  skills  and  the 
use  of  computer  and  special  software  computer  products  necessary 
to  ProPAC 1 s  work;  contracting  with  experts  to  prepare  background 


21 


963 


papers  or  to  appear  at  Commission  and  Subcommittee  meetings;  and 
technical  panels  for  the  purpose  of  making  reports  or 
presentations  on  issues  of  importance  to  the  Commission. 

Our  1990  actual  spending  in  the  other  contracts  category  was 
significantly  less  than  our  1988  and  1987  amounts.    This  was  due 
to  reduction  in  staff  training  and  use  of  experts  and  other 
contract  services  due  to  concerns  over  possible  government  wide 
budget  reductions.    We  also  did  not  have  an  anticipated  increase 
in  the  cost  of  space  for  Commission  meetings.     In  1991  and  1992 
we  anticipate  a  return  to  our  prior  level  of  spending  in  these 
categories. 
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PROSPECTIVE  PAYMENT  ASSESSMENT  COMMISSION 
Salaries  -  Detail  of  Permanent  Positions1 


95-3400-0-1-551 

Executive  Level 

GS/GM-15 

GS/GM-14 

GS/GM-13 

GS  -12 

GS  -9-11 

GS  -6-8 


FY  90 
Actual 

2 

3 

5 

6 

4 

4 

2 


FY  91 
Plan 

2 

4 

6 

4 

4 

4 

2 


FY  92 
Proposed 

2 

4 

6 

4 

4 

4 

2 


Total  number  of  full- 
time  permanent 
positions  26 

Total  compensable 
workyears:  Full-time 
equivalent  employment  28: 


26 


28' 


26 


28' 


■•-This  schedule  is  for  comparison  purposes  only.     ProPAC  does 
not  use  the  formal  government  system  of  grading  and  salaries. 
Each  salary  is  negotiated  individually  following  ProPAC 's 
personnel  policies  and  procedures  and  job  descriptions. 

2The  statute  requires  that  Commissioners  be  paid  for  the 
time  they  devote  to  Commission  business.     The  meeting  time  of  the 
17  Commissioners  equals  2  FTEs.     This,  added  to  the  26  staff, 
yields  28  FTEs. 
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SALARIES  AND  EXPENSES 
Object  Classification  fin  thousands  of  dollars) 


95-3400-0-1-551 

1990 

1991 

1992 

Actual 

Estimate 

Proposed 

Personnel  Compensation : 

1, 030 

1, 268 

1,390 

11.3  Other  than  full-time 

permanent  .......... 

84 

110 

135 

11*9      Total  personnel 

1,114 

1, 378 

1,  525 

12.1  Personnel  benefits: 

259 

305 

327 

21.0  Travel  and  transportation 

88 

103 

114 

22.0  Transportation  of  things. 

0 

0 

0 

23.1  Standard  level  user 

150 

157 

174 

23.2  Communications,  utilities 

435 

492 

515 

24.0  Printing  and  reproduction 

75 

80 

84 

1,303 

1,310 

1,418 

26.0  Supplies  and  material  ... 

23 

30 

33 

20 

20 

20 

99.9           Total  obligations  .. 

$3,467 

$3,875 

$4,210 
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ProPAC's  Extramural  Research  Projects 
Attachments  A-D 
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Fiscal  Year  1987  -  Completed  Projects 
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ATTACHMENT  A 
EXTRAMURAL  RESEARCH  PROJECTS 
FISCAL  YEAR  1988 


1.  RESEARCH  PROJECTS 

2.  Change  In  Case  Mix  ft  Patient  Complexity 

Methodology  for  Measuring  Case-Mix  Change 

ProPAC  assisted  HCFA  in  a  medical  record  reabstr action  study.  The  purpose  of  this  study  was  to 
develop  a  method  to  distinguish  case-mix  increases  caused  by  changes  in  coding  practices  from 
changes  in  treatment  patterns  and  patient  mix.  K  also  provided  information  for  developing  and 
refining  alternative  ongoing  data  collection  methods  to  monitor  case-mix  change  over  time.  The 
Commission  provided  $100,000  toward  the  funding  of  this  project  in  addition  to  support  in 
designing,  implementing,  and  monitoring  the  study. 

6.    Incremental  Costs  of  Inpatient  Care 


Construction  of  an  Inpatient  Daily  Cost  Data  Base 

The  purpose  of  this  contract  was  to  obtain  hospital  daily  data  to  support  ProPAC's  study  of 
incremental  costs. 


Co-funded  with  HCFA 
The  RAND  Corporation 
Completed 


Shared  Medical  Systems 
Corp. 


Completed 


7.    Medicare  Parts  A  and  B  Data  Base  Linkage  Abt  Associates  Inc. 

The  objectives  of  this  research  project  were:  1)  To  identify  and  evaluate  the  various  data  bases  for  Completed 
Medicare  Parts  A  and  B  records  that  would  provide  information  to  support  ProPAC's  analytic  needs 
on  care  provided  by  hospitals  (inpatient  and  outpatient),  SNFs,  HHAs,  physicians,  suppliers,  and 
other  providers;  and  2)  To  develop  a  process  of  linking  Parts  A  and  B  data  bases. 

The  development  of  a  linked  data  base  is  a  first  stage  In  a  number  of  analytic  activities  underway  at 
ProPAC  (e.g.,  targeted  studies,  medical  practice  patterns,  and  beneficiary  cost-sharing).  A  linked 
data  base  will  allow  an  in-depth  analysis  of  total  Medicare  Parts  A  and  B  program  and  beneficiary 
costs  related  to  an  episode  of  care  centered  around  hospital-based  care  or  care  received  in 
alternative  sites.  The  data  base  will  also  be  used  to  examine  services  received  by  a  beneficiary 
throughout  an  episode  of  care. 


II.  TASK  ORDER  CONTRACTS 

1.    Research  Support  Services  SysteMetrics,  Inc. 

Analysis  of  Hospital  Sensitivity  to  ORG  Price  Variations  In  the  Medicare  Prospective  Payment  System  Completed 

This  study  provided  information  on  whether  hospital  behavior  in  rendering  care  and  assigning 
resources  is  sensitive  to  differences  between  hospital  costs  and  PPS  prices.  The  Contractor 
conducted  interviews  with  health  care  consultants  and  hospital  administrators  to:  identify  the  extent 
and  objectives  of  hospital  strategies  to  concentrate  in  or  discontinue  selected  services,  assess 
whether  these  strategies  are  in  direct  response  to  variations  in  the  DRG  prices  or  other  factors 
influencing  hospital  management,  and  examine  the  use  of  product  line  management  and  service 
costing  in  hospitals'  response  to  DRG  price  variations. 
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Refinement  of  Measure  of  Complexity  of  Illness  Within  DRGs 

This  task  order  was  a  follow-on  to  an  earlier  project  on  developing  a  measure  of  within-DRG  case- 
complexity  change.  Case-complexity  change  was  measured  by  applying  Patient  Management 
Categories  (PMCs)  and  Disease  Staging  Categories  to  Medicare  patient  data  that  had  already  been 
grouped  by  ORG.  The  results  from  the  initial  task  order  are  consistent  with  previous  work  on  case- 
compiexrty  change.  The  Contractor  applied  the  methodology  to  1987  data,  estimated  the  Impact  of 
i  the  measure,  and  analyzed  the  strengths  and  weaknesses  of  the  measure. 


Completed 


Treatment  of  Certain  Hospital  Labor  Expenses  In  the  PPS  Market  Basket 

This  task  order  examined  certain  hospital  labor  expenses  not  directly  measured  by  the  PPS  market 
basket  (contract  labor,  employee  bonuses,  recruitment  costs,  employee  benefits,  overtime  and  part- 
time  employment,  and  changes  in  employee  skill  mix).  The  project  examined  how  these  costs  are 
currently  measured  in  the  market  basket  It  also  examined  changes  in  these  expenses  between 
1985  and  1988.  The  study  also  included  estimates  of  the  effect  these  labor  expenses  might  have  on 
market  basket  increases  if  these  labor  expenses  were  directly  measured  in  the  market  basket  wage 
component.  The  study  also  included  a  description  of  how  the  Average  Hourly  Earnings  for  Non- 
Supervisory  Hospital  Workers  and  the  Employment  Cost  Index  for  Hospitals  are  calculated.  A  small 
survey  of  hospitals  was  used  to  collect  some  of  the  information. 


Completed 


2.    Technology  Analysis  Support  Services 

The  Impact  of  DRG  Grouper  Changes 


Project  HOPE 
Completed 


There  have  been  many  changes  in  DRG  Grouper  logic  since  the  implementation  of  PPS.  These 
changes  would  affect  comparisons  of  volumes  of  DRGs  and  hospital  case-mix  indexes  over  time.  In 
this  task  order  the  Contractor  first  catalogued  the  Grouper  changes  and  developed  a  reference  used 
in  analyzing  patient-level  data.  The  Contractor  then  estimated  the  impact  of  the  changes  on  the 
distribution  of  patients  across  DRGs. 


Acute  Myocardial  Infarction  -  Payment  Issues  Completed 

The  purpose  of  this  study  was  to  examine  new  technologies  and  changing  practice  patterns 
affecting  the  DRGs  for  myocardial  infarction.  The  Contractor  surveyed  hospital  pharmacies  to 
determine  the  extent  of  use  of  thrombolytic  agents.  With  the  results  of  this  survey,  the  Contractor 
Identified  hospitals  using  thrombolytic  agents  on  a  significant  number  of  Medicare  patients.  A 
second  more  detailed  survey  attempted  to  identify  changing  practice  patterns  associated  with 
thrombolytic  use.  Finally,  the  Contractor  created  a  model  to  project  the  impact  of  these  changes  on 
Medicare  costs. 


The  Impact  of  Scientific  and  Technological  Advances  on  Medicare  Inpatient  Hospital  Costs  per  Case  Completed 
ft*  FY  1990 

This  task  order  updated  previous  analyses  of  this  issue  by  identifying  emerging  technologies  and 
changes  in  the  use  of  existing  technologies  likely  to  have  a  large  impact  on  Medicare  inpatient 
operating  costs.  The  Contractor  examined  the  literature  on  medical  technologies  and  innovations 
and  performed  a  telephone  query  of  sources  in  the  medical  and  industry  communities  to  determine 
the  list  of  technologies.  The  findings  were  analyzed  in  light  of  estimates  from  fiscal  year  1989.  The 
Commission  used  the  new  estimates  in  determining  the  fiscal  year  1990  update  factor  for  PPS  and 
P PS-excluded  hospitals. 


III.  SMALL-SCALE  PROJECTS 

The  Commission  awarded  smaller-scale  contracts  to  support  its  PPS-related  analyses.  The  projects 
were  short-term  empirical  and  background  studies  with  very  specific  objectives.  The  use  of  smaller- 
scale  projects  allows  ProPAC  to  make  best  use  of  experts  that  possess  unique  knowledge,  skills,  or 
data. 
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Data  on  Alternative  Financing  and  Delivery  Mechanisms 

The  purpose  of  this  small  contract  was  to  update  information  on  the  growth  of  alternative  sites  of 
care  including  physician  offices/group  practices,  ambulatory  surgery,  home  health  care,  and 
hospice.  Relevant  industry  and  professional  organizations  were  contacted  and  asked  to  provide 
data  on  the  number  and  types  of  facilities  in  operation  and/or  the  number  of  patients  treated. 

Use  of  DRGs  bv  State  Programs  and  Blue  Cross/Blue  Shield 

The  Contractor  surveyed  states  to  identify  programs  that  were  initiated  primarily  to  contain  or 
manage  hospital  or  total  health  care  expenditures.  Medicaid  program  and  all-payer  initiatives  were 
examined.  The  Contractor  provided  a  table  that  grouped  the  programs  by  type  and  described  the 
major  components  of  each  as  used  in  the  individual  states. 

The  Relationship  Between  Hospital  Capital  Costs  and  Occupancy  Rates 

The  Contractor  updated  an  earlier  analysis  of  the  relationship  between  occupancy  rates  and 
Medicare  capital  costs.  Multiple  regression  analysis  was  used  to  control  for  factors  such  as  wage 
index,  case  mix,  and  disproportionate  share  status.  The  results  were  used  in  the  Commission's 
Congressional ly  mandated  report  on  an  occupancy  adjustment  to  capital  payments. 

Private  Sector  Cost  Containment  Efforts 

The  Contractor  surveyed  third  party  payers  (private  industry,  commercial  insurers,  and  Blue 
Cross/Blue  Shield)  to  identify  programs  to  control  or  manage  hospital  costs.  Examples  included 
corporate  sponsored  screening  programs,  wellness  programs,  second  opinion  programs,  and 
increasing  insurance  deductibles  and  copayments.  The  Contractor  reported  on  these  efforts  and 
provided  information  on  estimated  savings  from  these  programs. 

The  Feasibility  of  Conducting  a  Maior  Research  Project  on  Changes  In  Hospital  Staffing 

The  Contractor  reported  on  the  feasibility  of  conducting  a  major  research  project  on  changes  in 
hospital  staffing.  The  Contractor  focused  on  methods  to  obtain  information  on  the  relationship 
between  prospective  pricing  and  changes  in  hospital  employee  numbers  and  mix,  and  labor 
expenses.  The  Contractor  considered  various  research  methods  including  analysis  of  existing  data, 
original  data  collection,  interviews,  and  ease  studies. 

Assigning  Hospitals  to  Urbanized  Areas  Within  MSAs 

The  Contractor  prepared  a  report  that  will  provide  detailed  step-by-step  instructions  for  assigning 
hospitals  within  MSAs  to  urbanized  areas  as  defined  by  the  Census  Bureau.  This  report  builds  on 
previously  completed  work  conducted  by  Abt  Associates  "Improving  the  Definition  of  Hospital  Labor 
Market  Areas  and  Wage  Indexes.'  This  report  is  necessary  to  respond  to  technical  implementation 
issues  raised  by  the  Secretary  in  response  to  ProPAC's  recommendation. 

Feasibility  Study  Using  SMS  Data  for  Incremental  Cost  Study 

The  Contractor  conducted  a  feasibility  study  to  determine  if  its  data  could  be  used  in  ProPAC's 
study  on  the  incremental  costs  of  inpatient  care.  The  Contractor  addressed  whether  it  is  possible  to 
create  a  "daily  bill'  file  for  each  patient  Preliminary  work  done  by  SMS  indicates  that  this  is 
possible  for  most  patients. 

The  Feasibility  of  a  Maior  Research  Project  on  the  Quality  of  Care  of  Specified  Procedures 

The  Contractor  reported  on  the  feasibility  of  conducting  a  major  research  project  to  describe  and 
compare  patients,  quality  of  care  and  outcomes  for  surgical  procedures  that  have  been  shifting  from 
inpatient  to  ambulatory  settings.  The  Contractor  focused  on  study  designs,  methods  and  selection 
of  variables  as  they  relate  to  cataract/lens  procedures  performed  in  inpatient,  outpatient,  and 
ambulatory  surgery  settings. 


InterStudy,  Inc. 
Completed 


Research  Triangle  Institute 
Completed 


Gerard  F.  Anderson 
Completed 


Health  Insurance 
Association  of  America 


Completed 


Ph.D. 


Completed 


Abt  Associates,  Inc. 
Completed 


Shared  Medical  Systems 
Corp. 


Completed 

George  Goldberg 
Completed 
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IV.  COMPUTER  SUPPORT  SERVICES  On.hc. 

The  Commission  contracted  for  computer  programming  services  to  support  its  intramural  research.  Completed 
Trie  database  development  and  statistical  programming  included  updating  ProPAC's  PPS  payment 
simulation  model,  recalibrating  the  ORG  weights,  outlier  payment  policy,  specialty  hospitals,  hospital 
operating  margins,  analyzing  the  ORG  classifications  and  weights,  and  studying  the  effects  of  PPS 
on  quality  of  care. 

V.  DATA  ACQUISITION 

The  Commission  committed  part  of  its  research  budget  to  the  acquisition  of  additional  hospital  and  Completed 
patient  data  to  support  its  Intramural  analyses  of  PPS  issues.  These  databases  included  AHA 
annual  and  panel  surveys;  National  Hospital  Discharge  Survey,  1986;  and  Patient  Management 


VI.  TECHNICAL  ADVISORY  SUPPORT 

The  Commission  continued  to  seek  the  advice  of  technical  experts  in  the  field  regarding  PPS  issues.  Completed 
Among  other  areas,  ProPAC  obtained  technical  services  regarding  the  Medicare  Cost  Report  and 
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ATTACHMENT  B 
EXTRAMURAL  RESEARCH  PROJECTS 
FISCAL  YEAR  19W 


I.    RESEARCH  PROJECTS 


(D 
FY  1987 


2.    Chang*  In  Cm  Mb  ft  Patent  Complexity 

Measuring  Component!  of  Case-Mix  Change 

This  study  is  a  replication  of  a  previous  study  of  real  case-mix  index  change.  R  is  being 
by  the  RAND  Corporation  and  funded  through  RAND'*  Hearth  Policy  Center  cooperative 
with  HCFA,  with  financial  and  technical  assistance  from  ProPAC.  The  project  has  two 
the  estimation  of  components  of  the  change  in  the  Medicare  case-mix  index  (CMI) 
and  FY  1988,  using  Super  PRO  data;  and  (2)  the  estimation  of  the  change  in  the  CMI  that  would 
have  taken  place  had  the  revised  DRGs  developed  by  Yale  University  been  in  effect  in  FY  1987  and 
FY  1988  and  the  estimation  of  the  components  of  that  change. 

7.  Medicare  Parts  A  and  B  Data  Base  Linkage 

Continuation  of  study,  second  year  funding. 

8.  Hospital  Cost  Variations  Under  PPS 

Hospital  PPS  operating  costs  per  case  have  substantially  increased  from  the  first  to  the  third  year  of 
PPS.  Estimates  indicate  that  this  increase  was  in  excess  of  10  percent  per  year.  Although  volume 
declines  account  for  some  of  this  increase,  there  are  other  factors  that  are  contributing  to  this 
change.  This  study  examined  variation  in  hospital  costs  to  identify  the  factors  related  to  the 
changes  in  costs  per  case  during  the  1980's  with  specific  attention  to  hospital  staffing,  patient 
volume,  and  revenues.  This  study  provided  ProPAC  with  a  better  understanding  of  why  hospital 
costs  vary  across  hospital  types  as  well  as  over  time.  Special  emphasis  was  placed  on  assessing 
the  influence  of  federal,  state,  and  other  programs  on  cost  variations. 

9.  Assessment  of  the  Accuracy  of  Cost  Measures  Derived  from  Medicare  Cost  Report  Data 

This  study  will  identify  the  extent  to  which  Medicare's  cost  finding  methods  distort  the  costs  of 
treating  program  beneficiaries.  It  will  focus  on  determining  the  accuracy  of  costs  at  various  levels  of 
detail  (e.g.,  aggregate  Medicare  cost  per  case,  departmental  costs,  cost  per  case  by  DRG)  and  the 
comparability  of  cost  data  for  different  hospital  groups.  The  accuracy  of  MCR  cost  measures  will  be 
assessed  by  simulating  the  effects  of  several  changes  in  the  cost  finding  technique  (e.g.,  multiple 
allocation  in  place  of  the  step-down  method)  and  by  comparing  costs  derived  from  advanced 
hospital  cost  accounting  systems  to  those  from  the  MCR  cost  finding  methodology. 

The  study  is  intended  to  improve  the  usefulness  of  cost  report  data  for  setting  Medicare  payment 
policy.  The  results  are  expected  to  suggest  ways  that  Medicare  cost  data  could  be  adjusted  to 
more  accurately  reflect  the  cost  of  treating  beneficiaries,  and  in  the  longer  term  may  also  contribute 
to  recommendations  regarding  cost  report  design. 


Co-funded  with  HCFA 
The  RAND  Corporation 
Ongoing 


Abti 
Completed 

Georgetown  University 
Center  for  Health  Policy 


Center  for  Health  Policy 
Studies.  Inc. 

Ongoing 


II.  TASK  ORDER  CONTRACTS 


Urban  and  Rural  Cost  Differences 

The  reasons  for  differences  in  urban  and  rural  hospital's  costs  per 
current  research  in  this  task  order.  Specifically,  the  Contractor 
of  rural  hospitals  compared  with  urban  hospitals  and  suggested  areas 


was  synthesized  fi 
the  basis  for  the  I 


Syste  Metrics,  Inc. 
Completed 
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Nonlabof  Adjustment 

The  Contractor  examined  the  data  available  on  regional  variation  in  hospital  nonlabor  costs.  These 
data  were  analyzed  across  geographic  regions  for  evidence  of  non labor  cost  variation  and  then 
combined  with  data  on  each  nonlabor  component's  share  of  the  total  hospital  market  basket  The 
results  of  this  task  order  were  used  in  ProPAC's  Congressional ty  mandated  report  on  the 
appropriateness  and  feasibility  of  implementing  a  nonlabor  adjustment  to  the  standardized 
amounts. 


Alternative  Hospital  Market  Area  Definitions 


Completed 


This  task  order  identified  alternative  methods  for  defining  hospital  market  areas  used  In  the  literature 
and  by  researchers.  The  project  Included  a  detailed  description  of  the  methodology  and  data  used 
to  develop  these  alternative  hospital  market  areas.  R  also  included  an  evaluation  of  the  potential 
strengths  and  weaknesses  of  each  approach  for  defining  hospital  product  markets,  defining  hospital 
labor  markets,  and  identifying  areas  with  access  problems. 


Explaining  Differences  In  Costs  Between  Hospital  Outpatient  Departments  and  Free  Standing 
Ambulatory  Centers 


Completed 


This  project  provided  information  to  support  ProPAC's  work  on  alternative  payment  policies  for 
outpatient  services.  The  task  order  had  several  parts.  First,  a  literature  review  was  conducted  that 
identified  factors  that  explain  differences  in  costs  between  outpatient  departments  and  free  standing 
ambulatory  centers  and  documented  the  extent  to  which  they  account  for  cost  differences.  A  list  of 
factors  were  then  developed  from  this  work;  the  factors  were  ordered  from  most  significant  to  least 
significant.  Also,  the  Contractor  recommended  approaches  to  measuring  the  extent  to  which  each 
factor  explains  cost  variations  and  the  types  and  sources  of  data  that  would  be  required.  Finally, 
assessments  of  the  feasibility  of  acquiring  data,  acquisition  costs,  and  problems  providers  would 
face  in  collecting  and  reporting  data  were  presented. 


2.    Technology  Analysis  Support  Services  Project  HOPE 

Estimating  the  Impact  of  Scientific  and  Technological  Advances.  Monitoring  Growth  in  Free  Standing  Completed 
Ambulatory  Centers,  and  Assessing  Technology  and  Ambulatory  Services 


This  task  order  updated  previous  analysis  of  the  impact  of  emerging  technologies  on  Medicare 
inpatient  operating  costs.  The  Contractor  also  examined  the  growth  in  alternative  sites  of  care  such 
as  ambulatory  surgery  centers  and  home  health  agencies.  The  impact  of  technology  changes  on 
the  growth  of  these  sites  of  care  were  also  estimated. 


Physician  Credentiallno 


Completed 


This  task  order  examined  the  nature  and  extent  to  which  different  types  of  health  care  facilities 
selectively  grant  privileges  to  perform  surgical  and  other  procedures  to  practicing  physicians. 
Informal  telephone  interviews  were  conducted  with  medical  professional  organizations  on 
information  on  the  existence  and  impact  of  professional  society  guidelines  for  credentialing.  The 
credentials  required  for  privileges  by  ambulatory  surgery  centers  were  compared  to  those  for 
hospital  inpatient  and  outpatient  surgery  departments.  Areas  where  existing  processes  may  need  to 
be  strengthened  were  identified. 


III.  SMALL-SCALE  PROJECTS 

The  Commission  awarded  smaller-scale  contracts  to  support  its  PPS-related  analyses.  The  projects 
were  short  term  empirical  and  background  studies  with  very  specific  objectives.  The  use  of  smaller- 
scale  projects  allows  ProPAC  to  make  best  use  of  experts  that  possess  unique  knowledge,  skills,  or 
data.  The  topics  studied,  like  the  task  orders,  flow  from  the  Commission's  analytic  agenda  and  the 
decisions  for  major  research. 
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Derived  from  AHA  and  K*CR  Data, 


Past  analyses  by  ProPAC  and  HCFA  have  documsntad  that  tha  national  average  total  margin 
darivad  from  tha  Medicare  Cost  Raport  (MCR)  la  systematically  hlghar  than  tha  aama  statistic 
darivad  from  tha  Amarican  Hospital  Association's  (AHA)  Panel  Survey.  The  Contractor  compared 
total  margins  data  from  the  MCR  and  AHA  Annual  Survey.  The  Contractor  matched  data  on  a 
hospital-specific  basis  for  the  same  period.  After  the  results  of  this  matching  process  were  reported, 
the  Contractor  conducted  a  telephone  survey  of  40  hospitals  for  which  a  signrfioarrt  discrepancy  in 
margin  values  was  found,  to  determine  the  reason(s)  for  the  discrepancy.  The  Contractor  also 
calculated  average  margins  by  hospital  group  (particularly  urban/rural  and  teaching/non-teaching) 
from  the  AHA  Panel  Survey. 


Completed 


Chanoea  In  Hospital  Productivity 

This  contract  updated  earlier  work  on  hospital  productivity  trends.  The  Contractor  updated  data 
from  the  AHA  Monitrend  series  to  identify  trends  for  specific  subgroups  of  PPS  hospitals.  The 
Contractor  also  updated  data  from  the  AHA  Annual  Survey  to  identify  measures  of  labor  productivity 
for  PPS  and  PPS-exduded  hospitals.  These  analyses  were  used  by  the  Commission  in  deciding  the 
fiscal  year  1990  update  factor  for  PPS  and  PPS-exduded  hospitals. 


Health  Economics 
Inc. 


Completed 


Hospital  Closures  1980  Through  1988 

This  project  was  directed  at  belter  understanding  the  characteristics  of  hospitals  that  closed,  the 
factors  leading  to  closure,  and  the  effect  of  such  closures  on  availability  of  care  in  selected  service 
areas.  Closures  occurring  since  1980  were  examined.  AHA  Annual  Survey  and  Medicare  Cost 
Report  data  were  used  for  the  analyses. 


i  University 
Center  for  Health  Policy 


Completed 


Medicare  Beneficiary  Demographics 


The  Contractor  reviewed  trends  In  mortality  and  life  expectancy  aa  a  basis  I 
changing  demographic  structure  of  the  population  and  future  projections  of  an  aging  population. 
The  Contractor  also  examined  health  status,  incidence  of  acute  conditions,  and  chronic  illness 
trends.  These  morbidity  patterns  were  discussed  in  terms  "rf  the  Impact  of  an  aging  population  on 
the  medical  care  system  at  the  national  level.  Where  possible,  financing  of  services  specific  to  the 
Medicare  program  were  described.  A  brief  review  of  projections  of  the  supply  of  health  care 
practitioners  in  the  context  of  an  aging  population  were  also  included  under  this  contract 


University  of  California, 
San  Francisco 


Completed 


State  Hospital  Payment  Systems 

A  section  on  state  hospital  payment  systems  is  included  in  chapter  6  (Hearth  Expenditures, 
Financing,  and  Payment)  of  the  June  Impact  report  The  Contractor  identified,  collected, 
synthesized,  and  summarized,  from  existing  data  sources,  irrformation  on  state  systems  for  paying 
for  hospital  inpatient  and  outpatient  services.  Of  particular  interest  were  states  with  prospective 
systems  and  those  that  use  DRGa  and  other  case  mix  systems.  Capitated  payment  systems  and 
uncompensated  or  indigent  care  programs  were  also  Included  in  this  effort  Finally,  the  Contractor 
discussed  how  states  are  adjusting  to  the  changes  mandated  by  the  Catastrophic  Health  Act 


Intergovernmental  Health 
Policy  Project 


Assignment  of  Patient  Management  Categories  fPMCai  to  Medicare  Patient  Records 

The  Contractor  assigned  up  to  five  (5)  Patient  Management  Categories  (PMCs)  to  each  Medicare 
patient  record  provided  by  ProPAC.  The  patient  records  were  from  a  10  percent  sample  cohort  of 
hospitals  during  fiscal  years  1984, 1965,  and  1986.  There  were  approximately  1  million  patient 
records  for  each  fiscal  year,  for  a  total  of  about  3  million  patient  records.  The  resulting  data  set  was 
used  in  the  task  order  to  develop  a  measure  of  within  ORG  case-complexity  change. 


Pittsburgh  Research 
Institute 


Private  Sector  Cost  Containment  Efforts  -  Follow-up 

The  Contractor  surveyed  third  party  pavers  (private  industry,  commercial  insurers,  and  Blue 
Cross/Blue  Shield)  to  identify  programs  to  control  or  manage  hospital  costs.  The  Contractor 
reported  on  these  findings  and  provided  information  on  estimated  savings  from  these  programs. 
This  was  s  follow-up  to  previous  work  that  was  reported  in  the  June  report 


Health  Insurance 
Association  of  America 

Completed 
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Forecasts  for  Alternative  Prospective  Payment  System  Market  Baskets 

The  Contractor  developed  PPS  hospital  market  basket  forecast*  under  four  alternative  market  basket 
constructions  provided  by  ProPAC.  These  market  basket  forecasts  required  the  Contractor  to 
develop  a  methodology  and  models  for  forecasting  changes  in  employee  compensation  for  ten 
different  Employment  Cost  Index  compensation  series  (ECJ-C).  The  forecasts  were  used  to  assist 
the  Commission  in  its  deliberations  in  making  a  market  basket  recommendation. 

Review  of  ProPAC's  Methodology  for  Measuring  Hospital  Productivity 

The  Contractor  thoroughly  documented  the  existing  data  and  methodologies  for  measuring 
productivity.  This  will  help  ProPAC  develop  its  internal  capability  to  measure  productivity,  for  use  in 
setting  the  Discretionary  Adjustment  Factor.  The  Contractor  also  assisted  ProPAC  in  adapting  to 
fundamental  changes  in  the  design  of  the  AHA's  Monitrend  system  used  for  the  analysis. 

Hospital  Closures  1980  Through  1988  -  Follow  Up 

This  is  a  continuation  of  ProPAC's  Closures  Analysis  using  AHA  Annual  Survey  and  Medicare  Cost 
Report  data.  Characteristics  of  hospitals  that  closed  between  1980  and  1988  will  be  studied, 
comparing  them  to  comparable  open  hospitals.  In-depth  financial  analysis  using  the  Medicare  Cost 
Report  and  service  provision  analysis  using  the  AHA  Annual  Survey  will  be  performed.  Urban 
hospital  closures  and  rural  hospital  closures  will  be  studied  separately  and  compared  where 
appropriate.  If  resources  allow,  the  Area  Resource  File  will  be  used  to  examine  specific  factors 
pertaining  to  the  availability  of  care. 


Completed 


Frank  Gianfrancesco 
Completed 


University, 
Center  for  Health  Policy 


Ongoing 


IV.-V.  COMPUTER  SUPPORT  SERVICES  AND  DATA  ACQUISITION  ORI.  Inc. 

The  Commission  continued  to  contract  for  computer  programming  services  and  purchased  the  Completed 

necessary  data  to  support  its  intramural  research.  The  data  base  development  and  statistical 

programming  included  updating  ProPAC's  PPS  payment  simulation  model  and  analyzing  the  DRG 

classifications  and  weights.  Specific  intramural  project  areas  included  examinations  of:  indirect 

teaching  adjustment,  hospital  readmissions  and  transfers,  Medicare  Cost  Report  data,  and  hospital 

closures. 


VI.  TECHNICAL  ADVISORY  SUPPORT 

The  Commission  received  the  advice  of  technical  experts  regarding  patient  classification  systems  Completed 
than  can  be  used  in  outpatient  settings.  This  was  achieved  through  a  panel  presentation  and 
discussion  before  the  full  Commission. 


VII.  GRANTS 

1.    The  Relationship  Between  Declining  Occupancy  In  Rural  Hospitals  and  Per  Capita  Codman  Research  Group, 

Admission  Rates  and  Costs  of  Medical  Care  for  Medicare  Beneficiaries  in  Rural  Areas  Inc. 

The  study  documented  the  per-caprta  rates  of  use,  costs,  and  patient  destinations  for  all  admissions  Completed 

within  rural  regions  in  five  states,  and  contrasted  the  rural  and  urban  patterns  for  both  utilization  and 

case-mix.  The  study  determined  whether  the  declining  occupancy  levels  in  rural  hospitals  is 

attributable  to  declining  overall  use  rates  or  changes  in  the  destination  of  patients  living  in  those 

areas.  The  study  covered  Medicare  admissions  between  1984  and  1986  in  Texas,  Illinois,  Montana, 

Alabama,  and  northern  California. 
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ATTACHMENT  C 
EXTRAMURAL  RESEARCH  PROJECTS 
FISCAL  YEAR 


I.    RESEARCH  PROJECTS 

8.    Hospital  Cost  Variations  Under  PPS 


Continuation  of  study,  second  year  funding. 

9.  Assessment  of  the  Accuracy  of  Cost  Measures  Derived  from  Medicare  Cost  Report  Data 

Continuation  of  study,  second  year  funding. 

10.  Providing  Data  for  the  Medicare  Parts  A  and  B  Database 

Under  this  contract,  the  Contractor  is  evaluating  and  preparing  several  Medicare  files  for  use  in  the 
ProPAC  database.  The  original  database  contained  1986  data  and  this  effort  will  expand  it  to 
include  1988  data.  There  will  be  ten  files  added:  six  service  utilization  files,  three  provider  files,  and 
a  beneficiary  file.  The  Contractor  will  also  build  episode  files  pertaining  to  AMI  and  hip  fracture 

cases. 


Georgetown  University 
Center  for  Health  Policy 


Completed 


Center  for  Health  Policy 
Inc. 


Ongoing 

Abt  Associates,  Inc. 
Ongoing 


II.  TASK  ORDER  CONTRACTS 


Within  DRG  Case-Complexrtv  Change  -  Update  and  Distributional  Differences 

Case-mix  index  (CMI)  change  continues  to  be  a  major  contributing  factor  to  increases  in  hospital 
payments.  However,  it  is  still  a  poorly  understood  phenomenon.  The  Contractor  updated  the  within 
DRG  case-complexity  change  measures  developed  in  previous  studies.  The  Contractor  supplied 
descriptive  statistics  on  changes  in  numbers  of  comorbidities  and  secondary  diagnoses  coded, 
types  of  comorbidities  and  secondary  diagnoses  coded,  and  differences  across  hospital  types.  This 
data  will  be  useful  in  trying  to  understand  CMI  change. 

Sole  Community  Hospital  Market  Share  and  Market  Area 

One  of  the  requirements  for  sole  community  hospital  designation  is  that  the  hospital  must  meet  a 
requirement  for  market  share;  for  hospitals  located  between  25  and  35  miles  from  another  hospital, 
75  percent  of  Its  admissions  must  come  from  its  service  area.  This  task  order  investigated  existing 
alternative  definitions  of  market  share.  The  results  from  this  task  order  were  used  in  the  report  to 
Congress  on  payments  to  rural  sole  community  and  small  rural  hospitals. 


SysteMetrics,  Inc. 
Conriptotod 


Completed 


Within  DRG  Case-Complexity  Change,  1989  Ongoing 

The  Contractor  will  analyze  within  DRG  case-complexity  change  in  1989.  Patient  complexity  will  be 
measured  using  two  patient  classification  systems  -  disease  staging  and  patient  management 
categories.  This  task  order  is  a  replication  of  three  earlier  studies  by  the  Contractor.  It  will  provide 
information  for  setting  the  case-mix  change  update  recommendation  and  understanding 
distributional  differences  in  case-complexity  change  across  hospital  groups  and  DRGs. 
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Analyzing  Hospital  Performance  Under  PPS  Ongoing 

The  Contractor  will  provide  technical  advice  on  ProPAC't  intramural  analysis  of  hospital  winners  and 
losers  under  PPS.  This  will  include  a  review  of  the  research  questions  and  hypothesis,  statistical 


2.    Technology  Analysis  Support  Services  Project  HOPE 

jassifjeatjon  Systems  for  PPS-Exduded  and  Non-PPS  Providers  Ongoing 

Because  the  prospective  payment  system  (PPS)  for  hospital  inpatient  care  has  contributed  to 
decreased  growth  in  Medicare  payments  to  hospitals,  Congress  has  indicated  an  interest  in  studying 
the  applicability  of  alternative  prospective  payment  methods  for  providers  of  services  not  included 
under  PPS.  These  include  PPS-exduded  (psychiatric  and  rehabilitation  hospitals  and  distinct-part 
units,  and  children*',  long-term,  and  cancer  hospitals)  and  non-PPS  providers  (skilled  nursing 
facilities  and  home  health  agencies).  The  task  order  begins  ProPAC't  examination  of  systems  that 
attempt  to  measure  the  case  mix  or  resource  complexity  of  patients  treated  by  PPS-exduded  and 
non-PPS  providers.  The  project  will  involve  a  literature  review,  identification  of  potential 
classification  systems,  and  an  evaluation  of  each  system,  as  appropriate,  for  each  of  the  PPS- 
excluded  or  non-PPS  provider  types. 

Estlmatino  Changes  in  Medicare  Costs  from  Scientific  and  Technological  Advances  Ongoing 

ProPAC  includes  the  scientific  and  technological  advancement  allowance  (S&TA)  in  its  annual 
update  recommendation  to  reflect  the  costs  of  new  technology.  For  the  last  few  years,  the 
Contractor  has  conducted  literature  reviews,  interviews,  and  expert  assessments  to  assist  the 
Commission  in  making  its  estimates.  This  year,  another  study  is  planned  for  completion  by  the 
December  Commission  meeting.  The  project  will  build  upon  last  year's  comprehensive  study.  In 
that  study,  the  Contractor  reviewed  dozens  of  new  and  upcoming  drugs  and  devices  for  their 
potential  effects  on  Medicare  expenditures.  This  year,  the  Contractor  will  be  asked  to  assemble 
experts  to  describe  likely  changes  in  last  year's  S&TA  estimate.  The  results  of  this  study  will  give 
the  Commission  an  understanding  of  the  direction  and  order  of  magnitude  of  these  changes.  The 
revised  estimate  can  then  be  compared  to  estimates  of  the  effect  of  changes  in  hospital  productivity 
as  part  of  the  Commission's  review  of  the  Discretionary  Adjustment  Factor. 


III.  SMALL-SCALE  PROJECTS 

The  Commission  awarded  smaller-scale  contracts  to  support  its  PPS-related  analyses.  The  projects 
were  short  term  empirical  and  background  studies  with  very  specific  objectives.  The  use  of  smaller- 
scale  projects  allows  ProPAC  to  make  best  use  of  experts  that  possess  unique  knowledge,  skills,  or 
data.  The  topics  studied,  like  the  task  orders,  flow  from  the  Commission's  analytic  agenda  and  the 
decisions  for  major  research. 

Adjusting  the  Area  Waoe  Index  for  Occupational  Mix  The  Urban  Institute 

This  contract  provided  assistance  to  ProPAC  in  analyzing  the  need  for  an  occupational  mix  Completed 
adjustment  to  the  wage  index.  The  Contractor  reviewed  the  data  and  methods  for  the  intramural 
analysis  and  provided  technical  assistance  in  using  the  Census  and  AHA  data  files. 

Services  Provided  by  Hospitals  from  1980-1987.  An  Analysis  of  AHA  Annual  Surveys  Wrsten  tversen 

The  Contractor  analyzed  patterns  in  the  changing  levels  of  services  provided  by  different  groups  of  Completed 
hospitals  from  1980  to  1987.  AHA  Annual  Survey  data  were  used  to  examine  clusters  of  services. 
The  author  discussed  the  incentives  of  PPS  and  other  market  forces  in  bringing  about  these 
changes. 


Health  Care  Tax-Exempt,  Financing 

The  Contractor  provided  information  on  single  specialty,  general  acute  care,  hospital  equipment, 
nursing  and  life  home  facilities  on  all  initial  tax-exempt  bond  offerings.  Information  was  included  in 
the  June  1990  Report 


Securities  Data  Company 
Completed 
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Referral  Center  Definition 

Four  experts  in  the  fields  of  hospital  payment  and 
defining  referral  center  hospitals.  They  discussed 
and  the  data  available  to  assign  referral  center 
discussion  of  the  issues  addressed  in  their  reports. 

Moveable  Capital  Cost  Weights 


status.  They  then  participated 


patterns  produced  reports 
of  vark 

in  a  roundtable 


The  Contractor  used  Maryland  hospital  data  to  develop  relative  ORG  weights  based  on  moveable 
equipment  costs.  These  weights  were  compared  with  the  current  PPS  weights,  Maryland  charge- 
based  weights,  and  Maryland  operating  plus  moveable  equipment  weights.  This  was  to  determine 
the  appropriateness  of  using  the  current  PPS  weights  In  distributing  moveable  equipment  costs 
across  DRGs.  This  will  be  used  in  developing  the  Commission's  recommendation  on  capital 
payment  policy. 

Utilization  of  Inpatient  Hospital  Services  by  Rural  Medicare  Beneficiaries 

This  project  wili  update  an  earlier  study  by  the  Contractor  that  looked  at  beneficiary  access  to  care 
from  1984  through  1986.  The  updated  analysis  will  incorporate  1988  Inpatient  hospital  utilization 
rates.  This  study,  as  did  the  earlier  one,  examines  changes  in  inpatient  hospital  utilization  from  the 
beneficiary's  perspective,  rather  than  the  hospital's  perspective.  The  previous  study  found  that  per 
capita  admission  rates  fell  between  1984  and  1986  for  beneficiaries  living  in  both  urban  and  rural 
areas.  However,  admission  rates  were  higher  for  rural  beneficiaries  at  the  beginning  of  the  period 
and  remained  higher  even  though  their  rates  declined  more  rapidly. 

Measurement  of  Hospital  Uncompensated  Care  Costs  and  Other  Performance  Indicators 

The  Contractor  will  generate  descriptive  statistics  on  hospital  uncompensated  care  (the  sum  of 
charity  care  and  bad  debts).  The  data  are  from  the  AHA's  Annual  Survey  and  cover  1980  through 
1989.  The  cost  of  uncompensated  care,  in  absolute  terms  as  a  percentage  of  total  costs,  Is  being 
calculated  for  the  standard  PPS  and  PPS-excluded  hospital  groups.  Information  on  the  variability  of 
these  costs  is  also  being  developed. 


Ann  Hendricks,  Eric 
Larson,  Judith  Lave, 
H.  Gilbert  Welch 

Completed 


Kurt  F.  Price 
Completed 


Codman  Research  Group, 


Ongoing 


Ongoing 


Hospital  Capital  Acquisition  and  Financing 

Two  Contractors  reported  on  how  hospitals  decide  to  acquire  and  finance  new  capital.  They 
provided  information  on  how  these  strategies  affect  data  on  the  Medicare  Cost  Report  and  hospital 
financial  statements.  They  drew  upon  their  experiences  in  advising  hospitals  on  capital  projects  and 
acquisition  decisions.  This  information  was  used  in  evaluating  new  capital  payment  policies  and 
understanding  how  moveable  capital  expenditures  differ  from  fixed  expenditures. 


Ernst  &  Young  and 
T.  Giovanis  &  Co. 


Completed 


IV.-V.  COMPUTER  SUPPORT  SERVICES  AND  DATA  ACQUISITION  ARC  Professional  Services 

Group 

The  Commission  continued  to  contract  for  computer  programming  services  and  to  purchase  the 

necessary  data  to  support  its  intramural  research.  Intramural  analyses  included  examining  Completed 

characteristics  of  hospitals  that  are  doing  well  and  that  are  doing  poorly  under  PPS,  hospital 

outpatient  costs,  and  Medicare  beneficiary  expenditures  in  counties  with  a  hospital  that  closed.  The 

Commission  has  purchased  AHA  1990  Panel  Survey  data,  hard  copy  and  computer  disk;  American 

Hospital  Publishing,  Health  Care  Construction  Report  data;  Data  Resources,  Inc.,  market  basket 

forecast  services;  National  Technical  Information  Service,  Health  Interview  Survey,  1982  and  1988 

and  1988  National  Hospital  Discharge  Survey;  and  Office  of  Statewide  Health  Planning  and 

Development,  hospital  financial  data  for  California  on  magnetic  tape. 
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VI.     TECHNICAL  ADVISORY  SUPPORT 

The  Commission  received  the  advios  of  technical  exports  regarding  PPS  issues.  Experts  have  Completed 
provided  assistance  in  understanding  hospital  financial  ratios,  particularly  as  they  relate  to  asset 
utilization  efficiency:  developing  various  methods  for  designating  referral  center  hospitals;  and 
outlining  important  issues  related  to  Medicaid  hospital  payments.  Others  have  been  Technical 
Evaluation  Panel  members  to  evaluate  Requests  for  Proposals. 
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ATTACHMENT  D 
EXTRAMURAL  RESEARCH  PROJECTS 
FISCAL  YEAR  1M1 


I.  RESEARCH  PROJECTS 

Research  topic*  that  are  not  developed  as  major  projects  may  be  developed  as  small  scale  projects. 

II.  An  Examination  of  Winners  and  Losers  Under  Medicare's  I 


After  six  years,  there  is  still  much  that  is  not  known  about  what  determines  financial  success  or 
failure  under  PPS.  This  study  would  complement  intramural  analysis  of  the  available  data  on 
hospitals  that  have  had  consistently  high  or  low  PPS  operating  margins  to  describe  several 
prototypes  of  the  successful  or  unsuccessful  hospital.  This  project  would  involve  conducting  case 
studies  of  several  of  the  hospitals  identified  in  the  previous  phase,  to  obtain  more  information  on 
each  hospital's  management  approach,  services,  patients,  local  market  conditions,  and  the  role  of 
Medicare  versus  other  payers. 


Lewin/iCF,  Health  & 
Sciences  International, 
Inc. 

Ongoing 


II.  TASK  ORDER  CONTRACTS 
1.    Research  Support  Services 

Volume  Adjustments  for  Rural  Hospitals 


Abt  Associates  Inc. 
Under  Development 


This  project  will  be  used  to  gather  information  about  volume  adjustments  used  to  adjust  payments 
to  hospitals  by  state  Medicaid  programs.  Our  Contractor  will  survey  states  to  determine  the  number 
of  states  that  use  a  volume  adjustment,  how  the  adjustment  Is  calculated,  eligibility  requirements, 
whether  there  is  an  upper  and  tower  threshold  for  the  adjustment,  and  the  formula  used  to  calculate 
the  adjustment 


Case-Mix  Change  Panel  Under  Development 

ProPAC  annually  recommends  an  adjustment  to  the  update  factor  to  account  for  case-mix  change. 
This  adjustment  Is  based  on  limited  empirical  information,  changes  to  the  DRG  grouper,  and 
Commission  judgments  about  the  potential  for  changes  in  hospital  medical  record  coding  practices. 
Staff  need  to  reevaluate  the  theoretical  underpinnings  of  the  rationale  and  approach  for  this 
adjustment  It  will  do  this  by  convening  a  panel  of  experts  to  discuss  this  issue.  This  task  order  will 
be  to  help  select  these  experts  and  prepare  background  materials  for  the  panel  discussion. 

Counties  Where  the  Only  Hospital  Closed  Under  Development 

This  task  order  is  designed  to  address  some  questions  about  the  Impact  of  hospital  closure  on 
access  to  care.  The  distance  that  people  living  in  counties  where  the  only  hospital  closed  must 
travel  to  find  another  hospital  will  be  estimated.  The  presence  of  other  health  care  providers  in  the 
county  that  might  provide  alternate  points  of  entry  into  the  hearth  care  system  will  also  be 
documented.  The  same  information  will  also  be  collected  for  counties  that  have  never  had  a 
hospital. 


Hospital  Market  Areas  Under  Consideration 

This  study  would  evaluate  available  computer  software  packages  that  could  be  used  to  define 
hospital  market  areas.  The  analysis  would  examine  the  feasibility  of  modifying  these  computer 
packages  to  meet  specific  ProPAC  requirements. 
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III.  SMALL-SCALE  PROJECTS 

The  Commission  will  award  smaller-scale  contracts  to  support  its  PPS-related  analyses.  The 
projects  will  be  short  term  empirical  and  background  studies  with  very  specific  objectives.  The  use 
of  smaller-scale  projects  allows  Pro  P AC  to  make  best  use  of  experts  that  possess  unique 
knowledge,  skills,  or  data.  The  topics  to  be  studied,  like  the  task  orders,  will  flow  from  the 
Commission's  analytic  agenda  and  the  decisions  for  major  research. 

Cost  Shifting  Under  Consideration 

This  project  will  be  a  literature  review  of  studies  about  cost  shifting.  It  will  be  to  identify  the  factors 
associated  with  cost  shifting,  the  costs  most  likely  to  be  shifted,  and  the  payors  involved.  A 
description  of  the  approaches  to  measuring  cost  shifting,  the  types  and  sources  of  data,  and  the 
feasibility  of  acquiring  data  will  be  included  in  this  analysis. 


Sole  Community  Hospitals  Under  Consideration 

The  goals  of  this  project  will  be  to  develop  a  definition  of  sole  community  hospitals  based  on 
reasonable  access  to  care  for  Medicare  beneficiaries  and  a  continuous  adjustment  to  PPS 
payments.  Tasks  for  this  project  include  measuring  distances  between  hospitals,  confirming  their 
use  by  Medicare  residents,  developing  options  for  a  continuous  adjustment,  and  performing  a 
sensitivity  analysis  of  the  definition. 


Other  Hospital  Pavers  Under  Consideration 

A  contractor  will  collect  information  about  the  activities  of  private  insurers  to  control  health  care 
costs.  This  will  be  for  the  June  report. 


Medicaid  Payment  Policy  Under  Consideration 

A  provision  in  OBRA  90  required  Pro P AC  to  study  Medicaid  hospital  payment  rates.  The  purpose  of 
the  study,  due  October  1991,  is  to  analyze  Medicaid  hospital  rates,  compare  these  rates  with 
Medicare  rates,  and  study  the  relationship  between  Medicaid  hospital  payment  rates  and  the 
financial  condition  of  hospitals,  with  a  special  emphasis  on  hospitals  in  urban  areas  that  treat  large 
numbers  of  Medicaid  and  low-income  patients. 


Potential  research  topics  on  this  includes  a  survey  of  the  states.  This  survey  would  collect 
information  on  Medicaid  payment  methods  and  rates,  update  factors,  adjustments  if  present  and  the 
disproportionate  share  adjustment  formula,  rf  applicable.  Another  possible  undertaking  would  be  a 
hospital-level  study  examining  the  relationship  between  Medicaid  rates  and  the  financial  condition  of 
the  hospital.  A  more  comprehensive  study  would  compare  Medicaid  hospital  rates,  Medicare 
hospital  rates,  and  costs.  This  could  be  nationwide,  or  a  select  group  of  states,  or  a  select  group  of 
hospitals.  Additionally,  a  descriptive  survey  and  analysis  of  the  court  cases  involving  the  Boren 
Amendment  may  be  needed. 


IV.-V.  COMPUTER  SUPPORT  SERVICES  AND  DATA  ACQUISITION  ARC  Professional  Services 

Group 

The  Commission  continues  to  contract  for  computer  programming  services  and  to  purchase  the 

necessary  data  to  support  its  intramural  research.  Ongoing 

VI.     TECHNICAL  ADVISORY  SUPPORT 

The  Commission  continues  to  seek  the  advice  of  technical  experts  in  the  field  regarding  PPS  issues.  Ongoing 
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Thursday,  May  2,  1991. 
RAILROAD  RETIREMENT  BOARD 
WITNESSES 

GLEN  L.  BOWER,  CHAIRMAN 
CHARLES  J.  CHAMBERLAIN,  LABOR  MEMBER 
ANDREW  F.  REARDON,  MANAGEMENT  MEMBER 
KENNETH  BOEHNE,  CEO 

INTRODUCTION  OF  ASSOCIATES 

Mr.  Early.  The  committee  will  come  to  order. 

This  morning  we  are  going  to  hear  from  the  Railroad  Retirement 
Board,  Mr.  Glen  Bower.  Mr.  Bower,  will  you  please  introduce  the 
people  you  have  with  you,  and  proceed  in  any  way  you  would  like. 

Mr.  Bower.  Good  morning,  Mr.  Chairman.  I  am  Chairman  of  the 
Railroad  Retirement  Board  and  have  been  for  slightly  over  a  year. 
The  Board  membership  also  includes  Charles  J.  Chamberlain,  the 
Labor  Member  of  the  Board,  who  is  seated  to  my  right;  and 
Andrew  Reardon,  the  Management  Member  of  the  Board,  who  is 
seated  to  my  extreme  left;  and  seated  next  to  me  on  my  left  is  Ken 
Boehne,  our  Chief  Executive  Officer. 

REMARKS  OF  GLEN  L.  BOWER 

I  am  pleased  to  be  here  today  to  present  the  Administration's 
budget  proposals  for  fiscal  1992  for  the  Railroad  Retirement  Board. 
I  respectfully  ask  that  my  written  remarks  be  incorporated  into 
the  record,  and  I  would  like  to  take  a  few  minutes  to  just  summa- 
rize my  statement. 

It  is  my  understanding  that  at  the  conclusion  of  my  statement 
that  Mr.  Chamberlain  also  has  a  brief  statement  that  he  would  like 
to  read  into  the  record. 

PAYMENT  OF  BENEFITS  IN  FISCAL  YEAR  1990 

During  fiscal  year  1990,  the  Board  paid  7.2  billion  dollars  in  re- 
tirement and  survivor  benefits  to  approximately  950,000  annu- 
itants, and  $95,000,000  in  unemployment  and  sickness  insurance 
benefits  to  approximately  55,000  beneficiaries.  At  the  close  of  the 
fiscal  year  1990,  there  were  approximately  890,000  annuitants  re- 
ceiving monthly  benefits.  I  would  like  to  report  on  several  signifi- 
cant activities  which  have  taken  place  in  the  last  12  months. 

MANAGEMENT  REVIEW  OF  THE  RAILROAD  RETIREMENT  BOARD 

These  activities  have  given  rise  to  a  new  set  of  priorities  at  the 
Board,  priorities  which  I  hope  you  and  the  committee  will  support. 
Based  upon  various  GAO,  Railroad  Retirement  Board  Inspector 
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General  reports,  and  Board  Internal  Control  reports,  and  other 
sources,  the  Office  of  Management  and  Budget  launched  a  thor- 
ough review,  management  review,  of  our  agency  slightly  over  a 
year  ago. 

It  included  a  two-week  on  site  visit  by  a  20  member  review  team. 
The  review  team  drafted  a  set  of  recommendations  which  led  to  nu- 
merous and  extensive  discussions  between  OMB  and  the  Board  to 
evaluate,  analyze,  and  propose  solutions  to  the  problems  facing  the 
Board. 

A  set  of  initiatives  was  selected  and  has  been  incorporated  into 
an  agreement  between  OMB  and  the  Board.  The  agreement  has 
now  been  finalized. 

We  are  confident  that  the  long  hours  and  many  discussions  with 
OMB  officials  will,  indeed,  produce  significant  changes  at  the 
Board.  The  agreement  calls  for  this  year  creating  a  special  manage- 
ment improvement  fund  to  be  used  over  the  next  five  years.  This 
year's  budget  request  most  significant  enhancement  is  for  the  fund- 
ing of  these  improvements. 

We  recognize,  however,  that  without  the  support  of  the  Congress, 
the  OMB-RRB  contract  cannot  be  carried  out.  I  will  discuss  this 
proposal  in  just  a  moment. 

PROGRAM  INTEGRITY  ACTIVITIES 

In  the  area  of  program  integrity  activity  during  1990,  we  had 
continued  improvements.  Fiscal  year  1990  program  integrity  activi- 
ties include  investigating  uncashed  checks,  monitoring  earnings, 
matching  payroll  records  with  railroads  and  States,  and  performing 
other  types  of  monitoring  and  matching  functions  related  to  dis- 
ability, age,  and  death.  Some  results  of  our  fiscal  year  1990  pro- 
gram integrity  activities  are  detailed  in  my  written  statement. 

As  I  am  certain  you  know,  Mr.  Chairman,  the  Inspector  General, 
William  J.  Doyle,  and  his  staff,  continue  to  play  an  integral  role  in 
our  program  integrity  activities.  We  have  referred  numerous  cases 
for  investigation  to  the  Inspector  General,  and  in  fiscal  year  1990, 
we  referred  272  such  cases  to  that  office.  It  is  our  hope  that  the 
continued  crackdown  on  fraud  upon  our  programs  will  provide  a 
strong  deterrent. 

MAINFRAME  COMPUTER 

Funds  of  $2.89  million  were  provided  in  fiscal  year  1990  to  install 
and  fund  the  first  year  of  a  five-year  lease-to-purchase  procurement 
for  a  new  mainframe  computer.  The  General  Services  Administra- 
tion has  approved  the  delegation  of  procurement  authority.  We 
plan  to  have  the  new  computer  operational  by  this  summer.  The 
new  computer  will  enable  us  to  implement  several  priorities  of  our 
agency  and  to  improve  the  service  to  our  beneficiaries. 

FISCAL  YEAR  1992  APPROPRIATION  REQUEST 

I  would  like  to  summarize  now  our  1992  requests  and  highlight 
for  you  the  new  and  important  areas  of  funding.  As  mentioned  ear- 
lier, the  requested  increase  for  our  administrative  funds  over  1991 
is  primarily  due  to  the  $13,910,000  request  for  the  special  manage- 
ment improvement  plan  that  we  negotiated  with  the  Office  of  Man- 
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agement  and  Budget.  The  request  for  our  other  administrative  ac- 
counts will  also  increase  because  of  the  January  1991  pay  increase 
reflected  for  the  entire  1992  fiscal  year,  and  an  anticipated  pay 
raise  of  4.2  percent  in  January  of  1992,  increased  building  rental 
costs,  postal  rate  increase,  and  anticipated  increases  in  communica- 
tion systems  useage. 

More  funds  are  also  requested  in  1992  over  1991  for  contractual 
services  and  equipment.  Additional  equipment  funds  would  be  used 
primarily  to  acquire  additional  personal  computers,  computer  ter- 
minals and  auxiliary  equipment.  Therefore,  for  1992,  $105,210,000 
and  1,711  FTEs  are  requested  in  the  Administration's  budget  for 
our  agency. 

This  would  provide  $94,564,000  for  fiscal  year  1992  administra- 
tive expenses.  The  balance  of  the  appropriation,  $10,646,000  would 
be  obligated  to  fiscal  years  1993  through  1996. 

Inspector  General  Doyle  has  prepared  a  separate  justification  for 
audit  and  investigative  activities.  This  is  separate  from  the  funds 
we  are  requesting  to  administer  our  programs.  We  support  his 
budget  and  request  and  feel  strongly  that  his  appropriations  will  be 
dollars  well  spent. 

SPECIAL  MANAGEMENT  IMPROVEMENT  FUND 

Now,  to  the  Special  Management  Improvement  Fund,  which  I 
mentioned  earlier.  This  was  prepared  in  conjunction  with  the  OMB 
review.  I  would  like  to  briefly  discuss  the  highlights. 

BACKLOG  CASES 

Mr.  Chairman,  if  you  will  look  to  your  right  at  the  chart,  in  the 
area  of  claims  processing,  you  can  see  that  we  have  had  major 
backlogs,  and  under  this  plan,  backlog  adjustments  for  the  retire- 
ment and  survivor  cases  still  exist  but  would  be  attacked.  Concert- 
ed effort  by  a  sizeable  number  of  skilled  and  experienced  claim  ex- 
aminers is  needed  to  eliminate  the  backlog  in  the  next  few  years. 

The  solid  black  bars  indicate  the  FTEs  at  the  current  funding 
levels,  and  the  shaded  bars  indicate  at  the  enhanced  levels  the  rate 
at  which  the  backlogs  would  be  reduced.  Performance  objectives  for 
the  number,  accuracies,  and  time  lines  of  processing  these  cases 
have  been  agreed  upon  with  OMB. 

[Chart  follows:] 


43-425   0-91  30 


928 


housands  Backlog  Cases 
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DEBT  COLLECTION 

In  the  area  of  debt  collection,  the  Board  would  like  to  establish  a 
strong  executive  position  to  manage  the  board's  debt  collection  pro- 
gram. Also,  to  expand  the  use  of  debt  collection  agencies  and 
income  tax  offset  programs,  eliminate  a  backlog  of  unemployment 
insurance  cases  requiring  that  accounts  receivable  be  established, 
and  work  towards  other  debt  offset  programs  where  possible  and 
explore  and  use  other  collection  tools.  The  cost  of  these  debt  collec- 
tion enhancements  will  be  more  than  offset  by  the  increased  collec- 
tions. 

FRAUD  CONTROL 

In  the  area  of  fraud  control,  and  since  this  chart  was  prepared, 
just  a  few  weeks  ago,  it  is  already  out  of  date  in  just  the  last  few 
days. 

As  you  can  see  from  the  chart,  we  have  been  engaged  in  a 
number  of  wage  matches  with  other  States — with  the  various 
States.  As  of  October  1,  1990,  we  had  contracts  with  ten  States  that 
provided  automated  wage  matches  covering  about  48  percent  of  all 
railroad  employees.  As  of  yesterday,  we  had  27  States  under  con- 
tract that  will  cover  approximately  76  percent  of  all  railroad  em- 
ployees. 

It  is  our  goal  to  enter  into  agreements  with  each  of  the  50  States 
and  the  District  of  Columbia,  if  cost  effective,  and  as  soon  as  practi- 
cable 

[Chart  follows:] 
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Note.- Actual  number  of  States  added  will  depend  on  the  results  of  cost-benefit  analyses 
and  on  the  receipt  of  additional  resources. 
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TAX  ACCOUNTING 

In  the  area  of  tax  accounting,  the  internal  quality  assurance  re- 
ports documented  significant  problems  with  the  accuracy,  quality 
and  timeliness  of  the  tax  statements.  The  approximately  17  FTEs 
being  requested  in  fiscal  year  1992  for  this  activity  would  be  used 
to  reduce  the  backlog  of  individual  record  and  tax  statement  cor- 
rections and  maintain  balances  in  other  workload  categories  at  cur- 
rent levels  and  to  implement  improved  system  controls. 

TRUST  FUND  INTEGRITY 

In  the  area  of  trust  fund  integrity,  to  help  insure  that  the  correct 
amounts  of  taxes  are  credited  to  the  Board's  accounts,  the  Board 
performs  a  number  of  verification  checks.  We  have  also  requested 
additional  information  from  the  Internal  Revenue  Service  to  be 
able  to  further  reconcile  our  accounts. 

The  two  FTEs  being  requested  for  this  activity  in  fiscal  year  1992 
would  be  used  to  complete  the  compensation  reconciliation  sooner 
and  to  perform  further  reconciliation  activities  with  the  informa- 
tion to  be  obtained  from  the  IRS. 

Mr.  Chairman,  this  concludes  my  statement,  and  I  would  be 
happy  to  answer  any  questions  at  the  appropriate  time. 

As  I  indicated,  I  believe  Mr.  Chamberlain  has  a  statement  he 
would  like  to  enter. 

[The  statement  of  Mr.  Bower  follows:] 
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OPENING  STATEMENT  OF  GLEN  L.  BOWER,  CHAIRMAN 
ON  THE  ADMINISTRATION'S  BUDGET  PROPOSALS  FOR  THE 
RAILROAD  RETIREMENT  BOARD  FOR  FISCAL  YEAR  1992 

Good  morning  Mr.  Chairman  and  Members  of  the  Committee.    My  name  is 
Glen  L.  Bower.    I  am  the  Chairman  of  the  Railroad  Retirement  Board.    The  Board's 
membership  also  includes  Mr.  Charles  J.  Chamberlain,  the  Labor  Member  of  the 
Board,  and  Mr.  Andrew  F.  Reardon,  the  Management  Member  of  the  Board. 

I  am  pleased  to  be  here  today  to  present  the  Administration's  budget 
proposals  for  fiscal  year  1992  for  the  Railroad  Retirement  Board.    I  would  like  to 
begin  my  statement  with  a  brief  description  of  the  agency  functions  and 
operations. 

Background  on  the  Railroad  Retirement  Board 

The  Railroad  Retirement  Board  is  an  independent  agency  in  the  executive 
branch  of  the  Federal  Government,  administered  by  three  members  appointed  by  the 
President.    Our  primary  function  is  to  administer  retirement-survivor  and 
unemployment-sickness  insurance  benefit  programs  for  the  nation's  railroad  workers 
and  their  families,  under  the  Railroad  Retirement  and  Railroad  Unemployment 
Insurance  Acts.    We  also  have  administrative  responsibilities  for  certain  social 
security  benefit  payments  and  railroad  workers'  Medicare  coverage. 

To  accomplish  our  mission,  the  RRB  maintains  extensive  electronic  data 
processing  equipment  in  our  headquarters  and  a  network  of  field  offices.    The  RRB 
employs  data  processing  technicians,  field  representatives  to  take  claims,  and 
examiners  to  adjudicate  the  claims.    In  addition,  the  RRB  employs  actuaries  to 
predict  the  future  income  and  outlays  of  the  Railroad  Retirement  Account, 
statisticians  and  economists  to  provide  statistics  and  other  vital  data  necessary 
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for  financial  and  claims  operations,  and  attorneys  to  draft  and  interpret 
legislation  and  to  represent  the  RRB  in  litigation.    Internal  administration 
requires  a  procurement  staff,  a  budget  and  accounting  staff,  and  personnel 
specialists.    The  Board's  Inspector  General  employs  auditors  and  investigators  to 
protect  the  integrity  of  the  system.    His  budget  is  submitted  separately. 

During  fiscal  year  1990,  the  RRB  paid  $7.2  billion  in  retirement  and  survivor 
benefits  to  about  950,000  beneficiaries.    At  the  close  of  fiscal  year  1990,  there 
were  889,000  annuitants  receiving  monthly  benefits.    During  fiscal  year  1991,  the 
RRB  expects  to  pay  about  935,000  retirement  and  survivor  beneficiaries,  and  at  the 
close  of  fiscal  year  1991,  expects  to  have  875,000  regular  annuitants  receiving 
monthly  benefits.    Also,  the  RRB,  in  fiscal  year  1990,  paid  $95  million  in 
unemployment  and  sickness  insurance  benefits  to  about  55,000  beneficiaries. 
Financial  Status  of  the  Trust  Funds 

During  fiscal  year  1990,  revenues  to  the  railroad  retirement  accounts 
exceeded  expenditures  by  about  $806  million  and  the  equity  balance  of  the 
retirement  trust  funds  increased  to  $9.9  billion. 

I'm  also  pleased  to  report  that  the  equity  balance  of  the  Railroad 
Unemployment  Insurance  Account  improved  dramatically  during  fiscal  year  1990:  the 
deficit  balance  was  reduced  from  $275.9  million  to  $83.6  million  at  year  end.  The 
deficit  balance  originated  from  high  unemployment  in  the  early  1980's  which 
required  loans  to  the  Railroad  Unemployment  Insurance  Account  from  the  Railroad 
Retirement  Account.    We  project  that  the  loans  will  be  repaid  by  1994,  assuming 
there  is  no  major  change  in  railroad  employment.    In  addition,  the  experience- 
based  contribution  rates  provided  by  1988  legislation  are  expected  to  keep  the 
system  solvent. 
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Significant  Activities  in  1990 

0MB  Management  Review 

Based  upon  various  GAO  reports,  RRB  Inspector  General  reports,  RRB  internal 
control  reports,  and  other  sources,  0MB  launched  a  thorough  management  review  of 
our  agency.    It  included  a  2-week  on-site  visit  by  a  20-person  review  team.  The 
review  team  drafted  a  set  of  recommendations  which  led  to  numerous  and  extensive 
discussions  between  0MB  and  the  RRB  to  evaluate,  analyze,  and  propose  solutions  to 
the  problems  facing  the  RRB.    A  set  of  initiatives  was  selected  and  has  been 
incorporated  into  an  agreement  between  0MB  and  the  RRB.    The  agreement  will  be 
finalized  in  the  coming  weeks. 

The  RRB  recognizes  that  improvements  in  efficiency,  service,  and  overall 
management  are  necessary.    0MB  recognizes  that  additional  funding  to  support 
FTE's,  equipment,  and  other  services  are  necessary  to  achieve  these  improvements. 
The  agreement  between  0MB  and  the  RRB  spells  out  the  commitments  of  each  agency 
and  the  expected  accomplishments  over  the  next  5  years.    The  agreement  calls  for 
creating,  this  year,  a  Special  Management  Improvement  Fund  to  be  used  over  the 
next  5  years.    The  most  significant  enhancement  in  this  year's  budget  request  is 
for  the  funding  of  these  improvements.    We  recognize,  however,  that  without 
support  of  the  Congress,  the  OMB-RRB  contract  cannot  be  carried  out.    The  funding 
called  for  in  the  agreement  is  needed  to  transform  our  set  of  ideas  and  goals  into 
reality.    In  time,  our  beneficiaries  will  benefit  from  better  service,  and  our 
agency  will  benefit  from  increased  efficiency  and  productivity.    The  government, 
in  general,  will  benefit  from  a  smoother  running,  better  managed  agency. 
Legislation 

Under  the  Railroad  Unemployment  Insurance  and  Retirement  Improvement  Act  of 
1988  (P.L.  100-647),  we  implemented  the  first  phase  of  a  completely  new  experience 
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rating  system  for  determining  employers'  individual  contribution  rates  to  the 
unemployment  and  sickness  insurance  program  on  the  basis  of  benefits  paid  to  each 
railroad's  employees.    In  January  1990,  a  new  database  system  began  allocating 
unemployment  and  sickness  insurance  benefit  charges  and  credits  to  employers,  and 
in  June  we  began  notifying  employers  of  their  quarterly  cumulative  contributions 
and  benefit  charges.    Early  in  October,  we  calculated  an  experience-based 
contribution  rate  for  each  employer  applicable  to  compensation  payable  for  1991, 
and  provided  notice  to  each  employer  of  its  1991  contribution  rate  and  the 
components  used  in  its  computation. 

Experience  rating  under  the  Act  is  being  phased  in  over  a  3-year  transition 
period.    The  law  provides  that  an  employer's  tax  rate  for  1991  be  partially 
determined  by  the  employer's  experience  in  1990;  and  for  1992,  partially  by  the 
employer's  experience  in  1990  and  1991.    Full  experience  rating  will  be 
implemented  with  the  calculation  of  the  employer's  tax  rate  for  1993,  based  on 
experience  in  the  years  1990,  1991  and  1992. 
Service 

The  RRB  instituted  procedures  to  accept  annuity  applications  from  employees 
and  spouses  up  to  3  months  in  advance  of  their  planned  retirement  dates,  and  to 
file  their  applications  by  telephone.    Under  previous  rules,  applications  could 
not  be  filed  prior  to  an  individual's  retirement  date,  unless  the  application  was 
for  survivor  benefits;  and  most  applications  were  filed  in  person.    This  new 
policy  is  another  in  a  series  of  changes  we  have  made  to  reduce  the  time  it  takes 
to  initiate  railroad  retirement  benefit  payments  to  new  retirees.    Advance  filing 
will  allow  us  to  complete  the  processing  of  most  new  claims  by  a  person's 
retirement  date,  so  that  most  applicants  who  file  early  should  receive  all 
benefits  due  about  30  days  after  their  actual  retirement. 
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We  have  also  placed  high  priority  on  improving  annual  benefit/tax  information 
operations.    During  fiscal  year  1990,  the  annual  statements  of  benefit  payments 
issued  for  income  tax  purposes  were  redesigned  to  make  them  easier  for  annuitants 
to  read,  and  new  program  changes  were  put  into  operation  to  improve  the  accuracy 
of  statements  issued  in  1991. 

In  order  to  determine  how  well  the  needs  of  its  beneficiaries  are  being 
served,  the  RRB  conducted  its  first  Client  Satisfaction  Survey.    The  survey 
results,  finalized  in  April  1990,  showed  that  88  percent  of  the  respondents  rated 
our  service  as  good  to  very  good  and  90  percent  were  satisfied  with  the  manner  in 
which  their  most  recent  railroad  retirement  matter  was  handled. 
Program  Integrity  Activities 

During  fiscal  year  1990,  we  continued  to  make  improvements  in  our  program 
integrity  operations. 

Fiscal  year  1990  program  integrity  activities  included  investigating  uncashed 
checks,  monitoring  earnings,  matching  payroll  records  with  railroads  and  States, 
and  performing  other  types  of  monitoring  and  matching  checks  related  to 
disability,  age  and  death.    Some  results  of  our  fiscal  year  1990  program  integrity 
activities  are  as  follows: 

--  Our  field  staff  investigated  150  cases  of  returned  or  uncashed  benefit 
checks  and  determined  that  in  some  cases  the  beneficiary  was  deceased.  As 
a  result,  erroneous  benefit  payments  of  $216,357  were  returned  to  the  RRB. 

--  Matches  with  Social  Security  Administration  and  Health  Care  Financing 
Administration  death  records  identified  457  overpayments  due  to  unreported 
deaths.    Approximately  $526,376  has  been  recovered,  and  recovery  of  an 
additional  $426,500  is  in  progress. 
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--  Questionnaires  sent  to  4,044  annuitants  over  89  years  of  age  revealed 
43  unreported  deaths  which  resulted  in  identification  of  $600,383  in 
overpayments. 

--  Payroll  matches  with  several  major  railroads  identified  $247,707  in 
railroad  unemployment  and  sickness  insurance  benefits  to  be  recovered. 
Matches  of  benefit  files  witb  annual  employee  compensation  reports  helped 
identify  another  $55,012  in  recoverable  benefits. 

--  Automated  wage  matches  with  several  States  identified  998  unemployment  and 
sickness  insurance  beneficiaries  who  were  improperly  paid  $929,230;  manual 
wage  checks  also  produced  635  cases  involving  $656,110  in  recoverables. 

--  A  match  with  Social  Security  Administration  earnings  records  in 

March  1990  identified  1,704  individuals  with  wage  records  showing  earnings 
in  excess  of  exempt  amounts,  and  determinations  of  erroneous  payments  are 
in  process. 

--  Benefit  savings  of  approximately  $535,000  were  realized  in  our 

unemployment  and  sickness  insurance  program  through  our  new  prepayment 
claims  verification  process. 

The  Inspector  General  continues  to  play  an  integral  role  in  our  program 
integrity  activities.    We  have  referred  numerous  suspect  cases  for  investigation 
to  the  Inspector  General;  and  in  fiscal  year  1990,  we  referred  272  cases  to  that 
office.    It  is  our  hope  that  the  continued  crackdown  on  fraud  upon  our  programs 
will  provide  a  strong  deterrent. 
Financial  Management  Activities 

The  Inspector  General  began  auditing  various  railroads  and  found  that  the  tax 
deposits  into  the  funds  for  some  railroads  were  deficient.    Indeed,  millions  of 
dollars  have  been  identified  through  these  tax  audits,  and  we  expect  a  significant 
enhancement  to  our  trust  funds. 
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Of  the  Federal  agencies  participating  in  the  Federal  income  tax  refund  offset 
program,  recoveries  in  RRB  cases  were  among  the  most  successful.    The  Internal 
Revenue  Service  collected  $353,410  from  income  tax  refunds  for  1,727  cases 
referred  by  us.    An  additional  $52,276  was  collected  directly  from  215  debtors 
after  the  RRB  notified  them  of  our  intent  to  refer  their  debt  for  offset  by  the 
IRS.    Also,  our  debt  collection  program  produced  collections  of  $28,806  through 
referrals  to  the  Department  of  Justice,  and  $25,524  through  referrals  to  private 
collection  agencies. 

Computer  Equipment 

Funds  of  $2.89  million  were  provided  in  fiscal  year  1991  to  install  and  fund 
the  first  year  of  a  5-year  lease-to-purchase  procurement  for  a  new  mainframe 
computer.    The  General  Services  Administration  (GSA)  has  approved  the  delegation 
of  procurement  authority.    We  plan  to  have  the  new  computer  operational  this 
summer.    This  new  computer  system  will  not  only  speed  current  processing  but 
support  our  5-year  computer  software  development  plans  which  are  described  in  more 
detail  in  our  budget  justification. 

1992  Appropriation  Requests 

The  requested  increase  for  our  administrative  funds  over  1991  is  primarily 
due  to  the  $13,910,000  request  for  the  Special  Management  Improvement  Fund  that  we 
negotiated  with  0MB.    The  requests  for  our  other  administrative  accounts  also 
increase  because  of  the  January  1991  pay  increase  reflected  for  the  entire  1992 
fiscal  year,  and  an  anticipated  pay  raise  of  4.2  percent  in  January  1992, 
increased  building  rental  costs,  the  postal  rate  increase  and  anticipated 
increases  in  communication  systems  usage.    More  funds  are  also  requested  in  1992 
over  1991  for  contractual  services  and  equipment.    Some  of  the  new  contractual 
service  funds  we  are  requesting  would  be  used  to  conduct  computer  risk  assessments 
and  to  develop  security  control  guidelines  in  order  to  fulfill  provisions  of  the 
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Computer  Security  Act  of  1987  and  related  0MB  guidance.    Additional  equipment 
funds  would  be  used  primarily  to  acquire  additional  personal  computers,  computer 
terminals  and  auxiliary  equipment. 

Therefore,  for  fiscal  year  1992,  $105,210,000  and  1,711  FTE's  are  requested 
in  the  Administration's  budget  in  three  accounts  for  administration.    This  would 
provide  $94,564,000  for  fiscal  year  1992  administrative  expenses,  an  increase  of 
$9,341,000  over  fiscal  year  1991.    The  balance  of  the  appropriations,  $10,646,000, 
would  be  obligated  in  fiscal  years  1993  through  1996. 

The  total  obligation  authority  of  $105,210,000  being  requested  is  split  as 
follows:    $74,037,000  for  administration  of  the  railroad  retirement  program, 
$17,263,000  for  administration  of  the  unemployment  and  sickness  insurance  program, 
and  $13,910,000  (of  which  $3,264,000  would  be  used  in  fiscal  year  1992)  for  the 
special  management  improvement  program  to  be  available  over  the  next  5  years. 
Cost  effectiveness  will  be  the  primary  criterion  for  the  expenditure  of  these 
funds,  so  that  the  investment  will  yield  significant  results  in  reducing  the 
material  weaknesses  in  the  RRB's  internal  controls  and  effect  increased  earnings 
for  our  trust  funds. 

The  Inspector  General  has  prepared  a  justification  requesting  $7,700,000  and 
119  FTE's  for  audit  and  investigative  activities.    This  is  separate  from  the  funds 
requested  to  directly  administer  our  programs. 
Special  Management  Improvement  Fund 

The  RRB  strives  to  fulfill  its  agency  missions,  but  is  also  recognizes  the 
need  to  improve  or  expand  efforts  in  several  areas:    claims  processing;  debt 
collection;  fraud  control;  information  systems;  tax  accounting;  and  trust  fund 
integrity.    We  identified  the  need  for  these  improvements  as  a  result  of  such 
activities  as  management  reviews,  internal  control  and  quality  assurance  reviews, 
and  Office  of  Inspector  General  audits. 
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In  May  1990,  0MB  issued  a  draft  management  report  as  a  result  of  an  earlier 
on-site  management  review  which  included  specific  recommendations  for  improvements 
in  these  areas.    Since  then,  the  RRB  and  0MB  have  reached  agreement  on  a  funding 
proposal  which  would  provide  $13,910,000  in  this  Special  Management  Improvement 
Fund  to  be  available  for  a  5-year  period  ending  September  30,  1996,  to  accomplish 
the  following  mutually  agreed  upon  purposes: 

Claims  processing  --  Although  progress  has  been  made  in  reducing  benefit  case 
backlogs,  a  backlog  of  adjustments  to  retirement  and  survivor  cases  still  exists. 
A  concerted  effort  by  a  sizable  number  of  skilled  and  experienced  claims  examiners 
is  needed  to  eliminate  the  backlog  in  the  next  few  years.    Thirty-nine  FTE's  would 
be  provided  for  this  purpose  in  1992.    Performance  objectives  for  the  number, 
accuracy  and  timeliness  of  processing  these  cases  have  been  agreed  upon  with  0MB. 

Debt  collection  --  The  RRB  would  use  the  6  FTE's  being  requested  for  1992  to 
(1)  establish  a  strong  executive  position  to  manage  the  RRB's  debt  collection 
program,  (2)  expand  the  use  of  debt  collection  agencies  and  the  income  tax  offset 
program,  (3)  eliminate  a  backlog  of  unemployment  insurance  cases  requiring  that 
accounts  receivable  be  established,  and  (4)  work  towards  other  debt  offset 
programs  where  possible.    The  costs  of  these  debt  collection  enhancements  will  be 
more  than  offset  by  increased  collections. 

Fraud  control  --  The  11  FTE's  requested  for  this  area  would  be  used  to  extend 
our  automated  wage  matching  program  to  additional  States  in  order  to  check  on 
earnings  by  unemployment,  sickness  insurance  and  disability  beneficiaries.    In  the 
last  6  months,  we  have  made  significant  progress  in  contracting  with  States  to 
perform  such  automated  wage  matches.    As  of  October  1,  1990,  we  had  contracts  with 
10  States  that  provided  automated  wage  matches  covering  about  48  percent  of  all 
railroad  employees.    As  of  April  1,  1991,  the  number  of  States  under  contract  had 
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increased  to  23  States  which  will  cover  about  70  percent  of  railroad  employees. 
It  is  our  goal  to  enter  into  agreements  with  each  of  the  50  States  and  the 
District  of  Columbia,  if  cost  effective,  as  soon  as  practicable. 

Tax  accounting  --  Under  the  Railroad  Retirement  Solvency  Act  of  1983,  all 
railroad  retirement  annuities  became  taxable  beginning  with  tax  year  1984.  Within 
a  short  time,  the  RRB  developed  an  entirely  new  system  to  account  for  benefit 
payments  by  railroad  retirement  tier  component  and  transaction  date.    Although  the 
system  was  in  place  in  time  to  release  tax  statements  in  January  1985,  as  required 
by  law,  the  system  was  not  fully  completed.    Legislative  changes  in  1986  and  1988 
necessitated  extensive  revisions  to  this  partially-developed  tax  accounting 
system.    Internal  quality  assurance  reports  documented  significant  problems  with 
the  accuracy,  quality,  and  timeliness  of  tax  statements. 

The  17  FTE's  being  requested  in  fiscal  year  1992  for  this  activity  would  be 
used  to  reduce  the  backlog  of  individual  record  and  tax  statement  corrections  (and 
maintain  balances  in  other  workload  categories  at  normal  levels)  and  to  implement 
improved  system  controls.    In  September  1991,  we  also  expect  to  complete  an  in- 
depth  analysis  of  the  current  tax  system  to  determine  the  extent  to  which  this 
system  and  other  systems  from  which  it  draws  data  need  to  be  modified  or  replaced. 

Trust  fund  integrity  --  The  IRS  is  responsible  for  the  collection  of  railroad 
retirement  taxes.    The  Financial  Management  Service  of  the  Department  of  the 
Treasury  is  then  responsible  for  depositing  these  taxes  into  accounts  it  maintains 
for  the  RRB.    To  help  ensure  that  the  correct  amounts  of  taxes  are  credited  to  the 
RRB's  accounts,  the  RRB  performs  a  number  of  verification  checks.  Railroad 
employee  compensation  reported  to  the  IRS  for  tax  purposes  and  to  the  RRB  for 
benefit  purposes  is  reconciled.    We  have  also  requested  additional  information 
from  the  IRS  to  be  able  to  further  reconcile  our  accounts.    The  2  FTE's  being 
requested  for  this  activity  in  fiscal  year  1992  would  be  used  to  complete  the 
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compensation  reconciliations  sooner  and  to  perform  further  reconciliation 
activities  with  the  information  to  be  obtained  from  the  IRS. 

Information  systems  --  The  RRB  will  continue  to  implement  long  range 
automation  plan  for  our  retirement,  unemployment  and  sickness  insurance,  and 
taxation  programs  and  to  continue  to  develop  and  expand  the  use  of  microcomputer 
technology.    The  2  FTE's  requested  for  this  initiative  would  be  used  to  develop  a 
workload  measurement  system  for  tracking  the  time  it  takes  RRB  field  offices  to 
complete  major  workloads.    The  RRB  is  committed  to  concentrating  on  creative  ways 
to  automate  and  streamline  our  systems  and  significantly  increase  accuracy  and 
timeliness  in  the  processing  of  our  claims. 
Dual  Benefits  Payments  Account 

The  Administration's  budget  requests  an  appropriation  of  $315,000,000  for 
vested  dual  benefit  payments  in  fiscal  year  1992.    This  is  $21.9  million  less  than 
appropriated  in  1991.    The  requested  amount  is  based  on  our  best  estimate  of  such 
costs  and  does  not  provide  for  any  variation  up  or  down  in  actuarial  estimates. 
The  proposed  appropriation  language  also  provides  that  25  percent  of  the  total 
amount  provided  for  these  benefits  be  transferred  from  the  Railroad  Retirement 
Account.    An  estimated  $18,000,000  of  the  amount  appropriated  would  be  derived 
from  income  taxes  on  vested  dual  benefits,  as  provided  by  current  law.  The 
balance  of  the  appropriation  would  be  funded  from  general  revenues. 
Federal  Payments  to  the  Railroad  Retirement  Accounts 

The  Railroad  Retirement  Solvency  Act  of  1983  amended  the  Railroad  Retirement 
Act  to  provide  for  monthly  transfers  to  the  Railroad  Retirement  Accounts  from  the 
Department  of  the  Treasury  for  principal  and  interest  on  benefit  checks  that  were 
not  negotiated.    Such  amounts  were  to  be  provided  in  advance  in  appropriation 
acts.    Beginning  in  fiscal  year  1991,  the  Competitive  Equality  Banking  Act  of  1987 
provides  that  the  principal  amount  of  uncashed  railroad  retirement  checks  be 


943 


12 

funded  by  amounts  appropriated  to  the  Department  of  the  Treasury.    We  therefore 
seek  $400,000  in  fiscal  year  1992  for  the  Federal  Payments  to  the  Railroad 
Retirement  Accounts  only  for  the  interest  related  to  the  unnegotiated  checks. 

Legislative  Proposals 
Within  the  fiscal  year  1992  budget,  the  Administration  proposes  legislation 

to: 

--  decrease  the  general  fund  appropriation  for  vested  dual  benefits  by 
25  percent,  and  instead  use  rail  industry  pension  funds  to  finance  the 
difference  (Rail  retirees  would  still  get  the  same  benefit  amount  but  the 
Federal  subsidy  of  their  private  rail  pension  would  be  reduced.); 

--  conform  the  definition  of  employee  compensation  under  the  Railroad 

Retirement  Tax  Act  with  the  definition  of  employee  compensation  under  the 
Federal  Insurance  Contributions  Act; 

--  conform  social  security  level  coverage  for  rail  families  with  coverage 
available  under  Title  II  of  the  Social  Security  Act  by  providing  direct 
social  security  payments  to  dependents  of  rail  employees  such  as  widows, 
children  and  divorced  spouses  now  denied  comparable  benefits;  and 

--  extend  the  unemployment  contribution  rate  for  publicly-owned  commuter 
railroads  and  AMTRAK  whereby  they  reimburse  the  Railroad  Unemployment 
Insurance  Account  for  the  actual  unemployment  and  sickness  insurance  costs 
for  their  employees. 

In  concluding  my  remarks,  I  would  like  to  say  that  the  Board  is  proud  of  our 
many  recent  accomplishments.    At  the  same  time,  we  recognize  the  need  to  make 
further  improvements.    The  commitment  of  the  funds  and  additional  resources  I  have 
outlined  is  essential  to  effecting  long-term  improvements  and  realizing  our  goals 
of  improved  operational  efficiency,  program  integrity  and  improved  service. 
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Thank  you  for  the  opportunity  to  appear  before  you  today.  I  will  be  happy  to 
answer  any  questions  you  may  have. 

#  #  # 
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Biography  of  Glen  L.  Bower 


Glen  L.  Bower  was  appointed  Chairman  in  April  1990  to  complete 
a  term  ending  in  August  1992.    An  attorney,  Mr.  Bower  had  been 
Assistant  Director  of  the  Department  of  Revenue  for  the  State  of 
Illinois  since  1983,  and  during  part  of  his  tenure,  he  also  served 
as  General  Counsel,  and  as  Chairman  for  the  Revenue  Board  of 
Appeals.    Mr.  Bower  has  served  on  the  U.S.  Economic  Advisory  Board, 
1982-85,  and  as  Chairman  of  the  Attorneys  and  Tax  Appeals  Section  of 
the  National  Association  of  Tax  Administrators,  1986-88.    He  was  a 
Member  of  the  Illinois  House  of  Representatives,  1979-83,  and  was 
the  State's  Attorney  of  Effingham  County,  Illinois,  1976-79.  An 
alumnus  of  Southern  Illinois  University  (B.A.  1971),  and  the 
Illinois  Institute  of  Technology/Chicago-Kent  College  of  Law  (J.D. 
1974),  Mr.  Bower  is  a  U.S.  Air  Force  Reserve  major  in  the  Judge 
Advocate  General's  Department. 
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Mr.  Early.  We  are  going  to  include  your  entire  statement  in  the 
record  at  this  point.  We  will  hear  from  Mr.  Chamberlain. 

REMARKS  OF  CHARLES  J.  CHAMBERLAIN 

Mr.  Chamberlain.  Thank  you,  Mr.  Chairman.  We  are,  once 
again,  honored  to  have  the  opportunity  to  appear  before  you  to 
answer  your  questions  and  concerns  relating  to  the  appropriation 
request  for  the  Railroad  Retirement  Board.  As  Labor  Member  of 
the  Board,  I  would  like  to  make  a  few  personal  observations  re- 
garding our  agency's  budget  submission  for  fiscal  year  1992. 

As  you  know,  the  expenses  for  administering  our  system  are  paid 
entirely  by  the  employees  and  employers  of  the  railroad  industry. 
The  expressed  desires  of  the  railroad  community  for  efficient,  effec- 
tive administration  of  the  applicable  laws  have  long  been  reflected 
by  the  Railroad  Retirement  Board  in  deciding  the  level  and  quality 
of  service  provided  and  the  measures  necessary  to  maintain  the  in- 
tegrity of  our  benefit  payment  programs. 

This  is  consistent  with  our  understanding  of  past  congressional 
concern  that  decisions  as  to  the  scope  and  costs  of  government  pro- 
grams should  be  made  by  those  who  pay  for  and  are  served  by 
those  programs. 

The  President's  proposed  budget  for  the  administration  of  our 
agency  during  fiscal  year  1992  represents  a  responsible,  prudent 
package  that  adequately  addresses  not  only  our  ongoing  workload 
and  beneficiary  service  commitments,  but  also  provides  much 
needed  support  for  improvements  in  our  operating  efficiency. 

The  proposed  budget  for  administration  expenses  before  this 
committee  will  provide  a  sound  basis  for  continuing  the  good 
record  of  service  our  beneficiaries  expect  and  allows  us  to  look  to 
the  future  needs  of  our  agency. 

The  Railroad  Retirement  Board  fully  recognizes  our  responsibil- 
ity to  the  Railroad  Retirement  System  and  the  beneficiaries  we 
serve.  We  will  continue  our  concern  with  improving  the  financial 
health  of  the  trust  funds  through  measured  improvements  in  all 
areas  within  our  administrative  responsibility. 

In  this  regard,  we  would  also  like  to  take  this  opportunity  to 
commend  the  Board's  Inspector  General  and  his  staff  for  their  con- 
tinuing efforts  in  auditing  employer  retirement  tax  collection  and 
reporting,  as  well  as  working  with  Treasury  and  the  IRS  to  ensure 
appropriate  accounting  and  handling  of  our  agency's  trust  fund  ac- 
counts. 

As  the  member  of  the  Board  who  serves  as  a  representative  of 
railroad  labor,  I  would  also  urge  Congress  to  continue  their  efforts 
to  provide  full  funding  for  vested  dual  benefits.  The  rail  labor  com- 
munity looks  forward  to  your  continuing  support  and  recognition  of 
reasonable  expectations  of  the  hundreds  of  thousands  of  families 
and  individuals  who  depend  upon  our  system. 

Once  again,  we  would  like  to  thank  you  for  your  past  support  for 
reasonable  levels  of  funding  and  staffing,  and  we  look  forward  to 
working  with  the  committee  during  the  coming  year. 

Thank  you,  Mr.  Chairman. 

[The  statement  of  Mr.  Chamberlain  follows:] 
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STATEMENT  OF  C.  J.  CHAMBERLAIN 
LABOR  MEMBER  OF  THE  RAILROAD  RETIREMENT  BOARD 
TO  THE 

SUBCOMMITTEE  ON  LABOR-HHS- EDUCATION- AND  RELATED  AGENCIES 
HOUSE  COMMITTEE  ON  APPROPRIATIONS 

NAY  2,  1991 

Mr.  Chairman  and  Members  of  the  Committee,  we  are  once  again  honored  to  have  the 
opportunity  to  appear  before  you  to  answer  your  questions  and  concerns  relating 
to  the  appropriation  request  for  the  Railroad  Retirement  Board.  As  Labor  Member 
of  the  Board,  I  would  like  to  make  a  few  personal  observations  regarding  our 
agency's  budget  submission  for  fiscal  year  1992.  As  you  know,  the  expenses  for 
administering  our  system  are  paid  entirely  by  the  employees  and  employers  of 
the  railroad  industry.  The  expressed  desires  of  the  railroad  community  for 
efficient,  effective  administration  of  the  applicable  laws  have  long  been 
reflected  by  the  Railroad  Retirement  Board  in  deciding  the  level  and  quality  of 
service  provided  and  the  measures  necessary  to  maintain  the  integrity  of  our 
benefit  payment  programs.  This  is  consistent  with  our  understanding  of  past 
Congressional  concern  that  decisions  as  to  the  scope  and  costs  of  government 
programs  should  be  made  by  those  who  pay  for,  and  are  served  by  those  programs. 

The  President's  proposed  budget  for  the  administration  of  our  agency  during 
fiscal  year  1992  represents  a  responsible,  prudent  package  that  adequately 
addresses  not  only  our  on -going  workload  and  beneficiary  service  commitments, 
but  also  provides  much  needed  support  for  improvements  in  our  operating 
efficiency.  The  proposed  limitation  on  administration  before  this  committee  will 
provide  a  sound  basis  for  continuing  the  good  record  of  service  our  beneficiaries 
expect,  and  allows  us  to  look  to  the  future  needs  of  our  agency.  The  Railroad 
Retirement  Board  fully  recognizes  our  responsibility  to  the  Railroad  Retirement 
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System  and  the  beneficiaries  we  serve.  We  will  continue  our  concern  with 
improving  the  financial  health  of  the  trust  fund  through  measured  improvements 
in  all  areas  within  our  administrative  responsibility.  In  this  regard,  we  would 
also  like  to  take  this  opportunity  to  commend  the  Board's  Inspector  General  and 
his  staff  for  their  continuing  efforts  in  auditing  employer  retirement  tax 
collection  and  reporting,  as  well  as  working  with  Treasury  and  the  IRS  to  ensure 
proper  accounting  and  handling  of  our  agency's  trust  fund  accounts. 

As  the  Member  of  the  Board  who  serves  as  a  representative  of  railroad  labor,  I 
would  also  urge  Congress  to  continue  their  efforts  to  provide  full  funding  for 
vested  dual  benefits.  The  rail  labor  community  looks  forward  to  your  continuing 
support  and  recognition  of  the  reasonable  expectations  of  the  hundreds  of 
thousands  of  families  and  individuals  who  depend  on  our  retirement  system. 

Once  again,  I  would  like  to  thank  you  for  your  past  support  for  reasonable  levels 
of  funding  and  staffing  and  I  look  forward  to  working  with  you  during  the  coming 
year. 
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BIOGRAPHY  OF  CHARLES  J.  CHAMBERLAIN 


Charles  J.  Chamberlain  was  first  appointed  to  the  Board  by  President 
Carter  upon  the  unanimous  recommendations  of  railway  labor  organizations  in 
October  1977  to  complete  a  term  ending  in  August  1979.    He  was  then 
reappointed  by  President  Carter  in  1979  for  a  5-year  term  through  1984;  by 
President  Reagan  for  a  5-year  term  through  1989;  by  President  Bush  for  a 
5-year  term  through  1994.    Prior  to  his  first  appointment,  he  was  President  of 
the  Brotherhood  of  Railroad  Signalmen,  and  had  also  served  as  Chairman  of  the 
Railway  Labor  Executives'  Association,  a  coordinating  and  policymaking  body  on 
legislative  and  other  matters  affecting  railroad  workers.    In  addition,  he 
served  on  the  High  Speed  Ground  Transportation  Advisory  Committee,  the 
Railroad  Safety  Research  Board,  and  the  Railroad  Industry  Labor-Management 
Committee.    Mr.  Chamberlain  began  his  railroad  career  as  a  signalman  for  the 
Chicago  and  North  Western  Railroad  in  1938.    He  immediately  became  active  in 
the  railroad  labor  movement  and  held  numerous  union  offices  before  becoming 
President  of  the  Brotherhood  of  Railroad  Signalmen  in  1967. 


950 


OVERALL  OBSERVATIONS  ON  RRB  OPERATIONS 

Mr.  Early.  Mr.  Bower,  you  have  been  with  the  Board  about  a 
year  now,  and  this  is  your  first  appearance  before  the  committee. 

What  is  your  overall  observation  about  the  operation  of  the 
Board  and  the  services  it  provides? 

Mr.  Bower.  I  believe  that  the  Board  strives  to  provide  a  very 
high  level  of  service  to  our  beneficiaries.  A  client  satisfaction 
survey  that  was  conducted  some  months  ago  showed  that  there  was 
a  very  high  level  of  satisfaction  with  the  Board.  However,  I  would 
be  the  first  to  say  that  there  are  some  significant  management 
problems  at  the  Board  which  is  part  of  the  President's  proposed 
budget  to  specifically  address  those  and  is  reflected  in  the  Adminis- 
tration's budget  request  and  in  the  agreement  to  address  specific 
areas  with  the  Office  of  Management  and  Budget. 

Mr.  Early.  Do  you  see  it  improving? 

My  father  retired  from  the  railroad  25  years  ago,  and  the  retire- 
ment benefits  were  terrible  as  far  as  we  were  never  sure  when  my 
mother  was  going  to  get  the  check.  It  never  arrived  timely.  There 
was  an  awful  lot  of  uncertainty,  so  I  just  hope  that  it  has  improved 
as  far  as  the  regular  rank  and  file  go. 

The  budget  includes  a  new  special  improvement  fund  to  address 
six  administrative  problem  areas  over  a  five-year  period.  Can  you 
briefly  identify  these  problems? 

Mr.  Bower.  As  I  indicated  in  my  statement,  they  are  in  the  area 
of  processing  claims  backlogs,  of  processing,  of  having  an  enhanced 
debt  collection  program,  and  trust  fund  integrity,  and  fraud  con- 
trol, with  primary  emphasis  upon  the  area  of  State  wage  matches, 
as  was  reflected  on  the  chart.  One  of  our  biggest  areas  of  concern  is 
the  tax  accounting  area,  which  has  caused  many  problems  for  our 
beneficiaries,  but  it  is  improving;  and  in  the  area  of  information 
systems,  which  would  be  a  work  management  system  for  our  field 
service. 

DEBT  COLLECTION 

Mr.  Early.  That  debt  collection,  that  initially  stems  because  of 
errors  on  the  board,  doesn't  it,  as  far  as  its  overpayments? 

Mr.  Bower.  Well,  not  completely.  It  is  actually  several  different 
components.  One  component  is  overpayments  of  retirement  bene- 
fits. 

Some  of  it  is  collection  of  taxes  due  from  employers,  and  part  of 
it  is  also  due  to  the  sickness  insurance  area  where  payments  are 
initially  made  and  then  there  are  recoveries  that  come  back — or 
are  due  back  to  the  Board  after  a  settlement  is  reached. 

Mr.  Early.  On  your  collection  of  taxes,  isn't  that  just  a  withhold- 
ing that  you  do?  I  would  think  that  it  would  be  the  Board's  oper- 
ation that  would  reduce  the  overpayments  and  we  would  have  a 
much  better  debt  collection  or  a  much  better  tax  withholding. 

Mr.  Bower.  A  major  part  of  the  amount  that  is  due  in  terms  of 
overpayments  is  because  beneficiaries  have  not — have  either  not  or 
have  not  in  a  timely  fashion  reported  circumstances  which  cause 
their  payments  to  be  less,  and  some  of  them  include  people  who  are 
deceased  that  the  Board  made  payments  to  and  then  we  have  to 
recover  the  payments  from  their  estates. 
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Mr.  Early.  Has  the  Board  taken  some  action  that  reduces  the 
amount  of  people  that  try  to  do  this? 

Mr.  Bower.  Well,  in  terms  of  the  death  match  area,  the  House 
Ways  and  Means  Oversight  Sub-Committee  a  couple  months  ago 
held  a  hearing  with  a  variety  of  agencies,  including  the  VA  and 
SSA  and  Defense  and  others,  and  I  think  that  the  activities  of  the 
Board  in  stopping  payments  going  to  people  who  are  deceased  was 
the  best  of  any  of  the  agencies. 

We  are  striving  constantly  to  make  certain  that  the  beneficiaries 
are  aware  of  what  their  reporting  requirements  are  to  the  Board  if 
they  have  outside  income  that  might  offset  their  benefits,  but  that 
is  part  of  the  constant  monitoring  that  our  staff  does  and  what  the 
Inspector  General  does  in  many  of  his  activities. 

STATE  COMPUTER  WAGE  MATERIALS 

Mr.  Early.  I  have  a  problem  with  your  chart,  though,  your 
second  chart.  That  shows  ten  States  with  48  percent,  and  then  in  a 
matter  of— how  long  did  it  take  you  to  get  from  the  ten  States  to 
the  27  States,  which  is  71  percent? 

Mr.  Bower.  One  year  ago  we  had  ten  States,  and  today  it  is  27.  I 
might  add  that  this  started  before  I  became  a  member  of  the 
Board.  The  Board's  philosophy  at  that  time,  and  I  think  rightly  so, 
was  to  pursue  those  States  with  the  highest  level  of  railroad  em- 
ployment, and  obviously  I  am  certain  you  know  that  there  are  a 
handful  of  States  that  have  the  vast  majority  of  railroad  employ- 
ment. 

Mr.  Early.  So  those  are  the  States  that  are  included  in  this  10  to 
27  State  increase? 

Mr.  Bower.  I  believe  that  virtually  every  one  of  the  key  States  is 
included. 

I  mean,  we  are  continuing  to  pursue  all  of  them.  There  are  a 
couple  of  States  that  are  not  in  there  that  we  would  very  much  like 
to  have  in  the  group. 

Mr.  Early.  Why  wouldn't  the  committee  support  that  to  get  the 
remaining  23  States;  it  shouldn't  take  us  any  more  than  a  year? 
You  show  us  a  chart  that  isn't  going  to  do  it  until  1996. 

If  in  one  year  you  went  from  10  to  27,  I  imagine  it  is  the  goal  of 
the  Board  to  get  there  as  quickly  as  possible. 

Mr.  Bower.  Well,  Mr.  Chairman,  it  would  be  my  hope  that  long 
before  we  come  back  to  see  you  next  year  that  we  will  have  either 
matching  agreements  with  all  50  States  and  the  District  of  Colum- 
bia or  we  will  have  determined  beyond  a  reasonable  doubt  that  for 
the  remaining  States,  it  is  not  cost  effective  to  do  it. 

Mr.  Early.  Will  you  provide  for  the  record  as  far  as  why  we 
can't  do  that  quicker  as  far  as  to  get  the  States  in,  and  also  provide 
for  the  record  the  unique  troubles  you  have  had  with  certain 
States. 

Mr.  Bower.  We  certainly  will.  I  might  just  add  as  a  footnote,  one 
of  the  reasons  I  think  that  there  has  been  somewhat  of  a  rapid  ac- 
celeration of  the  States  that  have  signed  up  is  because  this  has 
been  elevated  to  a  highly  priority  level,  and  I  believe  that  when  we 
originally  entered  into  the  negotiations  with  OMB  on  this,  that  our 
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staff  was  perhaps  overly  cautious  on  the  rate  at  which  we  would 
have  returns. 
[The  information  follows:] 
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EXPLANATION  OF  AUTOMATED  STATE  WAGE  MATCHING  PROGRAM 


In  early  1990,  the  Bureau  of  Unemployment  and  Sickness 
Insurance  had  planned  to  increase  the  percentage  of  employees 
covered  by  automated  State  wage  matches  from  48  percent  to  over 
60  percent  by  securing  matching  program  agreements  with  the  20 
States  with  the  largest  number  of  railroad  employees.    In  early 
October  1990,  a  decision  was  made  to  accelerate  implementation  of 
the  automated  matches  and  expand  the  efforts  to  include  all  50 
States  as  soon  as  possible. 

Letters  proposing  matching  programs  were  released  to  the 
remaining  States  and  the  District  of  Columbia.    Securing  matching 
agreements  with  the  States  has  been  raised  to  a  high  priority  at  the 
RRB.    Several  States  have  claimed  State  law  prevents  such  matches, 
while  another  claims  that  State  law  allows  only  for  matching  with 
unemployment  insurance  benefit  claimants  and  not  sickness  insurance 
benefit  claimants  or  disability  annuitants.    The  RRB's  Bureau  of  Law 
has  addressed  these  issues,  and  the  RRB  is  attempting  to  secure  the 
cooperation  of  these  States. 

Several  States  do  not  maintain  records  of  employment  and  must 
develop  automated  programs  to  do  so.    The  development  costs  to  be 
passed  on  to  the  RRB  seem  excessive.    We  are  requesting  those  States 
to  reexamine  these  costs.    In  one  State,  the  employment  records  are 
maintained  by  the  Department  of  Revenue. 

Given  the  legal  and  cost  problems  with  some  States,  we 
anticipate  total  implementation  may  take  some  time.    We  are  actively 
working  with  all  States  and  will  implement  matching  agreements  as 
soon  as  possible,  regardless  of  projected  target  dates.  Factors 
affecting  implementation  include  the  ability  of  data  processing 
resources  to  format  the  tapes,  run  the  matches,  and  produce  the 
output;  the  RRB's  decision  to  match  both  unemployment  and  sickness 
insurance  beneficiaries  and  retired  disability  annuitants,  requiring 
combining  and  decombining  files  before  and  after  the  match;  and, 
most  of  all,  the  willingness  and  cooperation  of  the  States.  The 
number  of  railroad  employees  and  beneficiaries  in  each  State  will 
determine  the  percentage  of  employees  covered  by  automated  matches. 

It  is  important  to  remember  that  even  though  the  goal  of  the 
RRB  is  to  conduct  automated  matches  in  as  many  of  the  States  as  it 
is  cost-beneficial,  the  RRB  still  has  the  ability  to  conduct  manual 
matches  in  most  of  the  remaining  States. 
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MANAGEMENT  IMPROVEMENT  PROGRAM 

Mr.  Early.  Will  you  tell  the  committee  exactly  how  you  plan  to 
address  these  six  problems. 

Mr.  Bower.  We  have  provided  to  the  staff  an  actual  copy  of  our 
agreement  plus  various  backup  documents  to  address  the  plan.  In 
the  area  of  claims  processing,  we  would  propose  to  hire  39  new 
FTEs  as  claims  examiners. 

Mr.  Early.  That  was  your  first  chart? 

Mr.  Bower.  Yes. 

BACKLOG  CASES 

Mr.  Early.  Put  that  chart  back  up.  I  had  a  problem  following 
that  chart.  If  we  were  giving  the  new  employees  through  1995, 
then  we  would  have  all  the  new  employees  and  we  would  have  no 
backlog.  What  are  we  going  to  do  with  the  employees  if  we  do  that? 

Mr.  Bower.  Well,  Mr.  Chairman,  as  you  will  note  from  the  chart, 
and  I  am  sorry  if  we  haven't  made  it  clear  enough,  at  first,  there  is 
no — in  the  first  year  there  is  not  very  much  of  a  reduction  in  the 
backlogs.  The  reason  for  that  is,  it  takes  at  least  a  year,  if  not  sev- 
eral months  more  than  a  year  for  new  claims  examiners  to  really 
be  productive,  so  in  the  first  year  they  would  not  contribute  very 
substantially  to  the  reduction  of  backlogs.  But  then  in  each  suc- 
ceeding year,  you  will  note  that  the  number  would  go  down  signifi- 
cantly. 

And  just  to  clarify,  the  shaded  bars  are  what  it  would  go  down 
with  the  special  management  improvement  fund,  with  the  addition- 
al hires,  and  it  would  go  down  with  existing  employment  levels 
only  what  the  black  bars  are,  and  in  fiscal  1995  we  would  be  at  the 
level  of  our  normal  workload. 

Mr.  Early.  What  happens  in  the  1992  budget?  The  1992  budget 
implements — what — the  solid  one  or  the  one  to  the  right? 

Mr.  Bower.  The  shaded  one. 

Each  one  of  the  shaded  bars  would  be  as  a  result  

Mr.  Early.  The  left  or  the  right? 
They  both  look  shaded  to  me. 

Mr.  Bower.  It  would  be  as  you  are  seated  to  the  right. 
Mr.  Early.  To  the  right,  okay.  Your  1992  budget  would  put  you 
into  that  category? 
Mr.  Bower.  With  the  special  fund,  yes. 
Mr.  Early.  All  right.  What  about  the  other  problem? 

DEBT  COLLECTION 

Mr.  Bower.  In  the  area  of  debt  collection— also,  in  addressing 
that,  we  would  use  additional  personal  computers.  In  the  area  of 
debt  collection,  it  is  our  intention  to  establish  one  high  level  posi- 
tion within  the  Board  that  would  coordinate  all  of  the  debt  collec- 
tion activities,  be  they  under  either  the  retirement  side  of  the 
Board  or  under  the  unemployment  and  sickness  insurance  side  of 
the  Board. 

We  would  explore  more  tape  match  opportunities  with  the  IRS 
and  other  Federal  agencies,  and  would  have  greater  use  of  modern 
debt  collection  methods. 

Mr.  Early.  The  third? 
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Mr.  Bower.  In  fraud  control,  as  I  indicated,  that  is  the  wage  

Mr.  Early.  Identify  your  fourth. 

TAX  ACCOUNTING 

Mr.  Bower.  In  the  tax  accounting,  this  is  an  area  just  a  few 
years  ago  that  the  benefits  of  the  Board  were  subject  to — became 
first  subject  to  Federal  income  tax,  in  1984.  The  Board  had  to  im- 
plement the  new  law  in  short  order,  and  there  have  been  major 
problems  with  incorrect  tax  statements  being  sent  to  the  benefici- 
aries. 

Fortunately,  there  has  been  a  tremendous  improvement  this  year 
over  last  year,  but  there  is  still  a  great  way  to  go.  This  is  an  area 
that,  as  I  sit  here  today,  we  do  not  feel  comfortable  in  telling  you 
exactly  what  the  solution  is,  but  as  we  have  noted  in  our  agree- 
ment with  OMB,  this  is  an  area  where  we  have  a  major  task  force 
within  the  Board  which  has  been  in  operation  now  for  several 
weeks  and  is  supposed  to  report  in  September  to  the  Board  what — 
it  is  analyzing  the  problems  now  and  coming  up  with  proposed  so- 
lutions which  by  September  they  will  propose  to  the  Board  for  a 
decision  on  what  action  we  take.  This  is  the  most  open-ended  area 
right  now. 

TRUST  FUND  INTEGRITY 

In  the  area  of  trust  fund  integrity,  we  would  have  two  extra 
people  that  would  in  a  more  timely  fashion  be  reconciling  accounts, 
and  we  also  have  the  automated  clearinghouse  setup  that  the 
Board  is  in  the  process  of  putting  together  for  more  direct  deposits. 

Mr.  Early.  Wasn't  there  one  more? 

INFORMATION  SYSTEMS 

Mr.  Bower.  In  the  information  system  area,  we  are  developing  a 
work  management  analysis  program  of  our  field  service. 

Mr.  Early.  You  should  have  that  done  within  a  year,  shouldn't 
you? 

Mr.  Bower.  No. 

Mr.  Early.  How  long  a  plan  is  that? 

Mr.  Bower.  Approximately  two  years  if  we  stay  on  target. 
Mr.  Early.  What  is  the  cost  of  that  over  two  years? 
Mr.  Bower.  $75,000. 
Mr.  Early.  Do  you  have  that  in  there? 

Mr.  Bower.  It  is  part  of  the  agreement  which  has  been  submit- 
ted, yes. 

Mr.  Early.  I  yield  to  Mr.  Pursell  at  this  time. 

COORDINATION  OF  SOCIAL  SECURITY  AND  RAILROAD  RETIREMENT 

BENEFITS 

Mr.  Pursell.  I  am  trying  to  sort  out  the — I  think  it  was  the 
Douglas  amendment  back  in  1951  or  whatever,  the  relationship  be- 
tween Social  Security  and  Railroad  Retirement  Act  in  terms  of 
pension  accrued  to  the  individual  beneficiary. 

How  does  that  work  in  the  pay-out  to  that?  Do  they  get  the  indi- 
vidual separate  Social  Security  check,  the  pension  check  or  is  that 
combined  under  the  railroad  program? 
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Mr.  Bower.  It  is  combined.  The  Social  Security  equivalent  bene- 
fit is  designated  by  the  terminology  of  tier  one,  and  the  railroad 
retirement  benefit  is  tier  two. 

Mr.  Pursell.  Does  that  check  come  from  Social  Security  or  from 
you? 

Mr.  Bower.  No,  it  comes  from  the  Board. 
Mr.  Pursell.  From  you? 
Mr.  Bower.  Yes. 

Mr.  Pursell.  So  that  calculation  after  Social  Security  calculates 
what  that  particular  beneficiary  is  entitled  to,  that  information  is 
transferred  to  your  management  system,  and  then  it  is  combined 
with  what  the  beneficiary  is  legally  required  to  receive  from  the 
Railroad  Pension  Fund  that  he  or  she  had  been  with? 

Mr.  Bower.  Social  Security  certifies  the  information  to  us. 

Did  you  want  to  say  something? 

Mr.  Pursell.  Is  that  an  automated  check  that  goes  out  on  a 
monthly  basis? 
Mr.  Bower.  Yes,  sir. 

Mr.  Pursell.  Okay.  I  am  trying  to  sort  out  the  management 
process  and  the  need  for  staff  and  so  forth  to  get  rid  of  a  backlog.  I 
know  there  are  calculations  that  change  the  process,  but  wouldn't 
95  percent  of  that  be  automated  at  this  point  in  time?  Aren't  we 
using  state  of  the  art  technology  to  get  those  checks  to  the  recipi- 
ents? 

DEGREE  OF  AUTOMATION  IN  THE  CALCULATION  OF  BENEFITS 

Mr.  Bower.  I  only  wish  what  you  said  was  correct,  Congressman. 
The  actual  payment  is  automated,  but  the  major  problems  we  en- 
counter are  the  points  leading  up  to  that,  the  calculations  of  the 
benefits.  Ours  is  a  highly  paper-intensive  environment,  and  only  if 
you  were  to  visit  the  Board  and  actually  see  the  claims  folders  for 
our  beneficiaries  could  you  really  appreciate  it,  but  the  Board 
has  

Mr.  Pursell.  What  has  been  some  of  the  major  manual  input 
changing  that  calculation?  What  are  the  components  of  the  bene- 
fits to  social  security  recipients? 

Mr.  Bower.  There  are  numerous  components  to  any  one  benefi- 
ciary's potential  benefits,  and  the  Board  is  engaged  and  has  been 
for  several  years  in  a  long-term  data  processing  enhancement  pro- 
gram. There  are  many,  many  areas  that  are  yet  to  be  automated, 
and  a  key  element  of  that,  which  we  are  working  on  right  now,  is  a 
centralized  database. 

Mr.  Pursell.  Well,  you  are  really  talking  about  a  software  pack- 
age, aren't  you? 

Mr.  Bower.  Yes,  sir. 

Mr.  Pursell.  What  percentage  of  all  the  beneficiaries  who  are 
paid  with  a  monthly  check  would  be  fairly  compensated  without 
many  adjustments?  Say,  for  example,  that  I  have  been  with  the 
Railroad  Pension  Fund  25  years,  and  I  know  my  Social  Security 
receipts  have  been  verified,  where  would  the  changes  have  to  occur? 

Mr.  Bower.  For  most  beneficiaries,  it  will  tend  to  stay  constant 
until  there  are  cost  of  living  increases  or  in  the  event  that  
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Mr.  Pursell.  But  that  would  apply  across-the-board  to  every- 
body, wouldn't  it?  I'm  referring  to  the  COLA? 

That  would  be  part  of  the  software,  that  would  trigger  in,  two 
percent  or  one  percent  or  what  have  you. 

Mr.  Bower.  One  of  the  other  areas  is  when  we  have  substantial 
number  of  surviving  spouses  of  beneficiaries,  and  so  you  have — 
those  benefits  have  to  be  re-calculated  at  the  time  of  death  of  their 
spouse. 

Mr.  Pursell.  Are  we  talking  about  ten  percent  of  the  benefici- 
aries or  five  percent  of  25  percent? 

Most  of  it  ought  to  be  pretty  much  in  the  system  by  now, 
shouldn't  it? 

Mr.  Bower.  Well,  we  are  moving  in  that  direction,  and  hopefully 
we  are  making  major  progress  as  we  go.  It  has  been  a  long-term 
program  at  the  Board,  and  there  is  a  very  long  way  to  go.  One  of 
the  most  important  elements  is  the  integrated  database  which  will 
put  all  of  the  information  on  the  beneficiaries  in  one  centralized 
database  so  that  when  there  are  adjustments  that  it  can  be  done 
with  much  more  ease. 

MANUAL  HANDLING  OF  BACKLOG  CASES 

One  thing  I  want  to  point  out,  the  problem  with  these  backlog 
cases  is  that  this  is  catchup  work.  These  are  cases  which  got  kicked 
out  of  the  system  for  various  reasons  that  probably  even  if  we  were 
totally  automated  we  could  not  correct  all  cases.  Some  must  be 
manually  corrected. 

We  would  have  to  do  these  manually,  and  if  we  get  caught  up 
with  those  things  and  get  to  our  internal  workload,  then  as  various 
changes  need  to  be  made,  they  could  be  made. 

Mr.  Pursell.  You  have  dropped  15,000  beneficiaries  from  1991  to 
1992.  Are  we  talking  about  60,000  cases  there?  Do  I  read  that  cor- 
rect? 

Mr.  Reardon.  That  is  correct,  at  the  end  of  1992. 
Mr.  Pursell.  That  many  that  need  manual  re-calculations?  Is  it 
that  high? 

Mr.  Reardon.  Congressman,  yes,  it  will  be.  To  give  you  an  idea 
with  respect  to  your  earlier  questions  on  the  proper  portions  here, 
right  now,  on  a  case  basis,  not  dollar  basis,  76  percent  of  our  pay- 
ments are  accurate.  We  have  890,000  retirement  beneficiaries.  That 
includes  200,000  surviving  spouses. 

We  now  have  79,000  backlog  cases,  to  give  you  an  idea  of  the  pro- 
portions involved  there.  The  reason  why  in  the  first  year  it  only 
drops  down  to  15,000  cases  is  that  it  takes  us  approximately  nine 
months  to  go  out  and  recruit  a  claims  agent,  claims  representative, 
train  him,  and  another  six  months  for  on-the-job  training  before  he 
is  really  certified  as  a  processor. 

To  go  back  to  the  Chairman's  

NUMBER  OF  CLAIMS  EXAMINERS  AT  THE  RRB 

Mr.  Pursell.  How  many  claims  agents  do  we  have? 
Mr.  Reardon.  Total  claims  representatives  right  now,  what  is 
our  total? 
Mr.  Pursell.  Roughly? 
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Mr.  Reardon.  Total  claims  representatives,  claims  examiners  in 
the  BRA. 

Mr.  Pursell.  You  can  provide  that  for  the  record,  but  it  is 
around  300  somewhere? 

Mr.  Reardon.  There  is  approximately  150  in  the  retirement  area 
alone. 

[The  information  follows:] 

As  of  May  1,  1991,  the  RRB  had  the  following  headquarters  staff  processing  retire- 
ment/survivor/disability  claims: 


First  line  supervisors   26 

Claims  examiners   234 

Claims  specialists   20 

Claims  clerks   27 


Total   307 


Mr.  Pursell.  Is  this  trend  line  up  or  down  in  the  claims  repre- 
sentatives? 

Mr.  Reardon.  It  has  been  roughly  static  over  the  last  couple  of 
years.  What  we  are  calling  for  here  in  the  five-year  plan  is  a  total 
of  39  FTEs  in  the  backlog  area,  to  give  you  an  idea  of  the  propor- 
tion there,  so  we  are  talking  about  adding  roughly  25  percent. 

Mr.  Pursell.  So  we  are  automating,  we  are  improving  that 
system,  we  are  working  towards  that  ultimate  goal.  I  don't  know 
when  we  we  are  going  to  get  there,  but  we  are  still  adding  person- 
nel along  with  it  or  on  top  of  that  system  because  of  the  backlog. 

DEVELOPMENT  OF  AN  INTEGRATED  DATABASE 

Mr.  Reardon.  Yes,  sir.  I  think  it  should  be  emphasized,  the  root 
of  the  problem  of  this  backlog  is  the  fact  that  our  basic — what  we 
call  our  integrated  database,  which  essentially  is  an  employee  file 
of  his  or  her  earnings  history,  that  is,  on  paper,  what  we  need  to  do 
is  put  that  in  the  computer  system  so  that  it  can  be  subjected  to 
what  you  referred  to  earlier  as  just  a  computerized  

Mr.  Pursell.  Why  have  we  taken  so  long  to  get  this  thing  to  an 
efficient  point? 

Mr.  Reardon.  I  have  been  aboard  now  six  months,  Congressman. 

I  really  cannot  get  an  answer  to  that  question,  but  we  are  work- 
ing towards  a  solution. 

Mr.  Chamberlain.  Mr.  Congressman,  I  would  like  to  inject  my 
views  with  respect  to  this  discussion. 

PREVIOUS  AUTOMATION  EFFORTS  AT  THE  RRB 

It  is  very  interesting.  Back  in  1985,  we  embarked  on  the  so-called 
Utopian  goal  of  having  a  fully  automated  system.  The  Congress  ap- 
propriated money  for  us. 

Mr.  Pursell.  That  is  why  I  was  asking  these  questions.  I  want  to 
know  how  we  are  coming  along  with  it. 

Mr.  Chamberlain.  Well,  that  program  was  a  total  fiasco,  which 
we  reported  to  the  committee.  We  came  down  and  asked  for  money. 
We  engaged  a  contractor,  and  from  1985,  1986,  and  1987,  we  found 
out  that  we  were  doing  nothing  but  spending  money  with  no  deli- 
verables, using  our  technical  expertise  to  help  the  contractor, 
which  further  deteriorated  our  regular  maintenance  system  in  the 
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payment  of  benefits.  You  recall  in  1988  we  reported  that  we  had 
dismissed  the  contractor.  We  decided  on  this  because  of  the  com- 
plexity of  our  system  and  the  varied  backlog  categories.  There  are 
about  16  different  categories  of  the  type  of  adjustment  that  has  to 
take  place  in  our  program.  In  my  judgment  

Mr.  Pursell.  It  would  have  to  be  built  into  a  software  program? 

Mr.  Chamberlain.  Exactly.  We  started  out  on  a  slow  incremen- 
tal approach.  I  think  we  have  made  tremendous  progress,  but  it  is 
so  complicated  with  respect  to  the  complexity  of  the  different  annu- 
ity components.  It  is  not  just  a  simple  A  plus  B  plus  C  equals  D. 

Mr.  Pursell.  I  am  aware  of  that. 

Mr.  Chamberlain.  Okay.  We  are  making  progress.  But  I  don't 
think  we  will  ever  see  a  fully,  100  percent  automated  system  be- 
cause of  the  varied  category  of  beneficiary  annuities. 

Mr.  Pursell.  That  is  what  I  was  asking,  90  percent  automated  or 
70  percent  or  what  would  be  your  goal  if  it  were  working  efficient- 

ly? 

Mr.  Chamberlain.  If  we  had  not  stopped  the  Utopian  process,  I 
don't  think  we  would  have  been  sitting  here  today  because  we 
would  have  been  out  of  business  spending  money  and  getting  noth- 
ing. That  period  of  time  is  a  period  of  time  we  would  just  as  soon 
forget. 

source  of  funding  for  automation  efforts 

Mr.  Pursell.  Has  the  automation  come  strictly  from  our  commit- 
tee, or  is  there  also  some  money  coming  from  the  pension? 

Mr.  Chamberlain.  That  was  money  that  came  out  of  the  system, 
all  trust  fund  money. 

Mr.  Bower.  It  is  trust  fund  money. 

Mr.  Chamberlain.  That  is  all  trust  fund  money. 

Mr.  Pursell.  Was  there  committee  funds,  general  fund  Treasury 
money  for  the  automation? 

Mr.  Bower.  No. 

Mr.  Chamberlain.  All  trust  fund  monies,  and  we  are  very  sensi- 
tive to  the  expenditure  of  trust  fund  monies,  which  is  the  reason 
we  got  upset  with  the  contractor. 

Mr.  Pursell.  Well,  we  are  very  sensitive  to  Treasury  money,  too. 

You  and  I  are  taxpayers.  Let  me  just  finalize.  When  do  you  ulti- 
mately think  that  you  can  maximize  the  efficiency  of  the  system  by 
getting  it  up  and  running  where  you  are  comfortable  that  you 
would  achieve  your  goal,  our  goal? 

COMPLETION  OF  MAJOR  AUTOMATION  EFFORTS 

Mr.  Chamberlain.  I  would  defer  that  question  to  our  CEO.  I 
think  he  has  as  good  a  handle  on  that  as  anybody  in  our  building. 

Mr.  Bower.  Well,  Mr.  Boehne  and  I  have  discussed  this  many 
times,  and  by  the  end  of  our  management  improvement  plan  cycle, 
1996,  based  upon  the  current  data  processing  improvement  plan  at 
the  Board,  we  intend  to  have  

Mr.  Pursell.  It  will  take  us  another  five  years,  up  to  1995,  1996? 

Mr.  Bower.  Approximately,  yes,  sir.  But  as  Mr.  Chamberlain  has 
pointed  out,  there  was  the  big  
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Mr.  Pursell.  That  is  ten  years,  from  1985  to  1996  is  ten  years; 
right? 

Mr.  Bower.  That  is  correct,  but  as  Mr.  Chamberlain  points  out, 
the  big  bang  theory,  which  certainly  pre-dates  myself  and  Mr. 
Reardon  didn't  work.  Mr.  Chamberlain,  certainly  has  been  con- 
cerned about  the  fact  that  it  didn't  work.  So  the  Board  has,  I  think, 
quite  wisely,  decided  to  do  this  on  a  measured  approach. 

You  don't  attack  everything,  you  attack  a  few  important  things 
at  a  time  on  an  incremental  basis  and  do  that  successfully,  and 
with  the  best  use  of  the  dollars  available,  and  then  you  move  on  to 
the  next  priority. 

Mr.  Pursell.  So  we  are  saying  here  today  that  we  think  that  we 
can  get  this  up  and  running  fully  automated,  fully  efficient.  I  still 
don't  know  what  percentage  we  are  looking  at,  90  percent,  80  per- 
cent coverage  of  the  beneficiaries  by  1996? 

Mr.  Bower.  That  is  what  we  understand  and  is  our  goal. 

Mr.  Pursell.  That  is  your  goal.  Okay.  Thank  you,  Mr.  Chairman. 

Mr.  Early.  Mr.  Porter. 

Mr.  Porter.  Mr.  Chairman,  thank  you. 

Mr.  Bower,  I  commend  you  for  what  you  are  attempting  to  do.  I 
think  this  subcommittee  ought  to  give  you  all  the  tools  you  need  to 
get  it  accomplished. 

COST  OF  PREVIOUS  AUTOMATION  EFFORTS 

I  don't  underestimate  the  difficulty  of  doing  it.  Beginning  in 
1985,  we  were  sold  on  a  substantial  new  investment  that  was  going 
to,  we  thought,  accomplish  this.  I  believe  the  money  included  both 
hardware  and  software,  and  I  believe  it  was  in  the  $20-to-$30  mil- 
lion range? 

Mr.  Chamberlain.  We  started  out,  I  think,  with  the  initial  ap- 
propriation at  $15,000,000,  and  then  the  first  red  flag  went  up 
when  the  first  deliverable  date  by  the  contractor  was  missed. 

Mr.  Porter.  I  want  to  know  what  went  wrong  with  that  and  how 
this  investment — is  this  investment  totally  lost  or  are  we  making 
good  use  of  some  of  it  or  how  bad  is  it  and  how  did  we  get  that 
way? 

CANCELLATION  OF  PREVIOUS  AUTOMATION  CONTRACT 

Mr.  Chamberlain.  I  don't  think  it  was  a  total  loss.  I  think  we 
learned  a  lot,  but  one  of  the  things  I  think  that  you  have  to  keep  in 
mind  is  the  complexity  of  the  system.  Contractors  will  come  in  and 
say  they  can  do  any  job,  and  that  was  the  case  here. 

Mr.  Porter.  Who  was  the  contractor? 

Mr.  Chamberlain.  Oh,  am  I  subject  to  libel? 

Mr.  Porter.  No,  you  are  testifying  before  a  congressional  

Mr.  Chamberlain.  Booz-Allen  was  the  contractor?  You  asked  the 
question,  I  am  giving  you  a  truthful  answer.  They  are  out  of  the 
picture,  that  is  all  I  care  about.  I  was  very  concerned  when  I  would 
see  the  7th  floor  of  the  RRB  headquarter's  building  being  taken 
over  by  contractor  people.  They  even  disrupted  our  people  getting 
to  their  stations  because  we  had  some  people  and  some  terminals 
and  some  PCs. 
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Finally,  I  went  up  there  one  day  just  to  take  a  look  myself.  I 
could  see  that  the  contractor  people  were  being  educated  by  our 
people  because  they  didn't  know  anything  about  the  Railroad  Re- 
tirement system.  It  is  not  a  simple  pension  system,  and  that  had  a 
big  impact  upon  our  regular  maintenance  function.  That  was  one 
of  the  most  serious  things  we  were  concerned  about  because  they 
were  using  our  key  people  to  learn  about  the  system  which  caused 
our  maintenance  function  to  slip.  All  during  that  time  we  were 
striving  for  Utopia,  we  were  going  down  hill  on  the  regular  mainte- 
nance functions.  Then  the  alarm  button  went  off  when  the  deliver- 
ables were  not  met.  The  first  one  was  not  met,  and  then  it  was 
going  to  take  another  $3,000,000  or  another  $5,000,000,  and  no,  wait 
a  minute,  let's  stop.  Eventually,  after  three  years,  the  entire  Board 
saw  the  light  of  day  and  we  just  cancelled  the  entire  contract. 

Mr.  Porter.  But  a  lot  of  the  equipment,  at  least,  was  delivered 
and  it  is  in  place  and  being  used? 

Mr.  Chamberlain.  Yes,  correct,  so  it  wasn't  a  total  loss. 

Mr.  Porter.  At  what  point  in  time  did  you  cancel  the  contract? 

Mr.  Chamberlain.  I  think  it  was  in  1988  that  we  cancelled  the 
contract? 

Mr.  Boehne.  Yes,  the  contractor  was  out  in  1988. 
Mr.  Chamberlain.  In  1988,  yes. 
Mr.  Porter.  Mr.  Bower,  you  came  aboard  when? 
Mr.  Bower.  April  11,  1990. 

This  subcommittee  was  holding  a  hearing  the  day  that  the 
Senate  had  my  hearing. 

Mr.  Bower.  Yes.  I  mean,  I  took  the  oath  of  office  on  the  11th.  I 
was  confirmed  on  the  5th. 

FUNDING  FOR  THE  MANAGEMENT  IMPROVEMENT  PROGRAM 

Mr.  Porter.  I  think  that  we  ought  to  give  you  the  tools  that  you 
need.  What  would  happen  if  we  failed  to  provide  the  five-year  ap- 
propriation, if  we  tried  to  do  this  year-by-year? 

Mr.  Bower.  Well,  we  would  do  the  best  we  could  to  implement 
the  plan  based  upon  the  dollars  that  you  gave  us.  The  reason  that 
we  have  asked  for  the  five-year  funding,  we  realize  that  this  is  un- 
usual and  that  it  is  something  that  the  committee  will  give  great 
weight  to,  but  as  a  result  of  a  very  thorough  analysis  of  the  long- 
term  problems  that  the  Board  faces,  which  are  not  going  to  be  easy 
to  cure,  as  I  indicated,  perhaps  before  you  came  in  the  room,  Con- 
gressman Porter,  that  the  week  I  became  Chairman  of  the  Board, 
the  Office  of  Management  and  Budget  had  brought  in  a  review 
team  of  more  than  20  people  that  gave  a  top-to-bottom  review  of 
the  agency  and  came  up  with  a  whole  list  of  problems.  This  propos 
al  does  not  even  address  all  of  those  but  does  address  those  which 
are  considered  the  most  critical. 

As  we  indicated,  the  hiring  up  of  the  additional  claims  examiners 
in  particular  that  we  need,  which  will  take  somewhere  between  12 
to  14  months  to  become  effective,  we  don't  want  to  make  the  com- 
mitment, get  them  onboard,  and  then  next  year  not  have  the  re- 
sources to  really  get  them  into  the  productive  phase. 

That  is  the  most  critical  area  for  needing  the  long-term  planning 
or  the  long-term  commitment  for  money,  but  also  the  tax  account- 
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ing  system  is  a  massive  problem  that,  as  I  indicated,  we  do  not 
know  yet  exactly  what  it  is  going  to  take  to  resolve  it,  but  it  is 
going  to  take  several  years  to  resolve  that. 

In  the  debt  collection  program  we  will  have  almost  immediate 
pay-back  with  actually  a  very  small  commitment  of  resources,  as 
with  most  of  the  other  parts  of  the  program,  but  we  need  the  com-  j 
mitment  so  that  we  can  hire  the  people  and  be  assured  that  in  the 
coming  five  years  that  we  have  this. 

As  you  will  note  from  the  chart  that  we  did  have  up  there  on  the 
FTEs,  we  hire  up  and  then  through  attrition  there  will  be  a  drop- 
off. It  is  not  a  permanent  increase  and  it  will  not  be  part  of  the 
base. 

Mr.  Porter.  Well,  first,  I  want  to  apologize  for  not  being  here  at 
10:00.  I  had  a  group  of  Lake  Forest  students  on  the  Capitol  steps 
that  delayed  me  a  bit.  I  hope  you  will  forgive  me. 

If  I  am  going  over  ground  that  you  already  covered,  again,  I  ask 
your  forgiveness,  but  it  seems  to  to  me — this  is  all  money  coming 
out  of  the  trust  fund,  is  it  not? 

Mr.  Bower.  That  is  correct,  sir. 

Mr.  Porter.  It  seems  to  me  that  you  can't  do  a  very  good  job  of 
getting  this  completed  without  that  kind  of  commitment,  and  we 
ought  to  do  that.  Since  we  are  not  very  good  at  oversight,  it  seems 
to  me,  what  kind  of  oversight  will  there  be  from  OMB  or  others  to 
see  that  you  are  meeting  the  benchmarks  as  you  go  along  and  get- 
ting this  accomplished? 

We  can  do  it  year-by-year,  but  we  can't  

OVERSIGHT  OF  THE  MANAGEMENT  IMPROVEMENT  PROGRAM 

Mr.  Bower.  I  think  there  are  a  variety  of  checkpoints.  This  may 
be  some  of  the  most  scrutinized,  if  the  Congress  is  kind  enough  to 
give  us  the  appropriation,  some  of  the  most  scrutinized  money  that 
has  been  given.  First  of  all,  by  the  specific  agreement  that  we  have 
entered  into  with  the  Office  of  Management  and  Budget,  the  In- 
spector General  is  required  to  report  upon  our  progress,  and  in  our 
agreement,  this  isn't  just  throwing  money  at  a  problem,  it  is 
saying,  look,  you  have  got  so  much  money  to  address  specific  prob- 
lems in  a  specific  time  frame,  and  you  have  got  to  show  that  you 
have  made  major  progress  during  the  course  of  the  contract.  The 
Inspector  General  is  going  to  be  there  to  report  on  us,  on  what  our 
progress  is. 

Secondly,  you  have  the  absolute  commitment  of  the  members  of 
the  Board  who  sit  before  you  to  see  that  this  program  is  effective 
and  that  it  does  work  because  we  have  our  personal  reputations 
resting  on  this,  and  that  happens  to  mean  something  to  me,  and  I 
know  that  the  management  of  the  board  under  us  is  committed  to 
carrying  out  this  program. 

Third,  you  have  the  apportionment  process  of  the  Office  of  Man- 
agement and  Budget  where  they  could  just  cut  it  off  if  they  didn't 
think  we  were  meeting  the  standards,  and  finally,  the  members  of 
this  committee  and  the  Congress  can  certainly,  if  the  appropriation 
is  made,  could  always  pull  the  plug  on  that  if  we  didn't  meet  the 
commitment  that  we  have  made  to  you. 
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ORGANIZATION  OF  THE  MANAGEMENT  IMPROVEMENT  PROGRAM 

Mr.  Porter.  What  kind  of  a  team  do  you  have  within  the  oper- 
ation? Do  you  have  one  person  that  would  be  in  charge  of  tracking 
this  and  seeing  that  it  is  done  or — there  are  six  components.  Are 
there  six  different  components?  How  is  it  worked  out? 

Mr.  Bower.  Well,  it  is  through  various  bureaus  of  our  Board  that 
will  be  using  the  money,  but  our  Chief  Financial  Officer  would  be 
responsible  for  making  certain,  first  of  all,  that  the  funds  are  segre- 
gated and  that  they  are  used  for  the  purposes  that  are  intended. 

Mr.  Reardon? 

Mr.  Reardon.  There  is  another  element  here  of  control  that  we 
feel  is  very  critical,  and  that  is  that  the  Department  heads  at  the 
SES  level,  who  under  specific  circumstances  and  under  goals  set  by 
the  Board  are  eligible  for  annual  bonuses. 

Their  performance  evaluations  relative  to  their  positions  as  well 
as  to  the  bonuses  will  be  tied  to  these  specific  milestones  in  the 
five-year  plan.  They  have  a  permanent  vested  interest  to  ensure 
that  those  goals  are,  in  fact,  reached. 

AGENCY  SUPPORT  FOR  MANAGEMENT  IMPROVEMENT  PROGRAM 

Mr.  Porter.  Do  you  feel  you  are  getting  the  support  of  the  people 
in  the  agency?  I  mean,  is  this  something  that  everybody  realizes 
has  to  be  done  and  you  are  getting — people  are  willing  to  under- 
take it  and  get  it  accomplished? 

Mr.  Reardon.  Yes. 

Mr.  Porter.  Sometimes  you  get  a  lot  of  bureaucratic  standoffs  in 
agencies,  where  they  don't  want  to  change  anything  and  they  don't 
want  to  cooperate,  and  I  wonder  whether  you  think  you  are  going 
to  get  that  kind  of  cooperation  from  the  agency. 

Mr.  Bower.  I  am  quite  confident  that  we  will  have  cooperation, 
and  I  am  hoping  that  Mr.  Chamberlain  and  Mr.  Reardon  and 
myself  and  Mr.  Boehne,  or  Chief  Executive  Officer,  would  be  there, 
if  there  was  any  doubt,  to  inspire  cooperation. 

I  must  add  there  were  many  people  at  the  Board  who  were  skep- 
tical when  the  Office  of  Management  and  Budget  came  in  for  the 
review  as  to  really  what  they  were  all  about,  but  I  had  faith  that 
they  were  sincere  in  their  desire  to  make  certain  that  there  were 
long-term  improvements  and  that  if  we  could  reach  an  agreement, 
that  the  President  would  put  in  his  budget  proposal  additional 
funding,  and  then  when  it  came  through,  that  he,  in  fact,  did  pro- 
pose that,  I  think  that  a  very  large  element  of  doubt  was  removed 
from  people  who  have  been  long  time  employees  of  the  Board. 

Mr.  Porter.  Well,  as  I  said,  I  think  you  are  doing  an  excellent 
job,  and  I  really  think  that  this  subcommittee  ought  to  support  you 
and  give  you  all  the  help  you  need  to  get  it  accomplished,  and  I 
certainly  am  going  to  work  to  see  that  that  happens. 

Thank  you  very  much. 

Mr.  Chamberlain.  Mr.  Porter,  I  would  just  like  to  add  my— you 
asked  a  question  and  I  didn't  get  a  chance  to  answer  it  with  respect 
to  the  commitment  of  the  people  in  the  agency. 

I  have  been  at  the  Board  for  14  years,  and  I  have  been  in  the 
railroad  industry  for  53  years.  I  have  always  had  the  highest 
regard — in  fact,  I  thought  some  of  the  people  at  the  Board,  while  I 
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was  working  in  the  railroad  industry,  walked  on  water.  During  my 
tenure  at  the  Board,  I  have  never  at  any  time  ever  had  any  differ- 
ent feeling. 

We  have  always  had  totally  committed  people.  When  we  find  out 
they  are  not  totally  committed,  they  are  gone.  The  people  we  have 
there  now,  and  I  look  back  at  specific  times  in  our  history  1979  to 
1980,  the  1981,  the  1983  legislation  where  we  were  going  to  cut  ben- 
efits 40  percent,  kept  our  agency  running  under  some  horrendous 
circumstances.  So  there  is  in  my  judgment  and  based  on  my  eval- 
uation of  the  people,  total  commitment,  and  if  there  is  not,  they 
are  gone. 

I  don't  want  the  perception  to  exist  that  the  Retirement  Board  in 
Chicago  is  a  pit  of  disaster.  Nothing  could  be  further  from  the 
truth.  My  office  is  a  barometer  of  how  things  are  going. 

Labor  people  come  to  the  Labor  Member's  office.  It  is  usually  the 
point  of  last  resort;  they  will  try  other  things.  When  they  come  to 
me  they  are  very  apologetic. 

When  I  get  into  it,  I  find  out  what  went  wrong,  I  correct  it,  but 
also  find  out  who  is  responsible.  I  have  had  nothing  but  the  utmost 
cooperation  from  the  people  at  the  Board. 

I  just  read  something  in  the  paper  today  about  Medicare  and 
Medicaid  being  overwhelmed  by  paper.  Just  this  past  Monday — I 
was  gone  last  week  for  a  few  days,  about  11:00  in  the  morning, 
after  I  started  about  seven  in  the  morning  going  through  volumes 
of  paper,  I  said  to  myself,  what  have  I  read  here  this  morning  that 
has  been  better  for  the  agency — paper,  paper,  not  generated  by  us, 
but  paper  generated  by  others.  It  takes  time. 

Anyway,  the  people  at  the  Board  are  behind  us. 

Mr.  Porter.  Thank  you,  Mr.  Chairman. 

Mr.  Early.  Five  years  is  a  long  plan.  How  specific  is  your  plan, 
Mr.  Bower? 

PLAN  FOR  THE  MANAGEMENT  IMPROVEMENT  PROGRAM 

Mr.  Bower.  I  think  it  is  quite  specific  in,  first  of  all,  the  agree- 
ment and  then  the  backup  work  plan  that  we  have,  and  I  believe 
that  that  has  been  submitted  to  the  committee,  and  if  it  hasn't 
been,  the  backup  information,  we  can  submit  that.  But  the  prob- 
lems were  not  easily  arrived  at.  It  was  over  a  course  of  years  for  a 
variety  of  reasons,  some  of  which  have  been  recited  here,  and 
others  which  have  not,  that  we  got  to  the  point  where  we  have — 
specifically  in  the  area  of  backlogs,  the  problems,  and  they  are  not 
going  to  be  easily  resolved. 

It  is  going  to  take  several  years  to  reach  this,  and  we — but  one  of 
the  things,  Mr.  Chairman,  that  I  do  want  to  point  out,  our  agree- 
ment is  a  living  document.  As  you  wisely  pointed  out,  it  appeared, 
particularly  in  the  area  of  wages  matches,  that  we  ought  to  be  able 
to  do  some  of  these  things  quicker. 

These  things  are  subject  to  adjustment,  and,  you  know,  I  would 
be  the  happiest  person  in  the  room  if  long  before  the  end  of  five 
years  we  had  accomplished  everything  and  a  lot  more  than  what 
the  plan  calls  for. 
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STAFFING 

Mr.  Early.  The  reduction  of  eight  FTEs  in  your  regular  adminis- 
tration accounts  and  an  increase  of  77  FTEs  in  the  improvement 
account.  How  do  you  know  precisely  what  your  staffing  require- 
ments are  when  part  of  your  improvement  project  is  a  workload 
management  system? 

Mr.  Bower.  That  number  eight  has  been  a  continuing  perplexing 
problem  with  our  PTE  figures.  There  is  a  reduction  there,  but  we 
are  getting  an  increase  of  77,  so  it  is  really  a  net  increase  of  69 
people.  The  workload  measurement  system,  of  which  I  would  like 
to  see  expanded  and  hopefully  will  be  to  include  the  entire  agency, 
does  not  really  affect  these  areas,  but  is  for  our  field  service. 

We  have  nearly  90  field  offices  around  the  country,  and  they 
have  a  variety  of  responsibilities  and  could  quite  likely  have  more 
responsibilities.  This  is  to  be  used  as  a  planning  tool  as  to  what 
their  current  workload  is. 

Mr.  Early.  Will  staffing  in  the  regular  administration  account 
be  frozen  for  the  next  five  years? 

Mr.  Bower.  Well,  I  don't  know  if  I  would  say  it  would  be  frozen. 
It  would  be  my  expectation  that  it  would  remain  relatively  static. 

NEED  FOR  A  FIVE-YEAR  APPROPRIATION  FOR  THE  MANAGEMENT 
IMPROVEMENT  PROGRAM 

Mr.  Early.  Why  do  you  need  a  five-year  appropriation  if  you 
only  intend  to  use  about  $3,000,000  in  1992? 

Mr.  Bower.  As  I  tried  to  explain  to  Congressman  Porter,  it  is  a 
long-term  problem  that  takes  a  long-term  solution.  The  biggest  part 
is  in  the  areas  of  claims  processing  again  and  tax  accounting. 

A  variety  of  people  will  need  to  be  hired  and  trained,  and  it  will 
be  many  months  before  they  are  productive,  and  we  would  like  to 
not  hire  them  in  the  coming  fiscal  year  only  to  find  out  that  in  the 
subsequent  fiscal  year  or  the  one  thereafter  we  did  not  have  the 
funds  to  keep  them  on  so  that  we  really  only  partially  addressed 
the  problems. 

Mr.  Early.  There  is  not  an  agency  in  the  Federal  Government 
that  can't  make  that  comment.  Will  the  final  decision  on  the 
amount  of  improvement  funding  available  to  the  Board  in  1992 
really  be  made  by  the  Office  of  Management  and  Budget? 

Could  they  release  more  or  less  than  the  $3,200,000  that  you  esti- 
mate you  need? 

Mr.  Bower.  It  obviously  would  depend  on  exactly  what  Congress 
enacts,  but  there  might  be  some  degree  of  flexibility  in  what  it 
would  be. 

Mr.  Early.  Beyond  1992,  would  the  Office  of  Management  and 
Budget  annually  control  the  release  of  funding  without  the  need  of 
further  congressional  action? 

Mr.  Bower.  Under  the  proposal  that  

Mr.  Early.  I  think  that  is  a  very  simple  question,  Mr.  Bower. 

Mr.  Bower.  That  would  be  true,  but  

Mr.  Early.  Well,  the  answer  is  yes. 

Mr.  Bower.  But  the  Congress  could  always  terminate  the  fund- 
ing. 
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Mr.  Early.  Well,  when  we  don't  know  what  you  are  doing — you 
have  five  years  to  just  

Mr.  Bower.  We  would  be  very  happy  to  report  our  progress  in 
this  area  to  you. 

FUNDING  NEEDED  FOR  TAX  ACCOUNTING 

Mr.  Early.  Well,  the  tax  accounting  system  in  your  plan,  that  is 
one-third  of  your  request.  That  wouldn't  even  be  designed  until  the  | 
end  of  the  year.  How  can  you  assure  the  committee  that  you 
wouldn't  need  more  or  less  of  the  $13,910,000  until  the  plan  is  com- 
pleted? 

Mr.  Bower.  We  tried  to  be  honest  in  the  information  that  we 
presented  both  to  OMB  and  to  the  Congress,  and  we  can't  be  cer- 
tain. It  is  an  area — we  could  make  bold  promises  and  then  fall 
short.  That  is  why  we  are  earnestly  stating  that  it  is  being  studied 
and  that  by  September,  the  end  of  the  fiscal  year,  we  will  hopefully 
know  exactly  what  our  game  plan  is. 

USE  OF  IMPROVEMENT  FUND  FOR  INSPECTOR  GENERAL  ACTIVITIES 

Mr.  Early.  Would  the  proposed  bill  language  allow  some  of  the 
improvement  funds  to  be  used  for  related  activities  of  the  Inspector 
General? 

Mr.  Bower.  No. 

ADDITIONAL  FUNDING  FOR  IMPROVEMENT  ACTIVITIES 

Mr.  Early.  If  Congress  rejects  the  new  funds  but  provides  an  ad- 
ditional $3,264,000  in  1992  in  your  regular  administrative  accounts, 
would  that  allow  you  to  accomplish  the  improvement  plan  for  the 
next  year? 

Mr.  Bower.  It  probably  would.  I  personally  would  like,  if  the 
Congress  chose  to  do  that,  would  like  to  see  it  in  a  separate  fund  so 
that  there  would  be  no  question.  It  is  not  in  our  base,  and  so  that 
both  the  board  itself  and  the  Congress  would  be  able  to  clearly 
track  the  use  of  that. 

I  don't  want  the  money  to  get  gummed  up  in  the  regular  admin- 
istrative accounts  so  that  it  becomes  blurred.  I  want  to  be  able  to 
show  that  this  is  a  program  that  has  clearly  worked. 

Mr.  Early.  Many  agencies  in  the  Federal  Government  have  im- 
provement plans  that  are  funded  annually  through  a  congressional 
review  of  the  appropriation  process.  Why  should  the  Railroad  Re- 
tirement Board  receive  special  treatment  and  be  funded  annually 
through  the  Executive  Review  of  the  apportionment  process? 

Mr.  Bower.  Mr.  Chairman,  I  recognize  your  objection. 

This,  as  I  have  indicated,  has  been  a  carefully  thought-out  attack 
on  major  problems  at  our  agency  for  almost  a  full  year.  We  and  the 
Office  of  Management  and  Budget  focused  on  these  limited  areas  of 
problems,  and  these  are  certainly  not  all  of  them,  but  we  believe 
that  we  would  be  able  to  better  plan  the  attack  on  the  program 
and  could  very  wisely  and  prudently  use  the  funds  over  the  five- 
year  period,  but  obviously  we  are  quite  willing  to  work  with  this 
committee  to  arrive  at  an  agreeable  solution. 
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IMPACT  OF  IMPROVEMENT  ACTIVITIES  ON  BENEFICIARIES 

Mr.  Early.  Why  doesn't  the  special  initiative  attempt  to  improve 
service  delivery  to  beneficiaries,  such  as  the  claims  processing 
times? 

Mr.  Bower.  Well,  as  I  indicated,  this  management  improvement 
program  does  not,  by  any  way,  address  every  problem  at  the  Board. 
These  were  the  areas  that  OMB  and  the  Board  mutually  agreed 
upon  were  the  most  significant. 

The  backlog  of  cases  really  sort  of  fall  outside  of  the  internal 
service  to  our  beneficiaries  because  they  are  old  cases  that  have 
fallen  out  of  the  system  for  a  variety  of  reasons. 

As  I  indicated  earlier,  our  satisfaction  level  with  our  benefici- 
aries by  a  survey  that  was  done  a  few  months  ago  is  very  good.  As 
Mr.  Chamberlain  pointed  out,  it  has  been  the  Board's  long-term 
plan,  and  we  are  moving  forward  on  an  incremental  basis  to  have 
the  adequate  data  processing  system  we  need  so  that  hopefully  we 
will  not  have  the  backlogs  in  the  future  and  that  the  level  of  serv- 
ice that  we  will  deliver  to  our  clients  will,  in  fact,  increase. 

INSPECTOR  GENERAL'S  ROLE  IN  MONITORING  IMPROVEMENT  ACTIVITIES 

Mr.  Early.  What  role  will  the  Inspector  General  perform  in 
monitoring  the  improvement  initiatives? 

Mr.  Bower.  He  is  specifically  charged  in  the  agreement,  and  he 
has  agreed  to  monitor  the  goals  that  have  been  set  by  the  Board 
and  by  OMB  and  to  report  to  OMB  whether  we  have  met  those 
goals  and  to  report  to  us. 

NUMBER  OF  MATERIAL  WEAKNESSES  ADDRESSED  BY  THE  IMPROVEMENT 

PROGRAM 

Mr.  Early.  In  your  comment  you  just  made  that  the  improve- 
ment initiative  wouldn't  correct  all  of  your  problems — how  many  of 
the  17  material  weaknesses  will  be  addressed? 

Mr.  Bower.  There  are  five  that  this  will  specifically  address  of 
the  Federal  managers  financial  integrity  report  problems. 

Mr.  Early.  It  will  address  five,  but  the  Board  will  admit  there 
are  how  many  weaknesses? 

Mr.  Bower.  There  are  17  remaining  from  the  initial  number,  and 
by  the  end  of  the  year,  we  will  be  down  to,  by  current  estimates,  to 
six  remaining  ones,  and  the  biggest  problem  there  is  in  the  area  of 
tax  accounting. 

We  also — and  procedure  manuals  updates  which  are  very  impor- 
tant to  improving  the  accuracies  of  our  work  and  training. 

ACTUARIAL  VALUATION 

Mr.  Early.  In  1986,  the  actuarial  evaluation  determined  that  the 
Railroad  Retirement  System  has  about  $9,000,000,000  but  that  the 
unfunded  liability  was  about  $34,500,000,000  in  present  value 
terms. 

When  will  the  18th  evaluation  be  completed? 
Mr.  Bower.  July  1st. 

Mr.  Early.  I  am  going  to  yield  to  Mr.  Pursell. 
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COST  OF  DATA  PROCESSING  IMPROVEMENTS 

Mr.  Pursell.  Since  we  started  in  1985,  and  given  the  problems 
that  have  been  mentioned,  what  are  we  talking  about  in  dollars  up 
to  this  point  in  time? 

Mr.  Bower.  Are  you  referring  to  the  data  processing  improve- 
ments? 

Mr.  Pursell.  Yes. 

Mr.  Bower.  That  is  really  a  separate  item  from  the  management 
improvement  program. 

Mr.  Pursell.  So  it  is  the  management  improvement  you  want  to 
separate  it  as  a  line  item? 

Mr.  Bower.  Yes,  sir.  There  is  ongoing  data  processing  improve- 
ments at  the  Board  that  are  part  of  our  base  budget  that  have  been 
going  on,  as  Mr.  Chamberlain  indicated,  there  was  the  ill-fated  at-  1 
tempt  after  the  plug  was  pulled  on  that,  then  

Mr.  Pursell.  Will  you  supply  for  the  committee  a  record  of  that 
expenditure  over  the  period  of  years? 

Mr.  Bower.  Certainly,  sir.  Yes,  sir. 

[The  information  follows:] 
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MANAGEMENT  IMPROVEMENT  FUND  AS  A  SEPARATE  ACCOUNT 

Mr.  Pursell.  But  it  is  the  management  improvement  fund  that 
you  want  separated  as  a  separate  account? 

Mr.  Bower.  Yes,  sir.  Approximately  89  percent  of  that  is  attrib- 
utable to  the  retirement  account  and  approximately  11  percent  to 
the  unemployment  and  sickness  insurance  account. 

Mr.  Pursell.  That  would  not  include  any  automation  within  that 
account  at  that  point  if  we  separated  it? 

Mr.  Bower.  A  small  portion  of  that  would  be,  and  that  is  the 
work  management  software  for  the  field  service.  We  have  a  major 
data  processing  improvement  plan  that  is  totally  separate  from 
this  that  is  part  of  our  base  budget. 

Mr.  Pursell.  I  hope  you  have  thought  that  through  because 
when  you  start  to  earmark  a  specific  amount  of  dollars  for  a  given 
program,  it  does  give  you  a  high  degree  of  accountability,  but  it 
also  causes  lack  of  flexibility. 

I  have  no  specific  cases  with  respect  to  your  agency,  but  is  this 
just  a  recommendation  on  behalf  of  the  Board  to  do  that,  to  break 
that  out  and  give  that  separate  treatment? 

Mr.  Bower.  I  can  only  speak  for  myself,  but  that  is  certainly  my 
feeling.  I  don't  happen  to  be  of  a  mind  that  you  just  throw  money 
at  problems.  I  want  to  make  certain  if  the  Congress  is  good  enough 
to  give  us  this  special  appropriation  that  both  you  and  we  and  our 
employees  know  exactly  what  it  is  for  and  that  it  is  not  just  to  be 
consumed  in  general,  but  it  is  to  address  specific  problems. 

Mr.  Pursell.  Would  you  please  comment  on  the  management? 

Mr.  Reardon.  Yes,  sir.  I  was  only  going  to  comment  to  the 
extent  that  when  those  funds  are  expended,  they  will  be  released 
by  the  Board  consistent  with  what  the  Chairman  suggested.  They 
will  not  be  fungible  and  merged  in  with  other  agency  funds. 

Mr.  Pursell.  That  would  be  on  a  quarterly  basis,  a  semiannual 
basis  or  a  monthly  basis? 

Mr.  Reardon.  In  all  probability— we  have  not  addressed  that, 
but  my  position  would  be  it  should  be  on  at  least  a  quarterly  basis. 

Mr.  Pursell.  So  you  would  have  oversight  and  accountability 
and  see  how  the  process  is  moving  along  from  a  quarterly  or 
monthly  basis? 

Mr.  Reardon.  That  is  correct.  Yes. 

Mr.  Pursell.  We  are  witnessing  more  debates  in  Congress  about 
earmarking  money  for  special  programs.  Times  change,  and  you 
are  locked  into  a  fixed  policy  that  takes  away  your  flexibility. 

I  tend  to  think  that  generally  is  bad  policy.  If  you  have  thought 
it  through  and  you  think  that  is  putting  strength  in  your  hand, 
would  that  be  sunsetted  until  it  was  completed  so  that  we  would  go 
back  to  the  original  one  line  appropriations. 

Mr.  Bower.  The  proposal  is  a  five-year  program. 

Mr.  Pursell.  So  you  would  sunset  it  at  the  end  of  five  years  at 
this  point? 

Mr.  Bower.  Yes,  sir. 

Mr.  Pursell.  Well,  that  certainly  would  lock  in  some  time  table 
and  accountability.  That  might  be  appropriate  for  us  to  look  at  if 
you  are  comfortable  with  it. 

Okay,  Mr.  Chairman,  that  is  all  I  have.  Thank  you. 
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FUNDING  OF  DUAL  BENEFITS 

Mr.  Early.  The  commission  on  Railroad  Retirement  Reform  rec- 
ommended rejecting  your  1991  proposal  to  partially  fund  dual  ben- 
efits from  the  Railroad  Retirement  Account  as  an  abrogation  of 
past  agreements  and  lacking  in  sound  rationale. 

As  you  know,  the  Congress  has  consistently  rejected  the  proposal 
in  the  past.  Why  have  you  proposed  it  again  in  1992? 

Mr.  Bower.  Well,  I  would  defer  to  either  of  my  colleagues  on 
that  particular  issue. 

Mr.  Reardon.  I  am  the  Management  Member,  Mr.  Chairman, 
and  consequently,  anything  that  does  come  out  of  the  fund  obvious- 
ly carries  with  it  a  threat  to  the  integrity  of  the  fund,  so  there  is  a 
bit  of  division  over  there.  It  seems  to  me  that  the  status  quo  should 
be  continued. 

Mr.  Early.  You  mean  Congress  has  consistently  rejected  it. 
What  has  changed? 

Mr.  Reardon.  I  support  that  rejection,  Mr.  Chairman. 

Mr.  Early.  Because  that  is  how  the  fund  was  set  up. 

Mr.  Reardon.  Well,  that  is  how  the  fund  was  set  up,  but  in  addi- 
tion, as  a  government  officer,  I  am  a  guardian  of  the  fund,  and  it 
seems  to  me  that  anything  that  threatens  the  integrity  of  that  fund 
carries  with  it  the  threat  of  a  new  tax  upon  the  employer  as  well 
as  the  employee  and  threatens  the  integrity  of  the  fund  itself. 

Mr.  Early.  I  appreciate  your  independence,  Mr.  Reardon.  I 
really  do. 

Do  you  have  sufficient  funds  in  the  1991  and  1992  request  to 
avoid  a  pro  rata  reduction  in  dual  benefits? 

Mr.  Bower.  Well,  I  think  that  members  of  the  Board  have  great 
concern  for  that.  The  $315,000,000  that  is  requested  is  probably 
adequate  to  fund  the  vested  dual  benefits,  but  it  contains  no 
margin,  and  it  also  is  contingent  upon  certain  old  cases  that  were 
discovered  a  little  over  a  year  ago  that  have  not  been  paid,  how 
many  of  those  can  be  processed  and  paid  in  the  current  fiscal  year, 
and  also  another  small  group  of  cases  that  was  discovered  a  few 
months  ago  or  a  few  weeks  ago  depending  upon  which  we  only 
have  and  estimate  on  how  much  that  might  be. 

Mr.  Early.  The  differences  of  the  Board  Members,  Mr.  Bower, 
are  they  coming  from  this  side,  or  from  that  side  or  are  they  both 
coming  from  that  side? 

Do  they  both  think  it  is  underestimated  or  do  they  think  one 
might  be  under  and  one  might  be  over? 

Mr.  Reardon.  Basically,  where  we  are  is  we  think  the  current 
estimate  is  as  accurate  as  we  can. 

It  is  an  uncertain  type  of  projection,  and  to  the  best  of  our 
knowledge,  the  current  

Mr.  Early.  So  you  think  the  Board  consensus  will  be  that  you 
have  sufficient  funds? 

Mr.  Reardon.  Yes,  sir. 

Mr.  Chamberlain.  What  is  your  question,  Mr.  Chairman? 
Mr.  Early.  If  you  had  sufficient  funding  in  1991  and  1992  to 
avoid  a  pro  rata  reduction? 
Mr.  Chamberlain.  I  wanted  to  address  your  question. 
They  answered  it.  I  didn't  have  anything  to  say  about  it. 
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Mr.  Early.  You  have  a  difference  of  opinion? 
Mr.  Chamberlain.  I  sure  do. 

The  $315,000,000,  there  are  two  categories  of  beneficiaries,  that 
the  Chairman  alluded  to,  and  if  you  take  that  into  consideration,  I 
would  be  more  inclined  to  go  with  the  figure  of  about  $322,000,000. 

That  includes  the  margin  and  that  includes  taking  care  of  those 
two  categories  that  the  Chairman  mentioned. 

Mr.  Early.  What  you  are  saying  is  that  you  think  there  is  insuf- 
ficient funds  to  avoid  a  pro  rata  reduction? 

Mr.  Chamberlain.  I  say  there  is  a  possibility  of  there  being  in- 
sufficient funds.  You  have  got  to  keep  in  mind  that  any  monies  not 
spent  all  come  back. 

TIMELINESS  OF  PROCESSING  UNEMPLOYMENT  INSURANCE  PAYMENTS 

Mr.  Early.  That  is  a  judgment,  too.  What  is  the  Board's  time 
standards  for  processing  unemployment? 

Mr.  Bower.  After  the  seven-day  waiting  period,  it  is  approxi- 
mately 91  percent  within  seven  days. 

Mr.  Early.  Now,  the  country  just  experienced  a  brief  national 
railroad  strike  which  lasted  less  than  24  hours.  If  this  strike  had 
lasted  at  least  15  days,  how  many  workers  would  have  claimed  un- 
employment benefits  and  how  long  would  it  have  taken  to  process 
all  these  claims? 

Mr.  Bower.  The  number  is,  I  believe,  169,500  approximately. 

Mr.  Early.  How  long  would  it  have  taken  to  process  all  the 
claims?  Just  your  best  judgment. 

Mr.  Bower.  The  Board  Members  we  are  very  concerned  about 
that,  and  our  management  staff  went  into  a  great  deal  of  planning, 
and  the  Board  was  certainly  kept  apprised  of  it,  and  we  believe 
that  we  would  have  processed  them  in  a  timely  fashion. 

We  were  gearing  up  to  do  that. 

IMPACT  OF  A  PROLONGED  STRIKE  ON  THE  UNEMPLOYMENT  ACCOUNT 

Mr.  Early.  Fine.  The  unemployment  account  is  recovering  from 
a  deficit  balance.  What  would  be  the  financial  impact  of  a  pro- 
longed strike  on  that  account? 

Mr.  Bower.  I  think  Mr.  Reardon  could  answer  that. 

Mr.  Reardon.  Mr.  Chairman,  that  fund,  the  unemployment  ac- 
count, is  transitioning  into  an  experience  rated  tax  for  its  source  of 
funding.  Consequently,  on  this  year — fiscal  year  1992 — I  might  add, 
we  move  into  a  portion  of  the  tax  wherein  two-thirds  will  be  based 
upon  experience  and  one-third  based  on  the  old  statutory  rate.  To 
answer  your  question,  had  there  been  a  prolonged  strike,  the  expe- 
rience rate  would  have  reflected  that  strike,  and  consequently, 
greater  contributions  would  have  been  made  to  the  fund  to  cover 
the  additional  outflow  of  funds. 

Mr.  Early.  I  have  several  other  questions. 

What  we  will  do,  Mr.  Bower,  we  will  just  include  them  in  the 
record  at  the  end. 

I  want  to  thank  the  Board  for  their  testimony.  Thank  you  very 
much. 
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Mr.  Bower.  Thank  you  for  the  courtesy. 
Mr.  Reardon.  Thank  you,  Mr.  Chairman. 

[Questions  and  answers  for  the  record  and  the  justifications 
follow:] 


974 


AGREEMENT  WITH  OFFICE  OF  MANAGEMENT  AND  BUDGET 

Mr.  Natcher:    Provide  a  copy  of  the  agreement  between  the 
Office  of  Management  and  Budget  and  the  Board.    What  items  have  not 
been  resolved?    When  will  the  agreement  be  finalized? 

Mr.  Bower:    A  copy  of  the  agreement  between  the  Office  of 
Management  and  Budget  (0MB)  and  the  Railroad  Retirement  Board  (RRB) 
follows.    At  this  time,  there  are  no  unresolved  issues,  and  the 
agreement  has  been  finalized. 


Railroad  Retirement  Board  Special  Management  Improvement  Fund 


FTE's  fry  Fiscal  Year 


1992 

1993 

1221 

1995 

1996 

Total 

1. 

Claims  Processing 

39.0 

49.0 

43.0 

4.0 

4.0 

139.0 

2. 

Debt  Collection 

5.5 

3.5 

3.5 

3.5 

3.5 

19.5 

3. 

Fraud  Control 

11.7 

8.7 

6.3 

5.8 

5.5 

38.0 

4. 

Information  Systems 

2.0 

5.0 

5.0 

5.0 

5.0 

22.0 

5. 

Tax  Accounting 

16.8 

a/ 

a/ 

a/ 

3/ 

3/ 

6. 

Trust  Fund  Integrity 

2.0 

2.0 

2.0 

2.0 

10.0 

Total  77.0 


$  (000'sl 

by  Fiscal 

Year 

1992 

1993 

1994 

1995 

1996 

Total 

1. 

Claims  Processing 

1,486 

1,916 

1,763 

170 

176 

5,511 

2. 

Debt  Collection 

216 

147 

143 

149 

154 

809 

3. 

Fraud  Control 

447 

341 

264 

251 

245 

1,548 

4. 

Information  Systems 

75 

215 

205 

212 

220 

927 

5. 

Tax  Accounting 

965 

1/ 

a/ 

a/ 

a/ 

4,707 

6. 

Trust  Fund  Integrity 

78 

82 

85 

88 

408 

Total 

3.264 

13.910 

a/  Full  time  equivalent  employees  (FTE's)  and  dollar  distribution  for  improving 
the  railroad  retirement  tax  accounting  system  will  be  determined  in  FY  1992, 
based  on  analysis  to  be  completed  in  September  1991. 
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EXISTING       FY  1992      FY  1993      FY  1994      FY  1995     FY  1996  TOTAL 

1.    CLAIMS  PROCESSING 

Resource  Commitments  -  1/ 

FTE  39.0  49.0         43.0  4.0  4.0  139.0 

$000's  $1,486       $1,916       $1,763  $170  $176  $5,511 

Expected  Results: 

*Cost  of  living  reviews  27,796          22,434       14,878        3,242  1,150 

♦Automated  earnings  17,638         15,589        8,776        1,236  850 
recomputation  reviews 

*Cost  of  living  rejects  8,237           7,287        5,287  825 

♦Retirement  adjust- 
ments -  2/  5,904 


Subtotal  59,575  45,310       28,941        5,303  2,000 

'Last  person  service  2,980  2,580  1,080 

work  deductions 
kCost  of  living  reviews       4,113  2,098  183 

-survivor 

"Cost  of  living  rejects       1,719  958  296 

-survivor 

*EDP  policing  -  2/  10,691  10,841        8,011        1,661  650 


Subtotal  19,503  16,477        9,570        1,661  650 


Total:                               79,078  61,787  38,511  6,964  2,650 

Payment  Accuracy  (Payments  in  Force)  3/ 

Employee  benefits           99.7%  99.7%  99.7%  99.7%  99.7%  99.7% 

Spouses                          99.3%  99.3%  99.3%  99.3%  99.3%  99.3% 

Widows                           99.2%  99.2%  99.2%  99.2%  99.2%  99.2% 

Case  Accuracy  (Payments  in  Force)  3/ 

Employee  benefits           76.7%  76.7%  76.7%  76.7%  76.7%  76.7% 

Spouses                           82.9%  82.9%  82.9%  82.9%  82.9%  82.9% 

Widows                           83.1%  83.1%  83.1%  83.1%  83.1%  83.1% 


1/    Proposed  funding  provides  for  FTE  costs  FY  1992  thru  FY  1996  and  $21,000  for 

PC  acquisition  in  FY  1992. 
2/    Recently  installed  automated  management  control  systems  for  these  categories 

may  cause  the  annual  counts  to  fluctuate  from  previous  estimates.  However, 

this  will  not  impact  on  achieving  the  overall  goals  established. 
3/   The  objective  is  to  maintain  at  least  the  current  level  of  payment  and 

case  accuracy  while  eliminating  the  claims  processing  backlogs. 

Adjusting  claims  with  longer  retroactivity  adds  to  the  complexities 

and  usually  makes  the  work  more  susceptible  to  errors  compared  to 

claims  processed  on  a  more  current  basis. 

Claims  processing  categories  and  accuracy  measures  are  defined  on  the  following  pages. 
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Claims  Processing  Categories 


Cost-of-living  reviews 

This  category  includes  claims  that  were  adjusted  for  annual  cost-of-living 
increases  through  an  automated  mass  adjustment  process.    These  claims  were 
referred  by  the  automated  system  for  review  by  a  claims  examiner  because  of  a 
discrepancy  or  inconsistency  in  RRB  records.    These  claims  may  require  an 
annuity  adjustment  or  a  record  correction. 

Automated  earnings  recomputation  reviews  and  rejects  (AERO  cases) 

Railroad  retirement  annuities  are  adjusted  through  an  automated  mass 
adjustment  process  to  provide  credit  in  annuity  calculations  for  post- 
retirement  earnings.    Some  cases  reject  from  the  automated  process  or  are 
coded  for  manual  review  because  of  discrepancies  or  inconsistencies  in  RRB 
records.    Such  cases  must  be  reviewed  by  a  claims  examiner  and  recomputations 
may  be  necessary  in  some  cases. 

Cost-of-living  rejects 

While  most  railroad  retirement  and  survivor  annuities  are  adjusted  for  annual 
cost-of-living  increases  through  an  automated  mass  adjustment  process,  some 
cases  are  rejected  from  the  mass  adjustment  process,  generally  to  prevent  a 
potential  overpayment.    Cases  also  reject  if  they  were  rejected  previously  and 
have  not  been  corrected.    These  cases  must  be  reviewed  by  a  claims  examiner 
and  adjusted  to  pay  the  cost-of-living  increase. 

Retirement  adjustments 

This  category  includes  employee  and  spouse  payments  that  require  a  review  or 
annuity  adjustment  by  a  claims  examiner  for  a  variety  of  reasons,  such  as 
post-retirement  earnings,  recovery  of  an  overpayment,  reinstatement  of 
suspended  benefits,  errors  or  discrepancies  identified  by  quality  assurance  or 
post-edit  efforts,  reissue  of  a  returned  check,  or  payment  of  additional 
benefits  such  as  a  supplemental  annuity. 

Last  person  service  work  deductions 

Besides  normal  benefit  deductions  for  post-retirement  nonrailroad  earnings 
exceeding  certain  limits,  employee  and  spouse  annuities  are  subject  to 
additional  work  deductions  when  a  retiree  works  for  his  or  her  last  pre- 
retirement nonrailroad  employer. 

EDP  policing 

The  RRB  matches  annuitant  records  to  social  security  earnings  records  to 
identify  individuals  who  are  working  under  social  security  coverage  while 
receiving  railroad  retirement  or  survivor  benefits  and  may  not  have  reported 
their  earnings.    In  such  cases,  depending  on  the  amount  of  earnings,  the  age 
of  the  annuitant  and  other  factors,  an  annuity  adjustment  (to  apply  work  or 
earnings  deductions)  may  be  necessary. 
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Accuracy  Measures 

Payment  accuracy 

The  payment  accuracy  rate  measures  the  percentage  of  dollars  paid  correctly. 
For  post  adjudication  cases  (payments  in  force),  the  percentage  is  calculated 
using  dollars  paid  and  payable  in  the  month  of  the  award. 


Case  accuracy 

The  case  accuracy  rate  measures  the  percentage  of  cases  that  do  not  contain 
a  material  error.    A  case  contains  a  material  error  if  it  contains  (1)  an 
incorrect  payment  totalling  $5.00  or  more  at  the  time  the  payment  is 
corrected,  (2)  an  incorrect  payment  of  less  than  $5.00  which  totals  1%  of 
the  monthly  annuity  rate,  or  (3)  any  situation  in  which  a  non-entitled 
benefit  is  paid. 
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TOTAL 


Existinq 

DEBT  COLLECTION 

FY  1992  1 

FY  1993  1 

FY  1994 

FY  1995 

FY  1996 

FY  92-96 

Resource  Commitments  - 
FTE 
000 's 

5.5  a/ 
$216  c/ 

3.5  b/ 
$147  c/ 

3.5  b/ 
$143 

3.5  b/ 
$149 

3.5  b/ 
$154 

19.5 
$809 

Expected  Results: 

♦Hire  debt  collection 
executive 

Implemented 

♦Offsets  from  Federal  income 
tax  refunds  and  related 
voluntary  repayments 
($000's) 

Base  408 
Increase  -0- 
Total  408 

408 

_-0- 
408 

408 

122 
530 

408 

122 
530 

408 

122 
530 

408 

122 
530 

2,040 
488 
2,528 

♦Collection  agency 
collections  ($000's) 
Base 
Increase 
Total 

7 

-0- 
7 

7 
4 
11 

7 
4 
11 

7 
4 
11 

7 

"IT 

7 

"IT 

35 

 20 

55 

♦Increased  trust  fund 
earnings  from  earlier 
establishment  and 
collection  of  accounts 
receivable  ($000's) 

-0- 

67 

139 

150 

161 

173 

690 

'Increased  collections 
through  salary  offset 
and  offsets  against 
other  federal 
programs  d/ 


increased  trust  fund  earnings 
Total  projected  increase  in  debt  collection  and  trust  fund  earnings  (000's) 


Total  projected  debt  collection  and 
(for  above  activities  only)  (000's) 


Return  on  resources  ($1,198,000  increase  in  debt  collection  and  trust  fund 
earnings     $809,000  additional  resource  commitment)  = 


$3,273 
$1,198 

1.48 


a/    Bureau  of  Fiscal  Operations  (BFO)  3.0;  Bureau  of  Unemployment  and  Sickness  Insurance 

(BUSI)  2.0;  Office  of  Retirement  and  Survivor  Programs  (ORSP)  0.5 
b/    BFO  3.0;  QRSP  0.5 

c/    Includes  $10vOCL0for  overtime  in  both  fiscal  year  1992  and  1993. 

d/    Information  on  additional  collections  through  salary  offsets  and  offsets  against 

other  federal  programs  is  not  currently  available.    The  RRB  will  obtain  data  on 

potential  salary  offsets  by  April  30,  1991. 
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3.    FRAUD  CONTROL 


EXISTING     FY  1992       FY  1993       FY  1994     FY  1995     FY  1996  TOTAL 


Applications  (OOO's) 
Claims  (OOO's) 

Resource  Commitments 


85 
596 


FTE 

$000 's 


81 
578 


11.7  a/ 
$447 


79 
561 


8.7  b/ 
$341 


Expected  Results: 

♦State  Wage  Matches  10  30 

*%  of  Employees  covered        48  75 
*$  Recoverable  (OOO's)       $929        1,145  fj 
*Cases  referred  to 
Office  of  Inspector 

General  (OIG)  g/  136  235  f/ 

Physician  ID  Implemented 


34 
80 
1,145  U 


77 
544 


6.3  c/ 
$264 


38 
85 
1,161  f/ 


75 
529 


5.8  d/ 
$251 


42 
90 

1,166  f/ 


73 
510 


5.5  e/ 
$245 


46 
95 

1,167  f/ 


38.0 
$1,548 


235  f/        238  f/       239  fj       240  f/ 


a/       Includes  7.9  -  Bureau  of  Unemployment  and  Sickness  Insurance  (BUSI), 

2.8  -  Bureau  of  Field  Service  (BFS),  1.0  -  Bureau  of  Data  Processing  (BDP) 

b/       Includes  6.5-BUSI,  2.2-BFS 

c/       Includes  4.4-BUSI,  1.9-BFS 

d/       Includes  4.1-BUSI,  1.7-BFS 

e/      Includes  4.0-BUSI,  1.5-BFS 

f/  Estimates  are  based  on  a  lower  number  of  employees  qualified  for  benefits  and  a  lower 
number  of  claims,  as  well  as  past  experience,  which  has  shown  a  decline  in  the  number  of 
"hits"  in  States  where  matches  have  been  in  effect  for  several  years.  Accordingly,  the 
out  years  may  need  to  be  adjusted  as  we  add  additional  States. 

g/      Cases  are  referred  to  OIG  for  investigation  of  possible  criminal  fraud. 
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FY  1992      FY  1993      FY  1994     FY  1995     FY  1996  TOTAL 


a/ 

INFORMATION  SYSTEMS 


Resource  Commitments  b/ 

FTE  2.0  5.0  5.0  5.0  5.0  22.0 

SOOO'S  $75  $215  $205  $212  $220  $927 


Expected  Results: 

*  A  workload  measurement  system  will  be  developed  that  will  track  the  time  it 
takes  the  field  service  to  complete  major  workloads.    The  data  will  be  valid  at 
the  regional  and  national  level. 

*  The  system  will  be  developed  in  FY  1992,  piloted  in  the  first  6  months  of  FY 
1993,  and  fully  implemented  by  the  end  of  FY  1993. 


a/     The  RRB  has  adopted  an  automation  strategy  for  developing  new  and  enhanced  systems. 
This  strategy  encompasses  both  short  and  long-term  objectives  and  is  based  on 
providing  incremental  improvements  through  a  series  of  specific  systems 
initiatives.    Key  elements  of  the  automation  approach  include  development  of:  an 
integrated  database  to  house  all  railroad  retirement  benefit  and  taxation  data;  an 
on-line  rate  history  system;  a  new  taxation  database  correction  system;  and,  new 
calculation  and  payment  systems  to  automate  various  post-adjudication  benefit 
adjustments.    Several  of  these  initiatives  are  currently  underway,  and  others  will 
be  undertaken  over  the  next  few  years.    Also,  the  RRB  will  be  performing  an  in- 
depth  analysis  of  the  current  taxation  system  to  determine  the  extent  to  which  that 
system  and  the  systems  from  which  it  draws  data  need  to  be  modified  or  replaced. 
In  addition  to  these  initiatives  which  focus  on  mainframe  systems,  the  automation 
strategy  also  calls  for  development  of  microcomputer  applications  and  expanded  use 
of  microcomputer  technology.    The  RRB  will  seek  consensus  with  the  Office  of 
Management  and  Budget  in  connection  with  these  additional  improvements. 

b/     Includes  $20,000  for  pilot  and  implementation  training  in  FY  93. 
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FY  1992       FY  1993       FY  1994       FY  1995       FY  1996 


5.    TAX  ACCOUNTING 
Resource  Commitments  - 
FTE 

$000 's 

Expected  Results: 
♦Reduced  backlogs  of  3/ 
corrected  statements 
and  record  corrections 


16.80  2/ 
$965    1/  2/ 


50,848 


4/ 


4/ 


y 


y 


$4,707 


System  Redesign 


Complete 
pi anning 
effort 


\J     This  funding  also  supports  computer  terminals,  overtime  and  a  few  additional  FTE's. 


2J     A  system  design  effort  will  commence  in  the  first  calendar  quarter  of  1991  and  will 
end  in  September  1991.    This  planning  effort  will  identify  the  resources  for 
development  and  implementation  of  both  short-term  and  long-term  solutions.    Qnce  the 
plan  is  complete,  the  distribution  of  FTE's  and  funds  for  FY  1993-1996  can  be 
allocated. 


3/     Record  corrections  are  entries  of  certain  data  to  the  tax  accounting  system  to  ensure 
accurate  tax  statements.    Certain  categories  of  work,  such  as  cash  refunds,  are  not 
automatically  sent  to  the  tax  accounting  system.    RRB  personnel  must  review  these 
categories,  determine  the  effect  on  the  tax  record,  and  process  the  corrections. 

Prior  to  FY  1990,  record  correction  activity  was  not  identified  as  a  workload.  No 
effort  was  made  to  track  activities  requiring  record  correction  once  a  calendar  year 
ended.    Records  that  were  not  corrected  often  resulted  in  inaccurate  tax  statements. 
In  turn,  this  caused  the  issuance  of  more  corrected  tax  statements. 

4/     The  ending  balance  for  FY  1990  was  21,997.    The  estimated  ending  balance  for  FY  1991 
is  51,588.    An  acceptable  carry  forward  balance  is  10,375. 

An  automation  solution  will  be  part  of  the  system  redesign  effort.    Once  the  planning 
effort  is  complete,  the  RRB  will  know  the  best  way  to  permanently  solve  the  problem. 
In  the  meantime,  staff  is  needed  to  prevent  the  workload  from  getting  out  of  control. 
A  focus  of  the  automation  efforts  will  be  the  prevention  of  future  backlogs  as  well 
as  the  elimination  of  existing  ones. 
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FY  1992    FY  1993    FY  1994    FY  1995    FY  1996  TOTAL 


6.  TRUST  FUND  INTEGRITY 

Resource  Commitments 
FTE 

$000' s 
Expected  Results: 

♦Annual  reconciliations  of  compensation  reported  on  wage  records  against  compensation 
reported  on  tax  returns  will  be  completed  at  least  1  year  before  the  expiration  of  the 
statute  of  limitations  starting  with  1990  tax  returns  and  wage  records  received  by  the 
RRB  in  mid-1991. 

*Near  100  percent  reconciliations  of  actual  tax  deposits  will  be  performed  with  Department 
of  the  Treasury  records  within  3  months  after  IRS  starts  providing  detailed  information 
obtained  through  the  Automated  Clearing  House  system. 


2.0 
$75 


2.0 
$78 


2.0 
$82 


2.0 
$85 


2.0 


10.0 
$408 
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ITEMS  EXCLUDED  FROM  IMPROVEMENT  INITIATIVE 

Mr.  Natcher:    What  items  identified  by  the  OMB  management 
review  were  excluded  from  the  improvement  initiative? 

Mr.  Bower:    The  improvement  initiative  incorporates  22  of  the 
117  recommendations  included  in  the  Office  Management  and  Budget 
(OMB)  draft  report.    In  addition,  the  RRB  has  completed  actions  on 
38  of  OMB's  other  recommendations,  and  24  of  the  other 
recommendations  require  no  further  action  by  the  RRB.    Actions  on 
the  remaining  34  recommendations  listed  below  are  either  underway  or 
planned  and  will  be  completed  as  our  baseline  resources  permit. 

The  RRB  should  consider  giving  administrative  waiver  in 
appropriate  non-productive  overpayment  backlog  categories. 

The  RRB  should  aggressively  pursue  financial  and  legal 
steps  to  wipe  out  the  backlog. 

To  prevent  a  recurrence  of  backlogs  in  the  future,  the  RRB 
should  commit  to  developing  an  integrated  database. 

The  RRB  should  immediately  begin  planning  for  an  RRB-wide 
integrated  database. 

The  RRB  must  eliminate  the  dependence  on  claims  folders 
for  post-entitlement  processing. 

The  RRB  must  develop  a  management  training  plan  that  would 
enhance  top  management  skills  in:    A)  strategic  planning 
and  in  developing  alternative  action  plans;  B)  overseeing 
major  elements  of  project  implementation  and  tracking  the 
impact  of  projects  on  all  parts  of  the  organization;  and 
C)  anticipating  and  evaluating  the  impact  of  legislative 
and  program  changes  on  all  parts  of  the  organization. 

The  RRB  management  must  also  develop  a  managers'  project 
training  plan  for  managers  in  the  major  program  areas 
and/or  managers  of  special  projects.    This  training  would: 
A)  provide  skill  training  in  program  and  project 
leadership  and  oversight;  and  B)  provide  managers  with  a 
greater  ability  to  lead  cross-agency  projects  and  to 
communicate  particular  program  issues  to  managers  of  other 
programs. 

Combining  the  RRB  Field  Operating  and  Retirement  Claims 
Manuals  would  likely  be  useful  to  both  the  Field  and 
Office  of  Retirement  and  Survivor  Programs  examiners. 

The  RRB  may  want  to  correct  erroneously  certified  cases 
when  notified  by  the  Social  Security  Administration  (SSA). 

The  RRB  may  want  to  examine  whether  it  is  feasible  in 
social  security  offset  cases  to  have  SSA  certify  the 
payments  to  the  RRB  instead  of  allowing  SSA  to  continue 
payment. 
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The  RRB  should  consider  centralizing  the  medical 
development  for  disability  claims  in  headquarters  where 
appropriate  expertise  can  be  maintained. 

The  RRB  should  continue  to  seek  from  SSA:    A)  on-line 
access  for  all  RRB  examiners  to  SSA's  Master  Beneficiary 
Record  and  B)  on-line  access  to  SSA's  earnings  records, 
numidents,  and  alphadents. 

The  RRB  should  automate  widows7  claims  processing. 

The  Bureau  of  Data  Processing  must  give  high  priority  to 
implementing  the  57  Retirement  Adjudication  System  Initial 
program  changes  that  were  outstanding  as  of  April  13, 
1990. 

The  RRB  should  review  its  enabling  statute  and  consider 
initiating  amended  or  clarifying  legislation  which  would 
authorize  disclosure  of  delinquent  debts  to  credit 
bureaus. 

Where  a  bureau  has  released  an  initial  notice  to  the  payee 
whose  account  has  been  entered  into  the  Program  Accounts 
Receivable  system,  only  two  additional  notices  are 
necessary  to  conform  to  Federal  Claims  Collection 
Standards. 

Require  railroads  to  provide  annual  wage  record  matching 
data. 

Accelerate  the  wage  match  with  SSA  records  for 
beneficiaries  receiving  disability  benefits. 

Coordinate  State  wage  matches  for  Unemployment  and 
Sickness  Insurance  purposes  with  disability  rolls. 

Establish  and  enforce  taxation  accounting  standardized 
testing  procedures  to  include  all  systems  that  may  be 
impacted  by  changes  to  another  system. 

Develop  a  plan  for  data  entry,  benefit  calculations,  and 
inquiry  capabilities  from  field  offices  and,  possibly, 
inquiries  directly  from  annuitants  using  touch-tone 
phones. 

The  Memorandum  of  Understanding  (MOU)  between  the  RRB 
Office  of  Inspector  General  (OIG)  and  the  Internal  Revenue 
Service  (IRS)  should  be  expanded  to  include  a  requirement 
provision  that  the  IRS  make  an  "Adjustment"  to  the 
employer's  account  when  the  OIG  report  is  received.  The 
MOU  should  also  state  that  the  IRS  will  coordinate  efforts 
when  employers  disagree  with  the  issues  identified  by  the 
OIG  audit.    In  addition,  the  MOU  should  include  a 
reporting  system  to  keep  the  OIG  and  the  RRB  informed  of 
the  actions  taken  by  the  employers  subsequent  to  a  report 
being  issued. 
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The  RRB  should  improve  communications  with  the  Department 
of  the  Treasury  (Treasury)  and  "join  forces"  with  SSA  to 
address  problems  adversely  affecting  both  the  RRB  and  SSA. 

The  RRB  should  plan  for  computer  resources  within  a 
strategic  direction. 

The  RRB  should  generalize  selected  policies  and  standards 
to  cover  both  mainframe  and  PC-based  systems. 

The  RRB  should  develop  and  implement  a  more  general  set  of 
agencywide  policies,  standards  and  procedures  to  ensure 
the  quality  and  integrity  of  RRB  data  files  and 
appl ications. 

There  should  be  an  information  resources  management 
strategic  plan  that  includes  A)  a  user-driven  vision  of 
how  information  services  should  be  delivered  to  RRB 
customers;  B)  an  assessment  of  distributed  processing  and 
other  technologies,  including  application  generators  and 
related  software  engineering  tools,  and  how  they  will 
affect  the  options  available  for  delivery  of  services  in 
the  future;  and  C)  an  information  system  architecture  that 
describes  how  and  where  the  information  necessary  to 
support  such  a  vision  should  reside  and  be  processed. 

The  RRB  should  meet  the  threats  posed  by  PC's,  area 
networks  and  distributed  processing  by  planning  for  them 
in  advance  and  adopting  more  effective  new  measures  to 
safeguard  RRB  systems  and  information. 

The  RRB  must  immediately  begin  a  program  to  change  the 
current  case  folder  filing  system,  using  the  most 
appropriate  technology  at  the  best  cost.    Agencies  such  as 
the  Department  of  Commerce's  National  Institute  of 
Standards  and  Technology  should  be  asked  to  assist;  other 
agencies  who  are  converting  paper  records  to  electronic 
media  (Patent  and  Trademark  Office,  Library  of  Congress, 
Defense)  should  be  consulted. 

The  RRB  should  test  some  innovations  in  recruitment 
including  expanding  geographic  areas. 

The  RRB  should  create  part-time  jobs. 

The  RRB  should  create  satellite  claims  processing  units. 

The  RRB  should  consider  other  hiring  means. 

All  supervisors  and  managers  should  have  training  in 
internal  management  controls. 

IMPROVEMENT  PLAN 

Mr.  Natcher:    Provide  a  copy  of  the  5-year  improvement  plan. 

Mr.  Bower:    A  copy  of  the  plan  follows. 
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FUNDING  OF  SPECIAL  MANAGEMENT  IMPROVEMENT  INITIATIVE 

Mr.  Natcher:    How  would  the  $3,264,000  in  fiscal  year  1992  for 
the  Special  Management  Improvement  Fund  be  split  between  the 
Limitation  on  Administration  and  the  Limitation  on  Railroad 
Unemployment  Insurance  accounts? 

Mr.  Bower:    Eighty-nine  percent  of  the  expenditures  from  the 
special  fund,  or  approximately  $2,905,000,  will  be  charged  to  the 
railroad  retirement  trust  funds  and  the  remaining  11  percent,  or 
approximately  $359,000,  to  the  Railroad  Unemployment  Insurance 
Account. 

PROGRAM  SERVICE  LEVEL  INDICATORS 

Mr.  Natcher:    Provide  data  on  program  service  level  indicators 
such  as  timeliness  and  accuracy  for  your  major  workloads  for  the 
period  1988-1991. 

Mr.  Bower:    Provided  below  is  the  actual  performance  data  for 
fiscal  years  1988  through  1990  and  planned  performance  standards  for 
fiscal  year  1991  for  the  Railroad  Retirement  Program. 

Railroad  Retirement  Program 
Program  Service  Level  Indicators 
Timeliness  of  Processing 

Elapsed  Time  for  Final  Disposition,  from  Date  of  Filing 

FY  1991 


FY  1988 

FY  1989 

FY  1990 

Goals 

Age  and  Service 

Within  30  days 

16.4% 

30.5% 

30.1% 

Within  60  days 

38.2% 

55.6% 

58.2% 

Within  90  days 

58.3% 

69.9% 

75.2% 

77.0% 

Over     90  days 

41.7% 

30.1% 

24.8% 

Employee  Disability  Ratings 

Within  90  days 

34.8% 

36.6% 

35.6% 

41.0% 

Over     90  days 

65.2% 

63.4% 

64.4% 

Spouse 

Within  30  days 

17.6% 

16.8% 

18.3% 

Within  60  days 

39.5% 

38.5% 

45.2% 

Within  90  days 

57.2% 

55.5% 

64.5% 

67.0% 

Over     90  days 

42.8% 

45.0% 

35.5% 

Survivor  Monthly  Benefits 

Within  30  days 

3.1% 

3.8% 

6.0% 

Within  60  days 

25.1% 

22.7% 

33.4% 

Within  90  days 

56.4% 

49.7% 

63.9% 

65.0% 

Over     90  days 

43.6% 

50.3% 

36.1% 

Survivor  Lump  Sum 

Within  30  days 

9.4% 

7.5% 

12.5% 

Within  60  days 

38.7% 

31.7% 

41.7% 

Within  90  days 

63.6% 

55.2% 

63.5% 

65.0% 

Over     90  days 

36.4% 

44.8% 

36.5% 
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Railroad  Retirement  Program 
Program  Service  Level  Indicators 
Pavment/Case  Accuracy 


FY  1990 


FY  1991 


FY  1988 

FY  1989 

i  rre  i  j in inarY )  of 

Payment  Accuracy  Rate  1/ 

•    Initial  claims  -  all  types 

98.94% 

98.89% 

99.37% 

•  Age  and  service 

•  Spouse 

•  Widow(er) 

99.23% 
98.58% 
98.70% 

99.33% 
98.18% 
98.55% 

99.78% 
98.65% 
99.30% 

99.3% 
98.4% 
98.6% 

•   Post  claims  -  all  types 

99.78% 

99.48% 

99.87% 

•  Age  and  service 

•  Spouse 

99.69% 
99.24% 

99.72% 
99.43% 

99.93% 
99.86% 

99.7% 
99.4% 

♦  Widow(er) 

99.42% 

98.96% 

99.60% 

99.2% 

Case  Accuracy  Rate  2/ 

•  Initial  claims  -  all  types 

•  Age  and  service 

•  Spouse 

•  Widow(er) 

•  Post  claims  -  all  types 

•  Age  and  service 

•  Spouse 

•  Widow(er) 


FY  1988 


78.0% 

85.8% 
86.7% 
63.4% 

90.8% 

77.4% 
78.7% 
81.2% 


FY  1989 


83.2% 

89.9% 
85.7% 
74.3% 

81.6% 

75.4% 
87.2% 
84.4% 


FY  1990 
(Preliminary) 


89.7% 

95.3% 
88.8% 
84.7% 

92.8% 

93.8% 
92.2% 
90.0% 


FY  1991 
Goals 


89.9  -  95.3% 
86.5  -  88.8% 
74.3  -  84.7% 


76.7  -  93.8% 
87.2  -  92.2% 
84.4  -  90.0% 


1/  Percentage  of  dollars  paid  correctly. 

2/  Percentage  of  cases  paid  correctly  without  a  material  error.    A  material  error  is  (1)  an 
incorrect  payment  which  has  accumulated  to  a  total  of  $5.00  or  more  at  the  time  payment  is 
corrected,  (2)  an  incorrect  payment  of  less  than  $5.00  which  is  more  than  1  percent  of  the 
monthly  annuity  rate,  or  (3)  any  situation  in  which  a  non-entitled  benefit  is  paid. 

3/  Preliminary  data  covering  the  first  6  months  of  fiscal  year  1990. 

4/  Goals  for  fiscal  year  1991  were  based  on  actual  performance  through  fiscal  year  1989  and 
preliminary  data  for  the  first  6  months  of  fiscal  year  1990  with  some  allowance  for 
improvement.    Fiscal  year  1991  goals  may  be  revised  as  additional  accuracy  data  for  fiscal 
year  1990  becomes  available. 
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Listed  below  is  the  actual  performance  data  for  FY  1988  through 
FY  1990  and  planned  performance  standards  for  FY  1991  for  the 
Unemployment  and  Sickness  Insurance  Program. 


RAILROAD  UNEMPLOYMENT  AND  SICKNESS  INSURANCE  PROGRAM 
PROCESSING  PERFORMANCE  FY  1988  -  1991 


WORK  ITEM 

FY88 

ACCURACY 
STANDARD 
ACTUAL 

FY89 

ACCURACY 
STANDARD 
ACTUAL 

FY90 

ACCURACY 
STANDARD 
ACTUAL 

FY91 

ACCURACY 
STANDARD 
PLANNED 

Unemployment 
Applications 

99%  Error 
Free 

99%  Error 
Free 

99%  Error 
Free 

99%  Error 
Free 

Sickness 
Applications 

90%  Error 
Free 

84%  Error 
Free 

96%  Error 
Free 

95%  Error 
Free 

Unemployment 
Claims 

99%  Error 
Free 

99%  Error 
Free 

99%  Error 
Free 

99%  Error 
Free 

Sickness 
Claims 

95%  Error 
Free 

94%  Error 
Free 

99%  Error 
Free 

95%  Error 
Free 

Telephone 
Inquiries 

95%  Error 
Free 

95%  Error 
Free 

95%  Error 
Free 

95%  Error 
Free 

Correspondence 

95%  Error 
Free 

86%  Error 
Free 

98%  Error 
Free 

95%  Error 
Free 

Experience  Rating 
System  Referrals 

N/A 

N/A 

95%  Error 
Free 

95%  Error 
Free 

WORK  ITEM 

FY88 

TIMELINESS 

STANDARD 

ACTUAL 

FY89 

TIMELINESS 

STANDARD 

ACTUAL 

FY90 

TIMELINESS 

STANDARD 

ACTUAL 

FY91 

TIMELINESS 

STANDARD 

PLANNED 

Unemployment 
Applications 

95%  w/in  2  days 
receipt  in  bureau 

95%  w/in  2  days 
receipt  in  bureau 

95%  w/in  2  days 
receipt  in  bureau 

98%  w/in  2  days 
receipt  in  bureau 

Sickness 
Applications 

76%  w/in  5  days 
receipt  in  bureau 

85.5%  w/in  5  days 
receipt  in  bureau 

67%  w/in  5  days 
receipt  in  bureau 

85%  w/in  7  days 
receipt  in  bureau 

Unemployment 
Claims 

95%  w/in  2  days 
receipt  in  bureau 

Sb%  w/in  2  days 
receipt  in  bureau 

95%  w/in  2  days 
receipt  in  bureau 

98%  w/in  2  days 
receipt  in  bureau 

Sickness 
Claims 

93%  w/in  4  days 
receipt  in  bureau 

93%  w/in  4  days 
receipt  in  bureau 

93%  w/in  7  days 
receipt  in  bureau 

95%  w/in  1 0  days 
receipt  in  bureau 

Telephone 
Inquiries 

95%  w/in  4  days 
receipt  in  bureau 

87%  w/in  4  days 
receipt  in  bureau 

93%  w/in  4  days 
receipt  in  bureau 

95%  w/in  4  days 
receipt  in  bureau 

Correspondence 

50%  w/in  30  days 
receipt  in  bureau 

25%  w/in  30  days 
receipt  in  bureau 

60%  w/in  60  days 
receipt  in  bureau 

75%  w/in  30  days 
receipt  in  bureau 

Experience  Rating 
System  Referrals 

N/A 

N/A 

35%  w/in  90  days 
receipt  in  bureau 

35%  w/in  90  days 
receipt  in  bureau 

NA:    Not  applicable.    The  Experience  Rating  program  started  in 
fiscal  year  1990. 
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PERFORMANCE  GOALS 

Mr.  Natcher:  What  are  your  case  processing  performance  goals 
in  terms  of  timeliness  and  accuracy? 

Mr.  Bower:  Listed  below  are  the  processing  performance  goals 
for  the  Railroad  Retirement  Program  for  fiscal  years  1991  and  1992. 

Railroad  Retirement  Program 
Program  Service  Level  Goals 
Timeliness  of  Processing 

Elapsed  Time  for  Final  Disposition,  from  Date  of  Filing 

FY  1991  FY  1992 

Age  and  Service 

Within  90  days  77.0%  78.0% 

Employee  Disability  Ratings 

Within  90  days  41.0%  42.0% 

Spouse 

Within  90  days  67.0%  68.0% 

Survivor  Monthly  Benefits 

Within  90  days  65.0%  66.0% 

Survivor  Lump  Sum 

Within  90  days  65.0%  66.0% 


Railroad  Retirement  Program 
Program  Service  Level  Goals 
Payment/Case  Accuracy  1/ 


•    Initial  claims 


Payment  Accuracy  Rate  Case  Accuracy  Rate 


•  Age  and  service  99.3%  89.9%  -  95.3% 

•  Spouse  98.4%  86.5%  -  88.8% 

•  Widow(er)  98.6%  74.3%  -  84.7% 

•   Post  claims 

•  Age  and  service  99.7%  76.7%  -  93.8% 

•  Spouse  99.4%  87.2%  -  92.2% 

•  Widow(er)  99.2%  84.4%  -  90.0% 


\J  Goals  for  fiscal  year  1991  were  based  on  actual  performance  through  fiscal  year  1989  and 
preliminary  data  for  the  first  6  months  of  fiscal  year  1990  with  some  allowance  for 
improvement.    Fiscal  year  1991  goals  may  be  revised  as  additional  accuracy  data  for  fiscal 
year  1990  becomes  available.    Fiscal  year  1992  goals  will  be  set  based  on  performance 
through  fiscal  year  1990  with  some  enhancement. 
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Listed  below  are  the  processing  performance  goals  for  the 
Railroad  Unemployment  and  Sickness  Insurance  Program  for  fiscal 
years  1991  and  1992. 


RAILROAD  UNEMPLOYMENT  AND  SICKNESS  INSURANCE  PROGRAM 
PROCESSING  PERFORMANCE  GOALS  -  FY  1991-1992 


ACCURACY 

TIMELINESS 

STANDARD 

STANDARD 

WORK  ITEM 

PLANNED 

PLANNED 

Unemployment 

99%  Error 

98%  w/in  2  days 

Applications 

Free 

receipt  in  bureau 

Sickness 

95%  Error 

85%  w/in  7  days 

Applications 

Free 

receipt  in  bureau 

Unemployment 

99%  Error 

98%  w/in  2  days 

Claims 

Free 

receipt  in  bureau 

Sickness 

95%  Error 

95%  w/in  1 0  days 

Claims 

Free 

receipt  in  bureau 

Telephone 

95%  Error 

95%  w/in  4  days 

Inquiries 

Free 

receipt  in  bureau 

Correspondence 

95%  Error 

75%  w/in  30  days 

Free 

receipt  in  bureau 

Experience  Rating 

95%  Error 

35%  w/in  90  days 

System  Referrals 

Free 

receipt  in  bureau 
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MATERIAL  WEAKNESSES 

Mr.  Natcher:  Provide  a  list  of  the  Board's  material  weaknesses 
and  your  plans  for  addressing  these  items. 

Mr.  Bower:  Following  is  the  information  you  requested  for  the 
17  material  weaknesses  that  we  reported  under  the  Federal  Managers' 
Financial  Integrity  Act  as  of  December  31,  1990. 

1.  Weakness.    Improvements  are  needed  in  the  taxation  record 
maintenance  area  to  ensure  the  accuracy  of  retirement  benefit 
tax  statements.    Certain  information  necessary  for  proper 
taxation  accounting  is  incorrectly  entered  into  the  taxation 
database  and  the  taxation  audit  file. 

Action.    We  have  made  good  progress  in  this  area  since  the 
weakness  was  identified  in  1989,  and  we  plan  to  continue  and 
expand  our  efforts  with  the  additional  resources  provided 
through  the  Special  Management  Improvement  Fund.  Seventeen 
additional  full-time  equivalent  (FTE)  staff  positions  have  been 
requested  for  this  work  in  fiscal  year  1992.    We  will  use  the 
additional  resources  to  reduce  the  backlog  of  individual  record 
corrections  and  corrected  tax  statements  (and  maintain  balances 
at  normal  workload  levels)  and  to  implement  improved  system 
controls.    Ultimately,  the  RRB  may  also  have  to  redesign  the 
tax  accounting  system  and  modify  the  systems  that  provide  it 
tax  information.    A  special  group  is  now  evaluating  the  system 
and  will  complete  a  corrective  action  plan  by  September  30, 
1991. 

2.  Weakness.    Taxation  system  improvements  are  needed  to  ensure 
that  automated  systems  produce  accurate  retirement  benefit  tax 
statements.    Mainframe  taxation  database  and  audit  file 
software  problems  cause  some  activities  to  be  processed 
incorrectly  or  untimely. 

Action.    Long-term  system  improvements  are  being  addressed  by 
the  previously  mentioned  group  that  is  evaluating  the  tax 
accounting  system.    A  number  of  improvements  will  be  completed 
in  the  next  2  years.    These  include:    an  improved  editing 
system  for  daily  processing  actions;  additional  programs  to 
correct  known  errors  and  prevent  potential  errors;  improved 
production  control  features;  and  the  replacement  of  the  tape 
audit  file  with  a  database  program  for  improved  accuracy. 

3.  Weakness.    The  retirement  benefit  award  processing  system 
requires  additional  separation  of  duties  and  improvements  in 
processing  of  input  transactions. 

Action.    We  have  completed  a  series  of  10  key  improvements  to 
correct  this  problem,  and  a  follow-up  review  is  underway  to 
assess  compliance  with  the  new  procedures.    We  expect  to 
complete  this  work  by  July  31,  1991. 

4.  Weakness.    The  authenticity  of  physicians'  medical  statements 
supporting  entitlement  to  sickness  insurance  benefits  is  not 
verified. 
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Action.    In  November  1990,  sickness  application  and 
supplemental  medical  evidence  forms  were  revised  to  include  the 
physician  tax  identification  number.    In  January  1991,  the  RRB 
obtained  on-line  access  to  The  Travelers  Insurance  Company 
physician  database  to  verify  physician  tax  identification 
numbers  and  began  matching  on  a  sample  basis.    (Also  see  item 
11.) 

5.  Weakness.    Examiner  training  and  revisions  to  the  automated 
retirement  benefit  computation  systems  are  needed  because  of 
legislative  changes. 

Action.    The  training  classes  for  our  examiners  have  now  been 
completed.    We  have  also  made  great  progress  in  completing  the 
needed  changes  to  the  Retirement  Adjudication  System  Initial. 
From  October  1,  1989,  through  January  31,  1991,  we  completed  a 
total  of  67  systems  changes.    By  September  1991,  we  expect  that 
all  significant  requests  for  program  revisions  will  be 
scheduled  for  completion  within  60  days.    At  that  time,  we  will 
recertify  this  system. 

6.  Weakness.    Automated  retirement  program  accounts  receivable 
records  were  not  routinely  verified  to  source  documents,  and 
controls  over  movement  of  these  documents  to  and  from  the  off- 
site  data  entry  contractor  were  not  adequate. 

Action.    We  completed  work  on  this  initiative  in  April  1991. 
Corrective  action  was  contingent  on  development  and 
implementation  of  the  new  on-line  program  accounts  receivable 
(PAR)  system,  which  began  operating  on  November  1,  1989.  Since 
then,  we  have  converted  our  accounts  receivable  cases  to  the 
PAR  system,  eliminated  the  need  for  additional  batch  processing 
controls,  and  discontinued  the  use  of  the  off-site  data  entry 
contractor. 

7.  Weakness.    Backlogs  and  delays  have  occurred  in  monitoring 
retirement  benefits  to  verify  continued  entitlement  and 
accuracy. 

Action.    We  have  made  progress  in  this  area  and  have  requested 
additional  resources  under  the  Special  Management  Improvement 
Fund  to  help  us  complete  needed  improvements.    Thus  far,  a 
backlog  of  delayed  social  security  cases  has  been  eliminated 
and  controls  have  been  put  in  place  to  prevent  future  backlogs. 
We  have  also  implemented  a  system  to  follow  up  on  situations 
where  benefit  checks  have  gone  uncashed  to  monitor 
beneficiaries  whose  status  may  have  changed,  including  those 
requiring  representative  payees.    Included  in  the  agreement 
with  0MB  is  a  5-year  plan  to  eliminate  remaining  backlogs  of 
retirement  and  survivor  cases.    (Also  see  item  14.) 

8.  Weakness.    Quality  assurance  controls  over  computer  processed 
initial  widow(er)  benefits  are  not  adequate. 

Action.    Retraining  for  survivor  benefit  claims  examiners  was 
completed  by  June  30,  1990.    Also,  a  management  review  was 
completed  on  July  3,  1990,  resulting  in  corrective  action  to 
create  an  audit  trail  by  storing  input  documents  at  the  Federal 
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Records  Center.    In  April  1991,  a  management  review  was 
completed  to  ensure  that  corrective  actions  have  been 
implemented  and  are  functioning  as  intended. 

9.  Weakness.    Outdated  and  incomplete  retirement  claim  manuals  are 
contributing  to  application  and  claim  processing  errors. 

Action.    We  have  started  work  on  developing  a  detailed  action 
plan  with  milestones,  which  will  identify  and  prioritize  the 
work  to  be  performed  to  address  and  eliminate  the  known 
weaknesses.    In  the  meantime,  actual  work  on  revising  the  most 
critical  areas  of  the  procedures  has  started.    During  the  life 
cycle  of  the  project,  we  will  continuously  look  for  ways  to 
streamline  the  process,  including  considering  the  use  of 
overtime,  additional  agency  staff,  outside  contractors,  and 
former  agency  employees. 

10.  Weakness.    Efforts  to  collect  about  1,000  delinquent 
unemployment  and  sickness  insurance  debts  owed  by  third  parties 
have  been  inadequate. 

Action.    We  have  greatly  increased  our  efforts  to  collect  these 
debts.  By  September  30,  1990,  we  had  reduced  the  number  of 
these  delinquent  debts  from  1,000  to  600,  and  we  expect  to 
reduce  the  pending  caseload  to  250  by  September  30,  1991.  In 
the  future,  management  monitoring  of  monthly  production  and 
accounts  receivable  reports  will  continue  to  ensure  that 
adequate  resources  are  allocated  to  this  activity. 

11.  Weakness.    The  identity  of  physicians  providing  statements 
supporting  entitlement  to  sickness  insurance  benefits  is  not 
verified. 

Action.    In  November  1990,  sickness  application  and 
supplemental  medical  evidence  forms  were  revised  to  include  the 
physician  tax  identification  number.    In  January  1991,  the  RRB 
obtained  on-line  access  to  The  Travelers  Insurance  Company 
physician  database  to  verify  physician  tax  identification 
numbers  and  began  matching  on  a  sample  basis.    (Also  see  item 
4.) 

12.  Weakness.    In  the  past,  largely  manual  processing  prevented 
timely  and  regular  debt  collection  efforts  to  effect 
unemployment  and  sickness  insurance  benefit  recoveries  from 
railroads.    As  of  December  1989,  about  3,271  delinquent  section 
2(f)  accounts  were  on  hand. 

Action.    We  have  nearly  completed  work  to  eliminate  this 
backlog.    We  expect  to  complete  review  and  follow-up  action  for 
these  cases  by  May  31,  1991. 

13.  Weakness.    Existing  controls  do  not  ensure  that  the  Treasury 
fully  and  accurately  credits  railroad  retirement  tax  deposits 
to  the  railroad  retirement  trust  funds.    The  Treasury 
occasionally  incorrectly  credits  railroad  retirement  tax 
deposits  to  other  government  accounts.    The  RRB  has  not  had 
access  to  sufficient  information  from  the  IRS  and  the  Treasury 
to  fully  verify  the  accuracy  of  these  tax  deposits. 
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Action.  We  have  initiated  corrective  action  for  this  weakness, 
and  we  have  requested  two  additional  full-time  equivalent  staff 
through  the  Special  Management  Improvement  Fund  to  help  us  make 
further  progress. 

During  fiscal  year  1990,  we  worked  with  the  Treasury  and  the 
IRS  to  define  the  process  needed  to  provide  reasonable 
assurance  that  taxes  are  correctly  credited  to  RRB  accounts. 
The  proposed  solution  requires  all  employers  to  pay  their  taxes 
through  the  Automated  Clearing  House  (ACH)  system.    The  use  of 
ACH  will  provide  the  IRS  with  a  breakdown  of  taxes  by  type: 
Tier  I,  Tier  II,  Supplemental,  and  Railroad  Unemployment 
Repayment  Tax.    The  IRS  can  then  pass  this  breakdown  of  taxes 
to  the  Treasury  to  assure  the  proper  crediting  to  RRB  trust 
funds. 

With  additional  information  and  staffing,  the  RRB  will  expand 
and  accelerate  the  reconciliation  process  for  the  $4.1  billion 
in  taxes  collected  annually  for  the  retirement  trust  funds. 
Specifically,  the  RRB  will  complete  annual  reconciliations  of 
compensation  reported  on  wage  records  against  compensation 
reported  on  tax  returns  at  least  1  year  before  the  expiration 
of  the  statute  of  limitations  starting  with  the  1990  tax 
returns  and  wage  records  received  by  the  RRB  in  mid- 1991. 

Also,  the  RRB  will  perform  a  near  100  percent  reconciliation  of 
actual  tax  deposits  with  Treasury  records  within  3  months  after 
the  IRS  provides  detailed  information  through  the  ACH  system. 

14.  Weakness.    Backlogs  and  delays  have  occurred  in  monitoring 
survivor  benefits  to  verify  continued  entitlement  and  accuracy. 

Action.    We  have  made  progress  in  this  area.    Thus  far,  we  have 
implemented  a  system  to  follow-up  on  situations  where  benefit 
checks  have  gone  uncashed  in  order  to  monitor  beneficiaries 
whose  status  may  have  changed,  including  those  requiring 
representative  payees.    We  will  eliminate  the  backlog  of 
survivor  earnings  monitoring  reviews  in  September  1991.  At 
that  time,  we  will  recertify  this  system. 

15.  Weakness.    Additional  training  was  needed  to  prevent  errors  in 
manually-processed  initial  widow  benefit  cases. 

Action.    Corrective  action  has  been  completed.    Retraining  for 
survivor  benefit  claims  examiners  has  been  completed  and  a 
management  review  was  completed  in  April  1991.    We  expect  to 
recertify  the  system  shortly. 

16.  Weakness.    There  has  been  a  backlog  of  work  involving  set-up  of 
unemployment  and  sickness  insurance  benefit  accounts 
receivable,  pursuit  of  delinquent  claimant  debts,  and 
application  of  remittances  to  accounts. 

Action.    To  help  us  achieve  our  goals,  we  have  established  a 
new  Regional  Office  Accounts  Receivable  system,  by  which  all 
five  of  our  regional  offices  now  set  up  their  own  accounts 
receivable  directly.    We  have  also  requested  additional 
resources  through  the  Special  Management  Improvement  Fund  to 
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help  us  eliminate  backlogs  in  this  operation.    For  fiscal  year 
1992,  we.  have  requested  a  total  of  5.5  full -time  equivalent 
staff  years  to  assist  in  improving  our  debt  collection  systems. 

17.    Weakness.    Significant  portions  of  the  unemployment  and 
sickness  insurance  program  procedures  are  obsolete  and 
contribute  to  benefit  processing  errors. 

Action.    Reviews  have  been  completed  of  all  adjudication  and 
procedural  manuals  to  identify  deficient  articles  and  sections. 
In  addition,  priorities  have  been  assigned  to  the  work  to  be 
completed.    A  schedule  for  issuance  of  corrected  procedures  was 
completed  on  June  29,  1990. 

Drafting  and  printing  of  revised  procedures  for  key  functions 
will  be  completed  by  December  31,  1991. 

EFFECT  ON  PAYMENTS  TO  BENEFICIARIES 

Mr.  Natcher:  How  are  payments  to  beneficiaries  affected  by  the 
six  problem  areas  which  will  be  addressed  by  the  improvement  fund? 

Mr.  Bower:    Only  one  of  the  six  problems  areas,  claims 
processing,  has  any  effect  on  recurring  railroad  retirement  payments 
to  beneficiaries.    The  initiation  of  a  retiree's  annuity  payments  is 
not  part  of  the  claims  processing  problem  area.    The  claims 
processing  problem  area  is  a  result  of  backlogs  in  subsequent 
adjustments,  such  as  those  required  for  post-retirement  earnings 
credits,  work  deductions,  and  cost-of-living  recomputations.  These 
adjustments  involve  both  potential  underpayments  and  potential 
overpayments  to  beneficiaries. 

Payments  to  unemployment  and  sickness  insurance  beneficiaries 
will  be  marginally  affected  by  addressing  the  six  problem  areas 
included  in  the  improvement  fund.    Under  the  improvement  plan, 
accounts  receivable  will  be  established  on  a  current  basis,  which 
increases  the  possibility  of  offset  from  current  benefit  payments. 
Increases  in  automated  wage  matches  will  result,  at  least  initially, 
in  an  increase  in  the  identification  of  erroneous  or  fraudulent 
payments.    Payment  timeliness  should  not  be  affected  by  these 
activities. 

WORKLOAD  MEASUREMENT  SYSTEM 

Mr.  Natcher:    You  have  included  two  additional  positions  to 
develop  a  workload  measurement  system.    When  will  this  new 
measurement  system  be  in  place? 

Mr.  Bower:    The  new  workload  measurement  system  for  the  field 
service  will  be  developed  during  fiscal  year  1992,  piloted  in  the 
first  6  months  of  fiscal  year  1993,  and  fully  implemented  nationwide 
by  the  end  of  fiscal  year  1993. 

TAX  ACCOUNTING  SYSTEM 

Mr.  Natcher:    The  tax  accounting  system  has  had  problems 
incorporating  legislative  changes  enacted  in  1986  and  1988.  Did 
1990  tax  information  go  out  to  beneficiaries  on  time?    How  accurate 
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was  this  information? 

Mr.  Bower:    For  the  second  year  in  a  row,  tax  operations 
improved.    We  released  953,468  tax  statements  in  January.  This 
represents  99.4  percent  of  all  possible  statements.    The  remaining 
records  required  manual  review. 

An  internal  quality  assurance  study  showed  a  5  percent  accuracy 
improvement  for  the  1989  tax  statements  as  compared  to  1987 
statements.    Tax  statements  for  1989  that  were  totally  correct 
increased  to  84.37  percent  from  79.2  percent  for  1987.    A  quality 
assurance  study  for  1990  tax  statements  is  planned  for  later  this 
year.    Nevertheless,  there  are  many  positive  signs  that  accuracy  is 
continuing  to  improve.    These  include: 

an  86.7  percent  increase  in  the  accuracy  of  certain  key 
elements  in  the  taxation  accounting  system; 

a  40  percent  reduction  in  cases  needing  manually-prepared 
tax  statements; 

a  significant  decrease  in  Congressional  inquiries;  and 

a  25  percent  decline  in  tax-related  telephone  calls  from 
beneficiaries  to  our  field  offices  compared  to  last  year. 
Since  1989,  the  number  of  calls  has  declined  from  72,391 
to  35,815  in  1991. 

NEW  MAINFRAME  COMPUTER 

Mr.  Natcher:    Last  year  funds  were  appropriated  for  a  new 
mainframe  computer.    What  is  the  status  of  this  acquisition  and  when 
will  the  computer  be  operational? 

Mr.  Bower:    We  are  now  in  the  "best  and  final"  negotiations 
stage.    The  new  computer  is  scheduled  to  be  operational  in 
July  1991. 


Mr.  Natcher:    How  much  will  the  new  computer  cost  in  1991  and 
1992?    Specific  funds  were  earmarked  for  the  computer  in  1991.  Will 
some  of  these  funds  be  lapsed? 

Mr.  Bower:  The  computer  will  cost  $2.89  million  in  fiscal  year 
1991  and  $2.59  million  in  fiscal  year  1992. 

We  do  not  anticipate  lapsing  any  funds  specifically  earmarked 
for  the  computer  in  1991. 
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Mr.  Natcher:    What  will  be  the  capacity  and  the  expected  life 
of  the  mainframe  computer?   What  is  the  capacity  of  the  current 
mainframe?   How  often  is  the  current  mainframe  running  at  peak 
capacity? 

Mr.  Bower:    The  new  mainframe  will  have  approximately  five 
times  the  computational  power  of  the  existing  mainframe  computer. 
The  expected  life  of  the  new  mainframe  computer  is  5  years. 

The  computer  power  of  the  existing  processor  generally  falls  in 
the  range  of  15.5  to  16.0  Millions  of  Instructions  Per  Second 
(MIPS).    Many  original  equipment  manufacturers  do  not  view  MIPS  as 
an  accurate  measure  of  their  processors'  computational  capability, 
however,  the  industry  in  general  uses  the  measure  to  roughly 
categorize  processors.    We  specified  that  the  new  processor  be  in 
the  72.0  to  75.0  MIPS  range. 

The  current  mainframe  is  running  in  excess  of  95  percent  of 
capacity  8.5  hours  a  day  between  the  hours  of  7:30  a.m.  and 
4:00  p.m. 

CONTROL  OF  MAINFRAME  COMPUTER  PROCESSING 

Mr.  Natcher:    What  system  is  in  place  to  control  the  use  of 
mainframe  processing? 

Mr.  Bower:    All  data  processing  service  requests  are  reviewed 
by  user  and  data  processing  management.    In  addition,  service 
requests  which  exceed  a  predetermined  staff  hour  threshold 
(400  hours)  to  perform  the  systems  analysis  and  programming  are 
routinely  forwarded  to  the  agency's  ADP  Steering  Committee  for 
review  and  approval.    Mainframe  processing  is  monitored  through  the 
use  of  Computer  Monitoring  Facility,  a  software  performance 
monitoring  tool . 

STATUS  OF  AUTOMATION  PLAN 

Mr.  Natcher:    What  is  the  current  status  of  the  automation 
plan?   How  does  your  automation  plan  relate  to  the  special 
improvements  initiative? 

Mr.  Bower:    The  RRB's  5-year  automation  plan  has  three 
principal  components:    new  system  initiatives  for  the  railroad 
retirement  program,  system  improvement  initiatives  for  the 
unemployment  and  sickness  insurance  program,  and  office  automation. 
The  status  of  each  is  described  below. 

a.     New  system  initiatives  for  the  railroad  retirement  program 
The  new  system  initiatives  for  the  railroad  retirement 
program  comprise  a  series  of  approximately  40  projects 
planned  to  modernize  and  improve  taxation  and  retirement 
claims  processing.    Overall,  the  focus  is  on  automating 
many  claims  processing  functions  that  currently  require 
manual  handling,  and  thereby  improving  the  timeliness  and 
accuracy  of  benefit  payments.    Projects  include  developing 
an  integrated  database,  adding  new  features  to  the 
retirement  adjudication  system,  modifying  and  rebuilding 
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the  existing  survivor  adjudication  system,  modifying  the 
taxation  accounting  system  to  ensure  that  it  consistently 
receives  complete  and  accurate  information,  and  automating 
more  of  the  debt  collection  process. 

Since  April  1990,  eight  initiatives  have  been  completed, 
including  the  initial  design  of  the  integrated  database 
and  loading  the  Railroad  Retirement  Act  master  benefit 
files  into  the  new  database.    Other  accomplishments  were 
related  to  improvements  in  the  processing  of  initial 
retirement  and  survivor  payments  and  in  the  tax  accounting 
system.    Work  is  currently  underway  on  nine  other 
initiatives,  and  the  remaining  initiatives  are  planned  for 
phased  development  and  implementation  between  December 
1991  and  December  1996. 

b.  System  improvement  initiatives  for  the  unemployment  and 
sickness  insurance  program     The  system  improvement 
initiatives  for  the  unemployment  and  sickness  insurance 
program  include  nine  projects  planned  to  modernize  and 
improve  the  processing  of  claims  under  that  program. 
These  initiatives  include  the  placement  of  the 
unemployment  and  sickness  insurance  data  into  an 
integrated  database,  increased  use  of  on-line  entry  of 
data,  expansion  of  the  State  wage  matching  systems, 
medical  information  improvements,  and  experience  rating 
system  enhancements. 

Of  these  nine  initiatives,  three  have  been  completed;  five 
are  being  worked  on  and  will  be  completed  during  fiscal 
year  1992;  and  one  --  the  integrated  database      is  being 
planned.    Development  of  the  integrated  database  should 
begin  in  fiscal  year  1993. 

c.  Office  automation     Office  automation  initiatives  look  for 
opportunities  to  increase  the  level  of  automated  support 
systems  provided  to  staff.    Improvements  involve 
mainframe-based  systems,  microcomputers  and  related 
software,  and  communications  systems.  Specialized 
microcomputer  software  is  being  developed  to  support 
claims  adjudication  processes  which  have  been  performed 
manually  until  now.    In  some  areas,  the  microcomputer 
programs  are  interacting  with  mainframe  systems  by 
uploading  and  downloading  data.    The  RRB  is  currently 
using  52  personal  computer  programs  to  improve 
productivity  in  processing  and  administering  the 
retirement,  survivor,  disability,  and  Medicare  benefit 
programs.    Nine  additional  programs  are  under  development 
at  this  time. 

The  RRB's  automation  plan  is  related  to  the  special  improvement 
initiative  in  that  the  plan  contains  all  systems  improvements 
planned  to  support  our  overall  operation  during  the  next  5  years 
within  our  existing  resources.    These  improvements  will  help  us  to 
process  our  work  more  efficiently  and  effectively  and  will  help 
prevent  the  accumulation  of  claims  backlogs  in  the  future.  The 
special  improvement  initiative  would  augment  the  automation  plan  in 
three  areas. 
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It  supports  the  RRB's  efforts  to  improve  the  tax 
accounting  system; 

it  includes  $21,000  to  fund  additional  personal  computer 
equipment  needed  to  support  the  backlog  reduction  plans 
covered  in  the  0MB  agreement;  and 

it  includes  additional  resources  for  developing  an 
automated  workload  measurement  system  for  the  field 
service.    This  will  involve  contract  funds  of  $20,000  in 
fiscal  year  1993,  two  additional  full-time  equivalent 
staff  years  (FTE's)  in  fiscal  year  1992,  and  five 
additional  FTE's  in  fiscal  years  1993  through  1996. 

The  RRB  is  in  the  process  of  contacting  outside  vendors  to 
possibly  undertake  an  independent  evaluation  of  this  5-year  plan. 

EXPERIENCE  RATING  SYSTEM 

Mr.  Natcher:    How  much  additional  work  will  you  have  to  do  to 
fully  implement  the  experience  rating  system  by  1993? 

Mr.  Bower:    Experience  rating  under  the  Railroad  Unemployment 
Insurance  Act  (RUIA)  is  being  phased  in  over  a  3-year  period  which 
began  January  1,  1990.    Effective  that  date,  the  RRB  began 
accumulating  information  concerning  benefit  charges  and  credits. 
The  information  accumulated  in  this  database  is  used  by  the  RRB  to 
determine  and  notify  each  employer  of  its  net  cumulative 
contribution  balance  and  cumulative  benefit  balance  quarterly.  The 
database  system  also  calculates  annually  each  employer's 
contribution  rate  for  the  next  calendar  year  and  prepares  an  annual 
notice  to  the  employer  of  the  components  used  in  determining  the 
rate:    the  benefit  ratio,  reserve  ratio,  1-year  compensation  base, 
3-year  compensation  base,  unallocated  charge  and  reserve  balance, 
all  determined  as  of  June  30  of  the  current  year. 

Although  the  database  system  is  fully  operational,  experience 
rating  is  being  implemented  over  a  3-year  transition  period.  The 
RUIA  provides  that  an  employer's  tax  rate  for  1991  be  partially 
determined  by  the  employer's  experience  in  1990,  and  for  1992,  by 
the  employer's  experience  in  1990  and  1991.    Implementation  of 
experience  rating  will  be  completed  with  the  calculation  of  the 
employer's  tax  rate  for  1993,  based  on  experience  in  the  years  1990, 
1991,  and  1992. 

We  plan  to  have  enhancements  in  place  by  fiscal  year  1993  that 
will  increase  the  integrity  of  the  system  without  increasing  the 
number  of  personnel  needed  to  administer  the  experience  rating 
provisions.    Included  in  the  enhancements  are  the  development  of  a 
bridge  to  the  employee  earnings  database  and  the  implementation  of 
an  on-line  system  for  exceptions  processing  which  will  hold  in  a 
suspense  file  and  track  any  transactions  that  require  correction 
before  updating  the  experience  rating  database.    The  on-line  system 
will  provide  full  accountability  for  all  transactions  entered  into 
the  database  maintenance  system. 

Implementation  and  administration  of  the  experience  rating 
provisions  of  the  RUIA  has  required  a  significant  investment  of 
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staff  resources.    We  used  more  than  22  staff  years  on  these 
Activities  in  fiscal  year  1990,  and  estimate  that  the  ongoing 
administration  of  the  experience  rating  system  will  require  20  staff 
years  each  fiscal  year. 

PROCUREMENT  OF  EQUIPMENT 

Mr.  Natcher:    Provide  a  breakdown  of  the  major  items  budgeted 
in  fiscal  years  1991  and  1992  for  equipment. 

Mr.  Bower:    A  breakdown  of  equipment  items  budgeted  in  fiscal 
years  1991  and  1992  follows: 


 Amount  

Item  1991  199; 


Mainframe  computer 

$2,890,000  1/ 

$2,590,000 

Direct  access  storage  devices 

788,000 

788,000 

Personal  computers  and  related 

equipment 

260,000 

774,000 

Computer-aided  systems  engineering 

system 

59,000 

275,000 

Mainframe  computer  equipment: 

Terminals  and  related  equipment 

164,000 

126,000 

Data  communications  processor 

-0- 

80,000 

Computer  tape  drive  equipment 

-0- 

110,000 

Printshop  and  mail  room  equipment 

-0- 

154,000 

Other  equipment 

25.000 

-0- 

Total 

$4.186.000 

$4.897.000 

1/    Includes  costs  to  install  the  new  mainframe  computer. 
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ADP  COSTS 

Mr.  Natcher:    Provide  a  breakdown  of  amounts  for  ADP  current 
operations  and  new  equipment  and  improvements  for  the  period  1988- 
1992. 

Mr.  Bower:     The  following  table  shows  the  amounts  for  fiscal 
years  1988  to  1992  for  RRB  data  processing  operations,  improvements, 
and  new  equipment. 

RRB  ADP  AMOUNTS  (SOOO's) 
FISCAL  YEARS  1988  TO  1992 


1988 

1989 

1990 

1991 

1992 

Current  Operations 

•   In-house  data  processing  staff 

6,162 

7,515 

6,443 

7,738 

8,808 

•  Equipment  rental,  space,  and 

supplies 

768 

805 

861 

938 

958 

•  Microfiche  output,  disaster 

recovery,  and  printing 

271 

341 

481 

486 

532 

•  Leased  telecommunication  service 

1,100 

966 

975 

1,100 

1,200 

•   Data  entry 

349 

290 

252 

280 

300 

•  Maintenance  and  training 

843 

795 

778 

810 

994 

•  Computer  and  checkwriting  services 

provided  by  the  Treasury 

2.350 

2.247 

2.271 

2.361 

2.464 

11,843 

12,959 

12,061 

13,713 

15,256 

Improvements  to  computer  software 

•   In-house  data  processing  staff 

567 

396 

1,728 

2,263 

1.698 

•  Contractor  assistance 

0 

350 

370 

630 

715 

567 

746 

2,098 

2,893 

2,413 

New  equipment  and  related  installation 

costs 

887 

473 

1.275 

4.186 

4.897 

TOTAL 

13.297 

14.178 

15.434 

20.792 

22.566 

AUTHORITY  TO  TRANSFER  INCOME  TAX  RECEIPTS 

Mr.  Natcher:    What  is  the  statutory  authority  to  transfer 
income  tax  receipts  on  tier  II  benefits  from  general  fund  to  the 
Railroad  Retirement  Account  through  1992?   When  does  this  authority 
expire? 

Mr.  Bower:    The  Railroad  Retirement  Solvency  Act  of  1983 
(Public  Law  98-76)  amended  section  72  of  the  Internal  Revenue  Code 
to  subject  tier  II  railroad  retirement  benefits  to  income  taxation. 
Section  224(c)(1)(A)  of  the  Railroad  Retirement  Solvency  Act 
provided  that  the  income  tax  revenues  attributable  to  the  taxation 
of  tier  II  benefits  were  to  be  transferred  to  the  Railroad 
Retirement  Account  until  October  1,  1988. 

The  authority  contained  in  section  224(c)(1)(A)  to  transfer  to 
the  Railroad  Retirement  Account  the  income  tax  receipts  attributable 
to  the  taxation  of  tier  II  railroad  retirement  benefits  has  been 
extended  by  the  Congress  by  subsequent  amendments  to  that  section. 
The  authority  for  the  transfers  was  extended  until  October  1,  1989, 
by  section  9034  of  Public  Law  100-203;  until  October  1,  1990,  by 
section  10102  of  Public  Law '101-239;  and  most  recently  until 
October  1,  1992,  by  section  5126  of  Public  Law  101-508,  enacted 
November  5,  1990. 
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As  section  224(c)(1)(A)  currently  reads,  the  authority  to 
transfer  to  the  Railroad  Retirement  Account  the  income  tax  receipts 
attributable  to  the  taxation  of  tier  II  railroad  retirement  benefits 
will  expire  on  September  30,  1992.    Income  tax  receipts  derived  from 
the  taxation  of  tier  II  benefits  paid  after  that  date  would  no 
longer  be  transferred  to  the  Railroad  Retirement  Account. 

FUNDING  OF  VESTED  DUAL  BENEFITS 

Mr.  Natcher:    In  the  hearing,  a  different  estimate  for  the 
amount  of  funding  required  for  the  Dual  Benefits  account  was 
mentioned.    Provide  further  information  on  the  estimate  of  funding 
needed  in  1992  for  this  account,  and  explain  the  difference  between 
the  two  estimates. 

Mr.  Bower:    In  the  hearing,  $315  million  was  stated  as  an 
amount  that  was  probably  adequate  to  fund  fiscal  year  1992  vested 
dual  benefits.    However,  this  amount  contained  no  margin  for 
variation  in  actual  amounts  payable  from  those  estimated,  and  it  did 
not  take  into  account  a  number  of  cases  discovered  over  the  past 
year  that  should  have  been  paid  but  were  not. 

Based  on  a  study  just  completed  for  the  next  actuarial 
valuation,  the  estimate  of  vested  dual  benefits  payable  in  fiscal 
year  1992  was  revised  downward  from  $315  million  to  $311  million. 
Again,  this  does  not  take  into  account  the  recently  discovered 
unpaid  cases.    If  none  of  these  cases  are  paid  in  fiscal  year  1991, 
and  all  are  paid  in  fiscal  year  1992,  the  fiscal  year  1992  total 
could  reach  $318  million  to  $319  million.    This  is  without 
consideration  of  margin,  which  may  be  needed  for  the  uncertainties 
in  estimates. 

Mr.  Chamberlain:    Because  of  the  uncertainties  in  estimating 
the  vested  dual  benefits  payable  in  fiscal  year  1992,  an  adequate 
margin  would  increase  the  needed  funding  to  about  $323  million 
(updated  from  the  $322  million  stated  during  the  hearing).    Such  an 
appropriation  would  ensure  no  reduction  in  benefits  resulting  from 
underfunding  of  the  dual  benefit  account  in  fiscal  year  1992. 

SINGLE  ADMINISTRATIVE  ACCOUNT 

Mr.  Natcher:    Why  can't  the  Limitation  on  Administration  and 
the  Limitation  on  Railroad  Unemployment  Insurance  accounts  be  merged 
into  a  single  administrative  account? 

Mr.  Bower:    These  accounts  could  be  merged  into  a  single 
administrative  account,  but  a  legislative  change  would  be  required. 
This  legislative  change  would  simplify  financial  management  for  the 
RRA  and  RUIA  programs.    It  would  also  give  the  RRB  the  added 
flexibility  of  being  able  to  adjust  to  changing  workloads  and 
conditions,  and  obviate  the  need  to  seek  changes  in  appropriated 
amounts.    For  these  reasons,  we  recommend  implementing  a  single 
administrative  account. 

We  included  a  legislative  proposal  in  our  fiscal  year  1991  and 
1992  budget  submissions,  to  amend  the  RRA  and  the  RUIA  to  change  the 
method  whereby  funds  are  appropriated  for  administration.  Similar 
to  provisions  in  section  201  of  the  Social  Security  Act,  this 
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proposal  would  authorize  the  pooling  of  funds  from  the  various 
accounts  established  under  the  RRA  and  the  RUIA  to  pay 
administrative  expenses  under  the  two  Acts.    Although  funds  would  be 
pooled,  the  various  accounts  would  continue  to  bear  their 
appropriate  share  of  administrative  costs.    Under  this  proposal,  the 
RRB  would  determine  the  appropriate  costs  to  be  assessed  on  each 
account  and  certify  to  the  Secretary  of  the  Treasury  amounts  to  be 
transferred  among  the  accounts. 

MEDICARE  CONTRACT 

Mr.  Natcher:    Why  hasn't  the  Medicare  Part  B  carrier  contract 
ever  been  competitively  bid  as  recommended  by  the  Inspector  General? 

Mr.  Bower:    I  have  asked  the  same  question  of  my  staff  here  at 
the  Board.    The  Inspector  General  has  recommended  that  the  contract 
be  competitively  bid.    The  Board  Members  recently  directed  the  staff 
to  study  the  legal  issues  connected  with  the  current  practice. 
Furthermore,  the  staff  was  directed  to  undertake  a  study  to  outline 
the  steps  which  would  be  necessary  in  order  to  actually  put  this 
contract  out  for  competitive  bid. 

My  personal  view  is  that  the  contract  should  be  bid  unless 
strong  policy  reasons  can  be  established  for  not  doing  so.    To  date, 
no  such  reasoning  has  been  offered. 

Mr.  Chamberlain:    Historically,  Medicare  Part  B  carriers  have 
been  selected  on  a  non-competitive  basis  and  about  90  percent  of  the 
carriers  have  been  functioning  in  that  capacity  since  the  inception 
of  the  Medicare  program.    The  Health  Care  Financing  Administration 
only  competitively  lets  a  Medicare  Part  B  contract  when  a  carrier 
leaves  the  program  or  when  a  carrier's  performance  is  deficient. 

Because  the  RRB  has  been  satisfied  with  the  Travelers 
performance,  the  RRB  has  annually  renewed  its  contract  with  the 
Travelers.    We  are,  however,  reevaluating  this  practice.  Agency 
staff  are  analyzing  the  process  of  competitively  bidding  the 
contract.    Once  completed,  we  will  decide  on  how  to  proceed  in 
letting  future  contracts. 

It  is  important  that  such  a  study  be  completed  in  order  for  the 
Board  to  make  an  informed  decision  regarding  what  course  of  action 
will  be  in  the  best  interest  and  provide  the  best  service  to  our 
beneficiaries. 
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RAILROAD  RETIREMENT  BOARD 

SUMMARY  OF  APPROPRIATION  ESTIMATES 
FOR  FISCAL  YEAR  1992 


 Estimate   Page 

 Account   FTE's  Amount  number 

Limitation  on 

Administration  1,325  a/    $  74,037,000  b/  17 


Limitation  on  Railroad 
Unemployment  Insurance 

Administration  Fund  309  17.263,000  c/  39 

Subtotal  1,634        $  91,300,000 

Special  Management 

Improvement  Fund   77  3.264,000  d/  59 

Total  1,711        $  94,564,000 

Limitation  on  Review 

Activity  119        $    7,700,000  e/ 

Dual  Benefits  Payments 

Account  ---        $315,000,000  fj  77 


Federal  Payments  to  the 
Railroad  Retirement 

Accounts  ---        $       400,000  g/  85 


a/   .  Included  in  the  1,325  FTE's  are  44  FTE's  to  perform  Medicare  activities 
which  are  financed  by  the  Health  Care  Financing  Administration. 

b/     Includes  a  $200,000  statutory  reserve  that  is  to  be  used  only  to  the 
extent  necessary  to  process  workloads  not  anticipated  in  the  budget 
estimates  and  after  maximum  absorption  of  the  cost  of  such  workloads 
within  the  remainder  of  the  existing  limitation. 

c/     Proposed  appropriation  language  specifies  that  $17,263,000  shall  be 
apportioned  for  fiscal  year  1992  from  funds  credited  to  the  Railroad 
Unemployment  Insurance  Administration  Fund. 
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d/     Proposed  appropriation  language  specifies  that  a  special  management 
improvement  fund  of  $13,910,000,  which  is  to  remain  available  for 
obligation  through  September  30,  1996,  shall  be  established  to  expand 
and/or  improve  activities  as  agreed  between  the  Office  of  Management 
and  Budget  and  the  Railroad  Retirement  Board.    The  President's  budget 
includes  $3,264,000  from  this  improvement  fund  to  be  available  for 
obligation  in  fiscal  year  1992. 

e/     This  limitation  is  for  the  Railroad  Retirement  Board's  Office  of 
Inspector  General.    It  is  described  in  a  separate  justification 
document. 

£/     The  appropriation  language  provides  for  $315,000,000  to  fund  vested 
dual  (windfall)  benefits.    It  is  proposed  that  25  percent  of  this 
amount  be  transferred  from  the  Railroad  Retirement  Account.  Funding 
sources  are  as  follows. 

Budget 

 Funding  sources   authority 

General  revenue  (of  this 
amount,  $18,000,000  is 
expected  from  income  taxes 
on  vested  dual  [windfall] 

benefits)  $236,250,000 
Railroad  Retirement  Account 

(Rail  Industry  Pension  Fund)  78.750.000 
Total  $315.000.000 


g/     This  amount  is  for  estimated  interest  related  to  uncashed  railroad 

retirement  checks  and  will  remain  available  through  September  30,  1992. 
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AGENCY  OVERVIEW 


The  primary  function  of  the  Railroad  Retirement  Board  (RRB)  is  to  administer 
comprehensive  retirement/survivor  and  unemployment/sickness  insurance 
benefit  programs  for  the  nation's  railroad  workers  and  their  families,  under 
the  Railroad  Retirement  and  Railroad  Unemployment  Insurance  Acts.  In 
connection  with  the  retirement  program,  the  RRB  has  administrative 
responsibilities  under  the  Social  Security  Act  for  certain  benefit  payments 
and  railroad  workers'  Medicare  coverage.    In  past  years,  the  RRB  has  also 
been  involved  in  the  administration  of  employee  protection  measures  provided 
by  other  Federal  railroad  legislation. 

The  RRB  is  headed  by  three  Board  Members  appointed  by  the  President  of  the 
United  States  with  the  advice  and  consent  of  the  Senate.    By  law,  one  member 
is  appointed  upon  recommendations  made  by  railroad  labor  organizations  and 
one  upon  recommendations  of  railroad  employers.    The  third  member,  the 
Chairman,  is  in  effect  independent  of  employees  and  employers  and  appointed 
to  represent  the  public  interest.    The  Board  Members'  terms  of  office  are 
5  years  and  expire  in  different  years.    The  President  also  appoints  an 
independent  statutory  Inspector  General  for  the  RRB  (outside  the 
administrative  control  of  the  Board  Members,  but  who  reports  directly  to  the 
Chairman)  who  is  to  prevent  and  detect  waste,  fraud,  and  abuse  in  RRB 
programs  and  operations. 

During  fiscal  year  1990,  the  RRB  paid  $7.2  billion  in  retirement  and 
survivor  benefits  and  $95  million  in  unemployment  and  sickness  insurance 
benefits.    At  the  end  of  the  fiscal  year,  there  were  almost  890,000 
beneficiaries  receiving  retirement  and  survivor  benefits.    During  the 
benefit  year  that  ended  in  June  1990,  about  30,000  railroad  workers  received 
unemployment  insurance  benefits  and  about  28,000  received  sickness  insurance 
benefits. 

Programs  Administered  bv  the  RRB 
Railroad  Retirement  Act 

Under  the  Railroad  Retirement  Act,  the  RRB  makes  monthly  benefit  payments  to 
railroad  employees  with  at  least  10  years  of  service  who  retire  because  of 
age  or  disability,  to  eligible  spouses  of  such  employees,  and  to  survivors 
of  deceased  employees.    Total  and  permanent  disability  annuities  are  payable 
to  employees  unable  to  work  at  any  job,  and  occupational  disability 
annuities  are  payable  to  career  railroad  employees  unable  to  work  at  their 
regular  railroad  jobs.    Supplemental  annuities  are  payable  to  career 
railroad  employees  with  service  prior  to  October  1981.    There  are  also 
provisions  for  lump-sum  payments. 
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The  RRB  also  administers  certain  vested  dual  (windfall)  benefits  financed  by 
annual  appropriations  from  general  funds.    Of  the  almost  890,000 
beneficiaries  on  the  rolls,  about  229,000  receive  these  benefits. 

Railroad  Unemployment  Insurance  Act 

Under  the  Railroad  Unemployment  Insurance  Act,  the  RRB  pays  unemployment 
insurance  benefits  to  railroad  workers  who  are  unemployed  but  ready, 
willing,  and  able  to  work  and  sickness  insurance  benefits  to  railroad 
workers  who  are  unable  to  work  because  of  illness  or  injury.    The  RRB  also 
assists  unemployed  railroad  workers  in  securing  employment. 

Northeast  Rail  Service  Act  of  1981 

Prior  to  the  sale  of  Conrail  to  the  public,  the  RRB  administered  a  program, 
authorized  by  Section  701  of  the  Regional  Rail  Reorganization  Act  of  1973 
(as  amended  by  the  Northeast  Rail  Service  Act  of  1981),  for  protected 
employees  adversely  affected  by  the  restructuring  of  certain  railroad 
operations.    Since  April  2,  1987,  Conrail  has  been  responsible  for 
adjudicating  and  paying  claims  filed  for  benefits.    In  fiscal  year  1990, 
there  was  minimal  program  activity  --  i.e.,  activities  related  to 
establishing  and  collecting  benefit  overpayments  related  to  claims  paid  by 
the  RRB. 

Financing  of  Railroad  Retirement  Benefits 

The  primary  source  of  income  for  the  railroad  retirement/survivor  benefit 
program  is  payroll  taxes  paid  by  railroad  employers  and  their  employees.  By 
law,  railroad  retirement  taxes  are  coordinated  with  social  security  taxes. 
Employees  and  employers  pay  tier  I  taxes  at  the  same  rate  as  social  security 
taxes.    In  addition,  both  employees  and  employers  pay  tier  II  taxes,  which 
are  used  to  finance  railroad  retirement  benefit  payments  over  and  above 
social  security  levels. 

Other  sources  of  income  currently  include  the  financial  interchange  with  the 
social  security  trust  funds,  advances  from  the  financial  interchange, 
Federal  income  taxes  on  railroad  retirement  annuities,  appropriations  from 
general  funds  of  the  Department  of  the  Treasury  (Treasury)  provided  to 
phase-out  certain  vested  dual  (windfall)  benefits,  and  interest  on 
investments.    Funds  not  needed  immediately  for  benefit  payments  or 
administrative  expenses  are  invested  in  interest-bearing  securities.  The 
Railroad  Retirement  Act  restricts  investments  to  obligations  of,  or 
obligations  guaranteed  as  to  principal  and  interest  by,  the  U.S.  Government. 

In  effect,  through  the  financial  interchange,  the  portion  of  railroad 
retirement  annuities  that  is  equivalent  to  social  security  benefits  is 
reinsured  through  the  social  security  system,  thereby  extending  social 
security  protection  to  railroad  workers.    The  financial  interchange  places 
the  social  security  trust  funds  in  the  same  position  they  would  be  in  if 
railroad  service  were  covered  by  the  social  security  program  instead  of  the 
railroad  retirement  program. 
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In  October  1984,  the  regular  Railroad  Retirement  Account  was  divided  into 
two  accounts  with  the  establishment  of.  the  SSEB  Account.    The  SSEB  Account 
is  charged  with  railroad  retirement  benefit  payments  equivalent  to  social 
security  benefits  and  credited  with  taxes  and  transfers  associated  with 
those  benefits.    The  current  Railroad  Retirement  Account  provides  funding 
for  benefits  in  excess  of  social  security  levels. 

Vested  dual  (windfall)  benefits  have  been  funded  by  annual  appropriations 
from  general  funds  of  the  Treasury  and  paid  from  a  separate  account,  the 
Dual  Benefits  Payments  Account.    Since  October  1,  1988,  revenue  from  income 
taxes  on  these  benefits  has  also  been  credited  to  the  Dual  Benefits  Payments 
Account.    If  the  appropriation  in  a  fiscal  year  does  not  cover  total 
benefits,  individual  payments  must  be  reduced  by  proration. 

The  RRB  also  pays  supplemental  annuity  benefits  from  the  Supplemental 
Annuity  Pension  Fund  to  retired  railroad  employees  at  age  60  with  30  years 
of  creditable  rail  service  or  at  age  65  with  25-29  years  of  creditable 
service.    It  is  financed  by  a  tax  paid  by  railroad  employers  based  on  the 
number  of  work  hours  for  which  they  pay  compensation. 

Amounts  needed  for  administering  these  programs  are  authorized  by  the 
Congress  in  annual  appropriation  acts.    In  addition,  the  Health  Care 
Financing  Administration  reimburses  the  RRB  for  the  administrative  costs 
incurred  for  certain  Medicare  activities.    In  fiscal  year  1992,  the  RRB  will 
be  reimbursed  an  estimated  $3,000,000  for  such  costs. 

Financing  of  Unemployment  and  Sickness  Insurance  Benefits 

The  railroad  unemployment  and  sickness  insurance  program  is  financed  by 
payroll  taxes  paid  by  railroad  employers.    The  Railroad  Unemployment 
Insurance  and  Retirement  Improvement  Act  of  1988  (Public  Law  100-647) 
amended  the  Railroad  Unemployment  Insurance  Act  to  provide  for  an 
experience-rated  employer  contribution  system  responsive  to  fluctuations  in 
railroad  employment  and  benefit  usage. 

Experience  rating  is  being  implemented  over  a  3-year  transition  period, 
beginning  in  calendar  year  1991.    Under  this  approach,  each  employer's 
contribution  rate  in  1991  and  1992  will  be  a  blend  of  the  rate  generated  by 
the  employer's  own  experience  and  the  8  percent  rate  paid  by  all  employers 
(excluding  commuter  railroads)  in  1989  and  1990.    Full  experience  rating 
begins  in  1993. 

The  Administration  is  proposing  that  the  Railroad  Unemployment  Insurance  Act 
be  amended  to  enable  publicly  owned  commuter  railroads  and  Amtrak  to  pay 
taxes  based  on  a  special  contribution  rate  rather  than  on  the 
experience-based  contribution  system. 

For  calendar  year  1991,  the  minimum  employer  contribution  rate  is 
5.55  percent  and  the  appropriate  rate  is  applied  to  the  first  $765  earned 
monthly  by  each  employee.    In  accordance  with  Public  Law  100-647,  the  wage 
base  is  indexed  each  year  to  approximately  two-thirds  of  the  growth  in 
average  national  wages.    An  employer's  overall  rate  under  the  system  cannot 
exceed  12  percent,  or  12.5  percent  if  the  maximum  surcharge  described  below 
is  in  effect.    These  rates  include  a  component  to  cover  costs  shared  by  all 
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employers  and  0.65  percent  of  the  employers'  taxable  payroll  permanently 
appropriated  to  the  RRB  for  administrative  expenses. 

Since  1986,  covered  railroads  have  also  paid  a  tax  designed  to  repay 
Railroad  Unemployment  Insurance  Account  loans  from  the  Railroad  Retirement 
Account.    Public  Law  100-647  fixed  the  special  tax  rate  at  4  percent 
starting  in  January  1989,  and  instituted  the  use  of  the  same  indexed 
compensation  base  as  used  to  determine  unemployment  and  sickness  insurance 
contributions,  i.e.,  $765  a  month  for  calendar  year  1991.    This  rate  will 
remain  in  effect  until  the  debt  to  the  Railroad  Retirement  Account  is  fully 
repaid  with  interest. 

As  of  December  31,  1990,  the  Railroad  Unemployment  Insurance  Account  owed 
the  Railroad  Retirement  Account  about  $337  million  on  an  accrual  accounting 
basis.    It  is  expected  the  entire  loan  will  be  repaid  in  1994,  barring  a 
major  decrease  in  railroad  employment. 

The  prior  law  provided  that  if  further  borrowing  from  the  Railroad 
Retirement  Account  became  necessary,  a  surtax  of  3.5  percent  would  go  into 
effect.    This  surtax,  which  never  went  into  effect,  is  eliminated  in  1991. 
Instead,  a  surcharge  will  be  added  to  employers'  unemployment  contributions 
for  a  calendar  year  whenever  the  balance  in  the  Railroad  Unemployment 
Insurance  Account  on  the  previous  June  30  is  less  than  a  certain  amount. 
Depending  on  the  account  balance,  the  surcharge  rate  may  be  0,  1.5,  2.5, 
or  3.5  percent. 

Description  of  Appropriation  Requests 
Limitation  on  Administration 

This  appropriation  request  is  for  funds  to  administer  the  retirement/ 
survivor  benefit  program  provided  for  railroad  workers  and  members  of  their 
families  under  the  Railroad  Retirement  Act.    Amounts  needed  for  this 
administrative  limitation  are  derived  from  railroad  retirement  trust  funds. 

Limitation  on  Railroad  Unemployment  Insurance  Administration  Fund 

Funds  from  the  Railroad  Unemployment  Insurance  Administration  Fund  are  used 
for  expenses  to  administer  the  railroad  unemployment  and  sickness  insurance 
system.    They  are  permanently  appropriated  for  this  purpose.    The  Railroad 
Unemployment  Insurance  Act  also  provides  authority  for  appropriating  (by 
transfer)  additional  amounts  from  the  Railroad  Unemployment  Insurance 
Account  to  the  Railroad  Unemployment  Insurance  Administration  Fund.  Such 
appropriations  are  generally  made  when  forecasted  contributions  to  this  fund 
are  expected  to  be  less  than  the  requested  amount  of  obligation  authority. 

Special  Management  Improvement  Fund 

This  account  provides  for  a  special  fund  to  carry -out  program  improvement 
activities  as  agreed  upon  between  the  Office  of  Management  and  Budget  and 
the  RRB.    The  amount  appropriated  is  to  be  available  for  obligation  through 
September  30,  1996,  and  will  be  derived  from  the  railroad  retirement  trust 
funds  and  the  Railroad  Unemployment  Insurance  Account. 
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Limitation  on  Review  Activity 

This  appropriation  request,  which  is  described  in  a  separate  justification 
document,  is  for  the  Office  of  Inspector  General.    The  1988  amendments  to 
the  Inspector  General  Act  of  1978  (Public  Law  100-504)  included  the  RRB  as 
an  "establishment"  covered  by  the  Inspector  General  Act  and  specified  the 
Chairman  of  the  RRB  as  the  head  of  the  establishment  for  purposes  of  the 
act.    Previously,  the  Railroad  Retirement  Solvency  Act  of  1983  had  amended 
the  Railroad  Retirement  Act  of  1974  to  provide  for  an  Office  of  Inspector 
General  at  the  RRB. 

Dual  Benefits  Payments  Account 

Section  15(d)(1)  of  the  Railroad  Retirement  Act  provides  for  a  Dual  Benefits 
Payments  Account  which  is  separate  from  other  railroad  retirement  accounts. 
Amounts  in  this  account  are  for  payment  of  the  vested  dual  (windfall) 
benefit  portions  of  railroad  retirement  annuities.    Under  current  law,  these 
benefits  are  funded  by  appropriations  from  general  revenues  and  income  taxes 
on  vested  dual  (windfall)  benefits.    In  fiscal  year  1991,  all  funds  were 
immediately  made  available  to  the  RRB  upon  passage  of  the  appropriation  act, 
and  the  RRB  as  a  result  will  earn  interest  on  the  invested  balances  in  the 
account. 

Under  laws  in  effect  prior  to  1975,  a  worker  engaging  in  covered  employment 
under  both  the  Railroad  Retirement  Act  and  Social  Security  Act  could,  under 
certain  conditions,  receive  benefits  separately  under  both  acts.    Because  of 
the  weighted  nature  of  the  social  security  benefit  formula,  such  "dual 
beneficiaries"  generally  received  more  in  total  benefits  than  if  all  their 
work  had  been  covered  under  either  social  security  or  railroad  retirement. 
The  dual  benefits  were  a  cost  to  the  railroad  retirement  system  because  they 
reduced  the  system's  income  from  the  financial  interchange  with  the  social 
security  system.    By  the  mid-1970's,  the  costs  to  the  railroad  retirement 
system  of  these  benefits  exceeded  $450  million  a  year  and  could  have 
bankrupted  the  system  if  allowed  to  continue. 

The  Railroad  Retirement  Act  of  1974  phased  out  future  dual  benefits  by 
revising  the  benefit  formulas  and  coordinating  payments  to  eliminate 
duplications.    It  also  authorized  general  fund  appropriations  to  provide  a 
vested  dual  (windfall)  benefit  amount  to  protect  annuitants  who  were 
qualified  for  benefits  under  both  programs  before  1975  and  met  certain  other 
requirements. 

In  1981,  the  Congress  provided  a  separate  Dual  Benefits  Payments  Account  for 
funding  these  benefits  and  limited  benefits  in  any  year  to  the  funds  in  the 
separate  account. 

Federal  Payments  to  the  Railroad  Retirement  Accounts 

This  account  was  established  in  conjunction  with  the  implementation  of  the 
Railroad  Retirement  Solvency  Act  of  1983.    Section  417  of  the  act  amended 
the  Railroad  Retirement  Act  to  provide  for  the  reimbursement  of  unnegotiated 
benefit  checks  to  the  extent  that  such  reimbursements  are  provided  for,  in 
advance,  in  appropriation  acts.    This  account  is  the  vehicle  through  which 
such  appropriations  are  made. 
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Beginning  in  fiscal  year  1991,  the  RRB  no  longer  received  credit  to  this 
account  for  the  principal  amount  of  uncashed  railroad  retirement  checks. 
Under  provisions  of  the  Competitive  Equality  Banking  Act  of  1987,  funds  for 
the  principal  amount  of  uncashed  checks  were  appropriated  to  the  Treasury 
and  were  then  transferred  directly  to  the  appropriate  RRB  accounts.    As  a 
result,  in  fiscal  year  1991,  the  RRB  began  receiving  credits  to  this  account 
for  only  the  interest  portion  of  the  uncashed  railroad  retirement  check 
transfers.    This  account  also  acts  as  a  conduit  for  transferring  revenues  to 
the  other  railroad  retirement  accounts. 


Description  of  Administration  Proposals 


Vested  Dual  (Windfall)  Proposal 

Under  current  law,  the  industry-financed  rail  pension  component  of  railroad 
retirement  benefits  is  reduced  by  25  percent  of  the  vested  dual  (windfall) 
benefit  payable  to  a  retiree.    If  the  rail  sector  financed  vested  dual 
(windfall)  benefits,  the  cost  would  be  only  75  percent  of  the  calculated 
vested  dual  (windfall)  benefit.    American  taxpayers,  however,  have  paid  for 
100  percent  of  calculated  vested  dual  (windfall)  costs.    The  budget  proposes 
to  limit  the  general  fund  subsidy  to  the  vested  dual  (windfall)  costs  that 
the  rail  sector  would  otherwise  incur  [i.e.,  75  percent  of  the  calculated 
vested  dual  (windfall)  benefit].    Rail  retirees  would  continue  to  get  the 
same  vested  dual  (windfall)  benefits,  with  a  portion  financed  from  rail 
sector  contributions. 


Employee  Remuneration  Re-Definition 

This  proposal  would  fully  conform  the  definition  of  employee  compensation 
under  the  Railroad  Retirement  Tax  Act  (RRTA)  with  the  employee  compensation 
under  the  Federal  Insurance  Contributions  Act  (FICA).    Currently,  some  forms 
of  employee  compensation  covered  under  FICA  are  not  covered  by  the  RRTA,  and 
vice  versa.    There  is  discrepant  tax  treatment  by  the  two  pension  systems 
for:  non-cash  remuneration;  remuneration  for  local  lodge  service;  employer 
payments  to  employees  for  sickness,  accidents  and  disabilities;  and  sickness 
insurance  benefits  under  nongovernmental  plans.    These  forms  of  remuneration 
are  taxable  under  FICA,  but  not  the  RRTA.    Such  exceptions  result  in 
unnecessary  revenue  loss  to  the  RRB  trust  funds.    Redefining  RRTA-covered 
compensation  to  include  all  types  of  remuneration  covered  by  FICA  would 
increase  annual  total  contributions  by  employers  and  employees  by 
$12  million. 

The  proposal  would  also  permit  better  enforcement,  since  conforming  tax 
treatment  would  simplify  railroad  tax  audits.    Further,  an  administrative 
burden  would  be  removed  for  rail  companies.    Since  many  rail  companies  own 
non-rail  business,  they  must  keep  separate  accounts  to  assess  their  tax 
liabilities.    This  would  be  unnecessary  with  this  reform. 
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Conform  Rail  Social  Security  Equivalent  Benefits 
with  Social  Security  Benefits 

The  rail  industry  is  one  of  the  only  industries  in  the  United  States  not 
directly  covered  by  the  social  security  system.    The  railroad  retirement 
system  was  created  during  the  Depression  to  ensure  retirement  security  for 
workers  whose  pensions  were  being  reduced.    The  Railroad  Retirement  Act  of 
1934  was  not  coordinated  with  social  security,  which  had  yet  to  be  created. 

Under  the  1951  Douglas  amendments  to  the  Railroad  Retirement  Act,  greater 
coordination  and  "financial  interchange"  were  established  between  the 
private  rail  pension  system  and  the  social  security  trust  funds.    The  intent 
of  the  financial  interchange  is  to  keep  the  Social  Security  Old-Age  and 
Survivors  Insurance  Trust  Fund  and  Disability  Insurance  Trust  Fund  as  well 
as  the  Health  Care  Financing  Administration  Hospital  Insurance  Trust  Fund  in 
the  same  financial  condition  they  would  have  been  were  railroad  employment 
covered  by  social  security.    The  financial  interchange  was  also  designed  to 
ensure  that  rail  retirees  receive  at  least  the  same  benefit  guarantee  as 
regular  social  security  recipients. 

Although  the  financial  interchange  guaranteed  that  the  Railroad  Social 
Security  Equivalent  Benefit  Account  receives  enough  money  to  pay  benefits 
identical  to  those  of  regular  social  security  recipients,  the  RRB  does  not 
pay  some  of  these  benefits.    There  are  five  categories  of  people  for  whom 
benefits  are  payable  under  social  security  who  do  not  receive  parallel  rail 
benefits:    1)  divorced  spouses  of  fully  insured  workers  who  are  62  or  older 
but  still  work;  2)  spouses  and  divorced  spouses  of  under-62  disabled 
employee  annuitants,  or  spouses  of  under-60  workers  with  30  or  more  years  of 
service  receiving  disability  benefits;  3)  children  of  retired  or  disabled 
employee  annuitants;  4)  lump  sum  payments  to  survivors  entitled  to  monthly 
survivor  benefits  (a  survivor  is  entitled  to  an  annuity  and  a  lump  sum  death 
benefit  under  social  security);  and  5)  survivor  benefits  to  widows,  widowers 
and  parents  who  elected  residual  lump  sum  payments. 

These  coverage  gaps  affect  some  of  society's  most  vulnerable  groups: 
elderly  divorced  spouses,  children  and  survivors.    Although  these 
individuals  may  expect  to  receive  social  security  benefits,  they  may  not  be 
available  as  a  safety  net  for  such  groups.    Such  individuals,  who  would  have 
been  receiving  social  security  benefits,  but  are  ineligible  due  to  the 
Railroad  Retirement  Act,  could  seek  Federally  funded  public  assistance,  such 
as  Aid  to  Families  with  Dependent  Children,  Medicaid  and  Supplemental 
Security  Income.    The  Administration's  budget  proposal  would  fully  conform 
rail  social  security  coverage  with  coverage  under  Title  II  of  the  Social 
Security  Act.    Any  railroad  beneficiary  who  would  be  eligible  under  social 
security,  but  is  denied  coverage  because  similar  benefits  are  not  paid  by 
the  RRB,  would  be  paid  by  the  Social  Security  Administration.    Such  payments 
would  be  deducted  from  financial  interchange  transfers. 
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Funding  for  Major  Contracts 


All  contracts  $10,000  and  over  that  are  planned  for  fiscal  year  1992  are  shown 
below. 

1992  estimated  direct  program  funding  (S) 
Limitation 
Limitation  on  RUI 

on  Administration 
 Title  and  description   Administration  Fund  Total 

Data  processing 


Data  entry 
Contracted  keypunching  services. 

Risk  assessment  and  computer  security 
Contracted  assistance  to  develop 
risk  assessment  and  security 
control  guidelines. 

Disaster  recovery  service 
Fee  for  backup  data  processing 
operations  in  the  event  of  an 
emergency  or  disaster. 

Automated  interface  with  Treasury 
Charges  for  using  the  automated 
interface  with  Treasury  to  transmit 
and  receive  financial  and 
accounting  information. 


240,000  60,000  300,000 

148,750  26,250  175,000  a/ 

69,800  17,400  87,200 

9,600  2,400  12,000 


Support  of  benefit  program  activities 

Medical  service  500,000  ---  500,000  a/ 

Medical  evidence  reviews  concerning 
benefit  and  claim  matters; 
preparation  of  advisory  medical 
opinions;  incidental  assistance  to 
agency  employees. 

Integrated  data  base  500,000  ---  500,000  a/ 

Full  implementation  of  the 
integrated  data  base  for  the 
railroad  retirement  system. 


National  managers'  meeting  60,800  16,200  77,000 

Costs  associated  with  a  training 
meeting  on  various  program 
activities  for  field  service 
personnel . 
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Funding  for  Major  Contracts  (continued) 


Title  and  description 


1992  estimated  direct  program  funding  ($) 
Limitation 
Limitation  on  RUI 

on  Administration 
Administration  Fund  Total 


Support  of  benefit  program 
activities  (cont.) 

Correspondence  filing 
Contracted  assistance  to  address 
certain  correspondence  filing 
backl ogs. 

Microfiche  processing 
Fee  for  microfilming  the 
agency's  legal  opinions  and 
employer  coverage 
determinations. 


63,000 


12,000 


7,000 


3,000 


70,000 


15,000 


Audiovisual  materials 

Preparation  of  artwork,  slides,  and 
charts  for  the  informational 
conference  program  and  the  agency's 
annual  report. 

Transcription  services 
Transcripts  of  hearings  regarding 
appeal  cases  for  use  by  the  Board 
Members. 

Financial  management 

Financial/payroll  improvements 
Charges  for  making  enhancements 
to  existing  automated  financial 
systems. 

Investment  consulting  services 
Contracted  assistance  to  provide 
advice  to  the  agency  concerning  the 
investment  of  trust  fund  assets. 


12,750  2,250  15,000 


23,900  2,100  26,000 


32,000  8,000  40,000  a/ 


20,000  ---  20,000  a/ 


Personnel  development,  evaluation, 
and  assistance 

Employee  assistance  program 
Professional  assistance  for  23,800  6,700  30,500  a/ 

employees  with  personal  problems 
that  adversely  affect  work 
performance. 
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Funding  for  Ma.ior  Contracts  (continued) 


1992  estimated  direct  program  funding  ($) 
Limitation 
Limitation  on  RUI 
on  Administration 
 Title  and  description              Administration  Fund  Total 

Personnel  development,  evaluation, 
and  assistance  (cont.) 


Use  of  training  programs  24,000  6,000  30,000 

Fee  for  use  of  audiovisual  and 
computer-based  training  materials. 

Building  services 

Building  security  195,000  55,000  250,000 

Guard  service. 


Building  repairs  330,600  93,200  423,800 

Cost  for  interior  and  exterior 
painting,  carpet  and  drapery 
replacement,  structural  repairs, 
and  repairs  to  building  utilities. 


Subtotal,  Limitation  on 

Administration  2.266.000 

Subtotal,  Limitation  on  Railroad 
Unemployment  Insurance 

Administration  Fund  305.500 

Agency  direct  program  total  2.571.500 


a/   The  amounts  requested  are  for  advisory  and  assistance  services. 


Note:     During  fiscal  year  1990,  the  RRB  issued  no  contracts  for  equipment, 

supplies,  or  construction  which  required  metric  system  specifications. 
In  fiscal  years  1991  and  1992,  the  RRB  will  use  metric  system 
specifications  for  procurement  and  technical  specifications  where 
appropriate  and  feasible. 
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JUSTIFICATION  OF  ESTIMATES 
LIMITATION  ON  ADMINISTRATION 

Proposed  Appropriation  Language 

Limitation  on  Administration 


For  necessary  expenses  for  the  Railroad  Retirement  Board,  [$71,663,000] 
$74,037,000  to  be  derived  from  the  railroad  retirement  accounts  [,of  which 
[$2,457,000]  $2,201,500  shall  be  available  for  the  lease-to-purchase  costs 
and  contract  services  related  to  the  installation  of  a  mainframe  computer 
only  upon  the  delegation  of  procurement  authority  from  the  General  Services 
Administration  to  the  Railroad  Retirement  Board]:    Provided,  That  $200,000 
of  the  foregoing  amount  shall  be  available  only  to  the  extent  necessary  to 
process  workloads  not  anticipated  in  the  budget  estimates  and  after  maximum 
absorption  of  the  costs  of  such  workloads  within  the  remainder  of  the 
existing  limitation  has  been  achieved:    Provided  further,  That 
notwithstanding  any  other  provision  of  law,  no  portion  of  this  limitation 
shall  be  available  for  payments  of  standard  level  user  charges  pursuant  to 
section  210(j)  of  the  Federal  Property  and  Administrative  Services  Act  of 
1949,  as  amended  (40  U.S.C.  490(d);  45  U.S.C.  [228a-r]  231-231u). 
(Departments  of  Labor,  Health  and  Human  Services,  and  Education,  and  Related 
Agencies  Appropriations  Act,  1991.) 
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Explanation  of  Proposed  Appropriation  Language 


Appropriation  language 


For  necessary  expenses  for  the 
Railroad  Retirement  Board, 
[$71,663,000]  $74,037,000  to  be 
derived  from  the  railroad 
ret i  rement  accounts . . . 


Explanation 


This  budget  request  is  for  funds  to 
administer  the  railroad  retirement/ 
survivor  benefit  programs  provided 
under  the  Railroad  Retirement  Act. 
These  funds  are  to  be  derived  from 
amounts  in  the  Railroad  Retirement 
Account,  the  Social  Security 
Equivalent  Benefit  Account,  and  the 
Railroad  Retirement  Supplemental 
Account. 


...[,of  which  [$2,457,000] 
$2,201,500  shall  be  available  for 
the  lease-to-purchase  costs  and 
contract  services  related  to  the 
installation  of  a  mainframe 
computer  only  upon  the  delegation 
of  procurement  authority  from  the 
General  Services  Administration  to 
the  Railroad  Retirement  Board]:... 


...Provided,  That  $200,000  of  the 
foregoing  amount  shall  be 
available  only  to  the  extent 
necessary  to  process  workloads  not 
anticipated  in  the  budget 
estimates  and  after  maximum 
absorption  of  the  costs  of  such 
workloads  within  the  remainder  of 
the  existing  limitation  has  been 
achieved: . . . 


This  provision,  as  specified  for 
fiscal  year  1991,  was  deleted  for 
fiscal  year  1992  as  agreed  between 
the  Office  of  Management  and  Budget 
and  the  RRB. 


This  limits  the  use  of  the 
appropriation  as  described. 


.. .Provided  further,  That 
notwithstanding  any  other 
provision  of  law,  no  portion  of 
this  limitation  shall  be  available 
for  payments  of  standard  level 
user  charges  pursuant  to  section 
210(j)  of  the  Federal  Property  and 
Administrative  Services  Act  of 
1949,  as  amended  (40  U.S.C. 
490(j);  45  U.S.C.  [228a-r] 
231-231u). 


As  a  trust  fund  agency,  the  RRB  pays 
actual  costs  for  building  rent 
rather  than  standard  level  user 
charges.    The  Congress  has,  on 
several  occasions,  expressed  its 
intention  that  trust  fund  agencies 
be  exempt  from  standard  level  user 
charges.    The  authority  for  the 
RRB's  exemption  has  in  recent  years 
been  included  in  the  appropriations 
bills  for  the  agency. 
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Authorizing  Legislation 


1992 


Appropriation 

Legislation  Authorized  requested 


Railroad  Retirement  Act: 

Section  15(a)  and  Section  15(c)  --  first 
two  sentences  of  each  section  --  and 
Section  15  A(c)(l) 

Section  15(a): 


Indefinite  $74,037,000 


"The  Railroad  Retirement  Account  established  by  section 
15(a)  of  the  Railroad  Retirement  Act  of  1937  shall 
continue  to  be  maintained  in  the  Treasury  of  the  United 
States.    There  is  hereby  appropriated  to  such  Account  for 
each  fiscal  year,  beginning  with  the  fiscal  year  ending 
June  30,  1975,  to  provide  for  the  payment  of  benefits  to 
be  made  from  such  Account  in  accordance  with  the 
provisions  of  section  7(c)(1)  of  this  Act,  and  to  provide 
for  expenses  necessary  for  the  Board  in  the  administration 
of  all  provisions  of  this  Act,  an  amount  equal  to  amounts 
covered  into  the  Treasury  (minus  refunds)  during  each 
fiscal  year  under  the  Railroad  Retirement  Tax  Act,  except 
those  portions  of  the  amounts  covered  into  the  Treasury 
under  sections  3211(b),  3221(c),  and  3221(d)  of  such  Tax 
Act  as  are  necessary  to  provide  sufficient  funds  to  meet 
the  obligation  to  pay  supplemental  annuities  at  the  level 
provided  under  section  3(e)  of  this  Act  and,  with  respect 
to  those  entitled  to  supplemental  annuities  under  section 
205(a)  of  title  II  of  this  Act,  at  the  level  provided 
under  section  205(a)." 

Section  15(c): 

"The  Railroad  Retirement  Supplemental  Account  established 
by  section  15(b)  of  the  Railroad  Retirement  Act  of  1937 
shall  continue  to  be  maintained  in  the  Treasury  of  the 
United  States.    There  is  hereby  appropriated  to  such 
account  for  each  fiscal  year,  beginning  with  the  fiscal 
year  ending  June  30,  1975,  out  of  any  moneys  in  the 
Treasury  not  otherwise  appropriated,  to  provide  for  the 
payment  of  supplemental  annuities  under  section  2(b)  of 
this  Act,  and  to  provide  for  the  expenses  necessary  for 
the  Board  in  the  administration  of  the  payment  of  such 
supplemental  annuities,  an  amount  equal  to  such  portions 
of  the  amounts  covered  into  the  Treasury  (minus  refunds) 
during  each  fiscal  year  under  section  3211(b),  3221(c), 
and  3221(d)  of  the  Railroad  Retirement  Tax  Act  as  are  not 
appropriated  to  the  Railroad  Retirement  Account  pursuant 
to  the  provisions  of  subsection  (a)  of  this  section." 
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Section  15  A(c)(l): 

"Except  as  otherwise  provided  in  this  section,  amounts  in 
the  Social  Security  Equivalent  Benefit  Account  shall  be 
available  only  for  purposes  of  paying  social  security 
equivalent  benefits  under  this  Act  and  to  provide  for  the 
administrative  expenses  of  the  Board  allocable  to  social 
security  equivalent  benefits." 
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Explanation  for  Changes  Between  the  1991  Enacted  and  1992  Proposed  Budgets 

Direct  Obligations 

Change 
($000) 

Increases: 

1.  Personnel  compensation  1,200 

This  reflects  the  net  effect  of  a  reduction  of  7 
FTE's  and  the  following  increases:    the  January  1991 
pay  raise  of  4.1  percent  and  other  executive  and 
geographic  pay  raises  for  a  full  year,  an  anticipated 
4.2  percent  pay  raise  in  January  1992,  and  related 
increases  for  incentive  awards. 

2.  Civilian  personnel  benefits  1,287 

Because  additional  personnel  compensation  will  be 
paid,  related  benefit  costs  increase.  Federal 
Employees  Retirement  System,  thrift  savings  plan,  and 
health  insurance  costs  are  also  expected  to  increase. 

3.  Benefits  for  former  personnel  3 

An  increase  is  provided  for  the  benefits  of  former 
employees. 

4.  Travel  and  transportation  of  persons  30 
An  increase  is  provided  for  travel  costs. 

5.  Transportation  of  things  7 

A  moderate  increase  is  included  in  this  cost 
category. 

6.  Rental  payments  to  GSA  241 

This  reflects  an  increase  by  GSA  in  the  expected 
costs  for  our  space.    It  also  reflects  the  cost  of 
RRB  plans  to  open  a  benefit  claims  processing 
satellite  office  in  a  suburb  of  Chicago. 
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Explanation  for  Changes  Between  the  1991  Enacted  and  1992  Proposed  Budgets 

Direct  Obligations 

Change 
($000) 

Increases:  (continued) 

7.  Communications,  utilities,  and  miscellaneous  charges  395 

This  increase  reflects  additional  amounts  for  a 
postal  rate  increase,  greater  utilization  of  our 
telecommunications  network  for  processing  benefit 
claims  information,  and  communication  and  utility 
costs  associated  with  a  new  satellite  claims 
processing  office. 

8.  Printing  and  reproduction  68 

We  expect  a  small  increase  in  this  cost  category  for 
microfiche  services,  printing  of  forms,  and  other 
price  increases. 

9.  Other  services  314 

This  increase  reflects  additional  costs  for  such 
areas  as  contractual  assistance  to  conduct  computer 
risk  assessments  and  to  develop  security  control 
guidelines  in  order  to  fulfill  provisions  of  the 
Computer  Security  Act  of  1987  and  related  Office  of 
Management  and  Budget  guidance  in  Circular  A-130; 
repairs  and  maintenance  of  equipment,  particularly 
automation  equipment  and  software;  and  payments  for 
medical  services  and  hospital  transcripts  used  to 
make  disability  determinations. 

10.  Supplies  and  materials  58 

This  increase  reflects  continued  usage  of  additional 
computer  paper  and  the  acquisition  of  other  supplies 
and  materials  needed  to  operate  the  additional 
computer  equipment  expected  to  be  acquired. 

11.  Eouioment  498 

We  expect  to  acquire  additional  computer  terminals, 
personal  computers  and  printers,  and  to  replace 
obsolete  printing,  inserting,  and  binding  equipment. 


Total  increase:  4. 101 
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Appropriations  History  Table 


Limitation  on  Administration 


Year 
1983 

Budget  estimate 
to  the  Congress 

House 
allowance 

Senate 
allowance 

Appropriation/ 
continuing 
resolution 

$44,080,000 

$46,361,000 

$46,361,000 

$46,361,000 

1984 

$55,969,000 

$56,046,000 

$56,046,000 

$56,046,000 

1985 

$55,422,000 

$55,422,000 

$55,962,000 

$55,422,000 

1986 

$55,295,000 

$55,422,000 

$56,501,000 

$55,422,000 

1987 

$55,614,000 

$56,634,000 

$58,877,000 

$58,520,000  a/ 

1988 

$55,389,000 

$60,434,000 

$60,434,000 

$57,860,000  b/ 

1989 

$58,012,000 

$59,312,000 

$60,350,000 

$59,626,000  c/ 

1990 

$60,550,000 

$63,900,000 

$67,451,000 

$63,032,200  d/ 

1991 

$72,200,000 

$73,125,000 

$70,200,000 

$69,936,000  e/ 

1992 

$74,037,000 

a/     The  amount  made  available  under  the  continuing  resolution  was 
$57,756,000.    Public  Law  100-71,  enacted  to  meet  additional 
contribution  costs  under  the  Federal  Employees  Retirement  System, 
provided  an  additional  $764,000. 

b/     Represents  the  House  and  Senate  allowance  amount  of  $60,434,000 
less  a  4.26  percent  reduction  ($2,574,000)  called  for  in  the  full- 
year  continuing  resolution  for  fiscal  year  1988  (Public  Law 

100-  202). 

c/     Represents  the  House  and  Senate  conference  allowance  of 

$60,350,000  less  a  1.2  percent  reduction  ($724,000)  mandated  by 
the  fiscal  year  1989  appropriations  act  (Public  Law  100-436). 

d/     Represents  the  amount  available  after  sequestration.    Public  Law 

101-  166  appropriated  $63,900,000  for  fiscal  year  1990.  Of  this  amount 
$867,800  was  sequestered  in  accordance  with  Public  Law  101-239. 

e/  Represents  the  House  and  Senate  conference  allowance  of  $71,663,000 
less  a  2.41  percent  reduction  ($1,727,000)  called  for  by  the  fiscal 
year  1991  appropriations  act  (Public  Law  101-517). 
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Justification  bv  Activity 


General 

The  appropriation  request  for  the  Limitation  on  Administration  is  for  funds  to 
administer  the  retirement/survivor  benefit  program  provided  by  the  Railroad 
Retirement  Act. 

For  fiscal  year  1991,  $69,936,000  was  made  available  by  the  Congress.  The 
President's  budget  for  fiscal  year  1992  requests  $74,037,000,  or  an  increase 
of  $4,101,000. 

The  staff  year  requirements,  including  regular  and  temporary  staff  years,  for 
conducting  the  various  activities  related  to  the  railroad  retirement/survivor 
benefit  program  for  fiscal  years  1991  and  1992  are  summarized  below. 


1991  1992 

estimate  estimate 

1.  Maintenance  of  rail  earnings  accounts                35  35 

2.  Processing  applications                                  344  342 

3.  Maintenance  of  beneficiary  rolls                      630  628 

4.  Medicare                                                        30  28 

5.  Administration                                               246  245 

6.  Facility  management   3   3 

Total  (direct)                                            1.288  1.281 


The  RRB  is  headquartered  in  Chicago.    It  has  field  offices  located  throughout 
the  country  to  provide  in-person  service  to  railroad  workers  and  members  of 
their  families  in  applying  for  benefits. 

In  administering  this  program,  RRB  staff 

adjudicate  applications  for  benefits  under  the  Railroad 
Retirement  Act; 

process  benefits  under  the  Social  Security  Act  as 
authorized  by  the  Social  Security  Administration  (SSA); 

inform  railroad  workers  of  their  rights  and 
responsibilities  under  the  program; 

monitor  payments  to  ensure  that  they  are  proper; 

maintain  earnings  records  of  railroad  employees  in  order 
to  determine  whether  applicants  qualify  for  benefits; 

interpret  laws  and  comment  on  proposed  legislation; 

develop  policies  and  procedures  for  program  operations; 
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maintain  and  administer  taxation  program  operations; 

continuously  review  operations  to  identify  areas  where 
improvements  can  be  made;  and 

maintain  data  processing,  accounting,  financial,  and 
personnel  operations  to  support  program  activities. 

While  administering  the  ongoing  retirement/survivor  benefit  program,  the  RRB 
must  also  frequently  adjust  its  operations,  methods,  and  procedures  to 
implement  new  legislation  affecting  its  programs.    Examples  include  new  laws 
subjecting  railroad  retirement  benefits  to  income  taxes,  the  enactment  and 
subsequent  repeal  of  the  Medicare  Catastrophic  Coverage  Act,  amendments  to 
railroad  retirement  and  social  security  benefit  provisions,  and  benefit  rate 
changes  required  by  budget  deficit  legislation  and  cost-of-living  adjustments. 

To  administer  the  retirement/survivor  benefit  program,  amounts  are  transferred 
from  the  Railroad  Retirement  Account,  the  Railroad  Social  Security  Equivalent 
Benefit  Account,  and  the  Supplemental  Annuity  Pension  Fund.    Specifics  on  the 
activities  involved  in  administering  this  program  are  described  below. 


Summary  Processing  Workload  Table 


seal  years 

Average 
number  of 
annuitants 

New 

appli cat  ions 

Reactivated 
acclications 

Number  of 

payments 

Supplemental 
annuities 
awarded 

Social 
security 
awards 

Medicare 
enrol Iments 

1985 

959,578 

71,260 

56,436 

Not  avai lable 

16,588 

12,759 

8,400 

1986 

947,266 

70,434 

54,778 

Not  available 

16,027 

12,346 

9,422 

1987 

934,506 

68.430 

62,315 

11,848.000 

15,126 

11,910 

12,034 

1988 

919,115 

67,803 

55,768 

11,659,000 

13.626 

11,007 

9,619 

1989 

908,219 

66,056 

57,253 

11,479.000 

13.315 

9,371 

8,247 

1990 

894,196 

61,622 

52,486 

11,288.980 

11,390 

9.061 

7,706 

1991  (est) 

881,000 

61,000 

60,000 

11,100,000 

11,000 

9,000 

8,000 

1992  (est) 

865,000 

56,000 

58,000 

10,900,000 

10,000 

9,000 

8,000 
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Activity  1.    Maintenance  of  rail  earnings  accounts 


1991  Estimate 


1992  Estimate 


Change 


Staff 
years 


Amount ($) 


Staff 
Years 


Amount ($) 


Staff 
years 


Amount ($) 


35 


2,300,000 


35 


3,166,000 


+366,000 


Service  performed  for  a  covered  employer  or  as  an  employee  representative  is 
creditable  towards  benefits  under  the  Railroad  Retirement  Act.  Covered 
employers  include  interstate  railroads  and  their  affiliates  engaged  in 
railroad-connected  operations,  as  well  as  employer  associations  and  national 
railroad  labor  organizations  and  their  subordinate  units.    In  some  cases, 
military  service  may  be  counted  as  railroad  service.    The  basic  requirement 
for  annuities  under  the  Railroad  Retirement  Act  is  120  months  (10  years)  of 
creditable  railroad  service.    Benefits  then  become  payable  if  certain  other 
requirements  are  met,  which  depend,  in  turn,  on  the  type  of  annuity  payable. 

In  order  to  determine  whether  applicants  are  entitled  to  annuities,  the  RRB 
maintains  a  record  of  all  covered  railroad  service  and  creditable  earnings 
after  1936.    The  information  is  recorded  under  the  employee's  social  security 
account  number  used  by  the  employer  to  report  service  and  compensation  to  the 
RRB.    The  RRB  also  has  some  records  of  service  prior  to  1937  as  reported  by 
employers  because  such  service  is  also  counted  under  certain  conditions. 

Some  specific  tasks  involved  in  the  "maintenance  of  rail  earnings  accounts" 
activity  are 

maintaining  information  and  records,  such  as  records  of 
railroad  service  and  compensation,  in  order  to  determine 
whether  applicants  qualify  for  benefits; 

exchanging  information  with  other  Federal  agencies,  such 
as  SSA,  in  conjunction  with  benefit  computations; 

providing  appropriate  levels  of  service  to  railroad 
workers  and  employers;  and 

providing  a  process  to  resolve  disagreements  or  protests 
concerning  service  and  compensation  matters. 

In  1990,  the  workload  for  this  activity,  which  impacted  both  the  railroad 
retirement  and  the  railroad  unemployment  and  sickness  insurance  programs, 
included 

adjusting  390,000  accounts  to  credit  calendar  year  1989 
railroad  service  and  compensation; 

adjusting  19,000  prior-year  records; 

adjusting  6,300  records  that  contained  erroneous  or 
inconsistent  information; 
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releasing  345,000  statements  of  service  and  compensation 
to  railroad  employees; 

responding  to  8,000  inquiries  and  protests  concerning  the 
above  statements;  and 

responding  to  an  additional  4,100  inquiries  from  employers 
concerning  coverage  matters  or  from  employees  concerning 
individual  records. 

Activity  2.    Processing  applications 

1991  Estimate  1992  Estimate   Change  

Staff  Staff  Staff 

years         Amount ($1  years         Amount ($)  years        Amount ($1 

344  17,500,000  342  18,200,000  -2  +700,000 

This  activity  covers  work  involved  in  processing  applications  for  regular 
retirement,  survivor,  and  disability  benefits  and  applications  for 
supplemental  annuities,  as  well  as  initial  social  security  payments. 

Time  spent  in  the  field  offices  on  this  activity  include 

providing  benefit  estimates; 

assisting  persons  in  completing  their  applications; 

securing  necessary  proofs  of  age,  relationship,  military 
service,  or  medical  records; 

explaining  rights  and  obligations  to  applicants; 

explaining  various  reductions  that  could  be  made  in  the 
regular  annuity  if  there  is  subsequent  entitlement  to  a 
social  security  benefit  or  other  social  insurance  benefit; 

explaining  work  and  earnings  restrictions; 

explaining  taxation  issues;  and 

providing  information  on  a  local  area  basis  to  other 
agencies,  management  and  labor  officials,  and 
Congressional  offices. 

Work  at  headquarters  includes 

deciding  eligibility  and  entitlement,  including  disability 
decisions; 

determining  months  of  creditable  service  and  average 
creditable  compensation,  including,  in  some  instances, 
service  performed  prior  to  1937; 

32 


1057 


determining  primary  insurance  amounts,  average  monthly 
compensation,  and  other  computational  factors; 

securing  earnings  and  benefit  records  from  SSA  and 
considering  these  in  the  regular  annuity  computation; 

computing  annuities,  issuing  notices  of  awards,  and  paying 
accrual  amounts; 

computing  the  amounts  of  benefits  subject  to  Federal 
income  tax; 

processing  social  security  benefits; 

establishing  the  beneficiaries  on  the  monthly  payment 
rol 1 s ; 

notifying  railroad  employers  (last  employer  notification) 
when  retirement  annuities  are  awarded; 

applying  tax  withholding,  if  requested; 

handling  inquiries  from  applicants;  and 

monitoring  benefit  program  operations  to  ensure  that 
benefits  paid  to  entitled  individuals  are  accurate. 

Estimates  of  claims  receipts,  dispositions,  and  pending  workloads  for  fiscal 
years  1991  and  1992  are  shown  below. 


1991 
estimate 


1992 
estimate 


Pending,  start  of  year 


23,103 


23,103 


New  railroad  retirement  applications 
Employee  age  and  disability 
Spouse 
Survivor 

Supplemental  annuities 


19,000 
16,000 
26,000 
11,000 


16,000 
15,000 
25,000 
10,000 


New  social  security  certifications 


9.000 
81,000 


9,000 
75,000 


Total 


Total  dispositions,  excluding  partial 
awards 


81.000 


75.000 


Pending,  end  of  year 


23.103 


23.103 
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Activity  3.    Maintenance  of  beneficiary  rolls 


1991  Estimate 


1992  Estimate 


Change 


Staff 
years 


Amount ($) 


Staff 
years 


Amount ($) 


Staff 
years 


Amount ($) 


630 


33,291,000 


628 


35,600,000 


-2 


+2,309,000 


This  activity  covers  the  maintenance  of  the  monthly  beneficiary  rolls  of 
approximately  890,000  persons  receiving  railroad  retirement/survivor  benefits 
as  of  September  30,  1990,  and  includes  work  relating  to  handling  regular 
changes  in  the  rolls,  such  as  adjustments  of  benefit  amounts  for  excess 
earnings  and  recomputations  to  include  earnings  after  retirement,  handling 
inquiries  from  persons  on  the  rolls,  making  quality  assurance  checks  to  verify 
that  persons  continue  to  be  eligible  to  receive  monthly  benefits,  making  rate 
changes  required  by  amendments  to  the  Social  Security  and  Railroad  Retirement 
Acts,  handling  overpayments  and  underpayments,  adjusting  benefits  for  tax 
withholding,  and  related  operations.    The  RRB  also  makes  various  mechanical 
adjustments  annually,  such  as  cost-of-living  increases. 

Time  spent  in  the  field  offices  on  this  activity  include 

--  providing  post-retirement  information  and  counseling  concerning 

benefit  amounts,  benefit  adjustments,  taxation  of  benefits,  receipt  of 
benefits,  direct  deposit,  and  overpayments; 

--  explaining  denial  of  benefits,  providing  information  and 
assistance  in  appealing  adverse  decisions,  and  conducting 
personal  oral  hearings; 

--  selecting  and  appointing  representative  payees  for 
beneficiaries  who  are  incompetent;  and 

--  processing  changes  of  address,  non-receipt  of  checks, 
termination  of  benefits,  etc. 

In  addition,  the  RRB  performs  a  wide  range  of  activities  to  maintain  the 
continued  integrity  of  its  benefit  payment  operations.    Examples  of  such 
activities  include  monitoring  annuitant  earnings  to  identify  erroneous 
payments  or  earnings  in  excess  of  the  exempt  amount,  reviewing  disability 
benefits  for  continued  eligibility,  reviewing  the  propriety  of  representative 
payee  activities,  monitoring  the  payment  of  benefits  to  aged  annuitants,  and 
carrying  out  a  nationwide  death  match  program  with  the  Health  Care  Financing 
Administration  (HCFA). 


34 


1059 


Activity  4.  Medicare 


1991  Estimate 


1992  Estimate 


Change 


Staff 
years 


Amount ($) 


Staff 
years 


Amount (S) 


Staff 
years 


Amount ($1 


30 


1,405,000 


28 


1,551,000 


-2 


+146,000 


Persons  covered  by  the  railroad  retirement  system  participate  in  the  Medicare 
health  insurance  programs  on  the  same  basis  as  those  covered  under  the  social 
security  system. 

This  activity  includes  time  spent  in  field  offices 

--  assisting  persons  in  completing  applications; 

--  securing  necessary  proofs  of  age  and  relationship;  and 

--  assisting  beneficiaries  with  their  Medicare  inquiries  and 
claims. 

This  activity  includes  time  spent  in  headquarters 

--  selecting  and  monitoring  the  performance  of  the  carrier  that 
administers  the  payment  of  medical  benefits; 

--  administering  the  Medicare  program  for  all  deemed  and 
qualified  railroad  retirement  beneficiaries; 

--  enrolling  beneficiaries  for  Medicare  insurance; 

--  ensuring  the  prompt  and  accurate  payment  of  Medicare  hospital 
claims;  and 

--  providing  support  for  the  above  tasks,  including  efforts  such 
as  data  processing;  record  creation,  distribution,  retention, 
and  storage;  and  personnel  recruitment  and  training. 


35 


1060 


Activity  5.  Administration 


 1991  Estimate    1992  Estimate    Change 

Staff  Staff  Staff 

years         Amount ($1  years         Amount ($1  years        Amount ($1 

246  14,100,000  245  14,795,000  -1  +695,000 

The  primary  purpose  of  the  RRB  is  to  administer  the  retirement/survivor  and 
unemployment/sickness  insurance  benefit  programs  provided  under  the  Railroad 
Retirement  Act  and  the  Railroad  Unemployment  Insurance  Act  for  railroad 
workers  and  their  families. 

This  activity  includes  a  variety  of  efforts  needed  to  administer  these  benefit 
programs  and  to  comply  with  Federal  policies  and  requirements  applicable  to 
the  RRB. 

Administration  includes 

--  establishing  policies  that  enable  the  RRB  to  accomplish  its 
mission; 

--  providing  for  compliance  with  requirements  and  regulations; 

--  providing  for  legal  opinions  and  representation  in  judicial 
matters; 

--  providing  for  assistance  on  legislative,  appropriation,  or 
actuarial  matters; 

managing  financial  assets; 

--  recruiting,  training,  and  managing  personnel; 

--  providing  public  information  services; 

--  providing  general  administrative  support; 

--  providing  training  to  improve  job-related  knowledge  or  skills; 

--  maintaining  a  reference  library  operation;  and 

--  ensuring  that  correct  payments  are  made  to  those  entitled 
(employees,  vendors,  etc.). 
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Activity  6.    Facility  management 


1991  Estimate 


1992  Estimate 


Change 


Staff 
Years 


Amount ($) 


Staff 
years 


Amount ($) 


Staff 
years 


Amount ($) 


3 


640,000 


3 


525,000 


0 


-115,000 


The  RRB  is  responsible  for  the  day-to-day  management  of  its  headquarters 
building  at  844  North  Rush  Street  in  Chicago,  with  oversight  provided  by  the 
General  Services  Administration  (6SA).    This  responsibility  includes  building 
operations,  maintenance,  recurring  repairs,  general  services,  and  alterations. 
Funds  are  appropriated  to  a  GSA  parent  account  and  made  available  to  the  RRB 
by  a  nonexpenditure  transfer  authorization. 

The  RRB  incurs  additional  costs  of  maintaining  the  headquarters  building  over 
and  above  the  amount  covered  by  GSA.    These  additional  costs  are  for  guard 
service;  contractor  overtime  to  furnish  heat  and  air-conditioning  before  and 
after  normal  working  hours;  various  recurring  and  non-recurring  repairs  to  the 
building,  such  as  office  alterations,  electrical  outlet  installation,  and 
plumbing  repairs;  and  various  painting  requirements. 
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JUSTIFICATION  OF  ESTIMATES 
LIMITATION  ON  RAILROAD  UNEMPLOYMENT  INSURANCE 
ADMINISTRATION  FUND 

Proposed  Appropriation  Language 

Limitation  on  Railroad  Unemployment  Insurance 
Administration  Fund 


For  [further]  necessary  expenses  [necessary]  for  the  Railroad 
Retirement  Board,  for  administration  of  the  Railroad  Unemployment  Insurance 
Act,  [not  less  than  $15,665,000  shall  be  apportioned  for  fiscal  year  1991 
from  moneys  credited  to]  $17,263,000  to  be  derived  from  the  railroad 
unemployment  insurance  administration  fund  [of  which  $433,000  shall  be 
available  for  the  lease-to-purchase  costs  and  contract  services  related  to 
the  installation  of  a  mainframe  computer  only  upon  the  delegation  of 
procurement  authority  from  the  General  Services  Administration  to  the 
Railroad  Retirement  Board].    (Departments  of  Labor,  Health  and  Human 
Services,  and  Education,  and  Related  Agencies  Appropriations  Act,  1991.) 
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Explanation  of  Proposed  Appropriation  Language 
Appropriation  language    Explanation 


For  [further]  necessary  expenses 
[necessary]  for  the  Railroad 
Retirement  Board,  for 
administration  of  the  Railroad 
Unemployment  Insurance  Act,  [not 
less  than  $15,665,000  shall  be 
apportioned  for  fiscal  year  1991 
from  moneys  credited  to] 
$17,263,000  to  be  derived  from  the 
railroad  unemployment  insurance 
administration  fund... 


Under  Section  11(c)  of  the  Railroad 
Unemployment  Insurance  Act,  funds  in 
the  Railroad  Unemployment  Insurance 
Administration  Fund  are  permanently 
appropriated  to  the  RRB  for 
administering  the  unemployment  and 
sickness  insurance  benefit  programs. 
This  language  would  make  $17,263,000 
of  amounts  in  the  fund  available  in 
fiscal  year  1992. 


...[of  which  $433,000  shall  be 
available  for  the  lease-to- 
purchase  costs  and  contract 
services  related  to  the 
installation  of  a  mainframe 
computer  only  upon  the  delegation 
of  procurement  authority  from  the 
General  Services  Administration  to 
the  Railroad  Retirement  Board]. 


This  provision,  as  specified  for 
fiscal  year  1991,  was  deleted  for 
fiscal  year  1992  as  agreed  between 
the  Office  of  Management  and  Budget 
and  the  RRB. 
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Authorizing  Legislation 


Legislation 

Railroad  Unemployment  Insurance  Act: 
Section  11. (a) 


 1992  

Appropriation 
Authorized  reguested 


Indefinite 


None 


"Sec.  11. (a)  The  Secretary  of  the  Treasury  shall  maintain 
in  the  unemployment  trust  fund  established  pursuant  to 
section  904  of  the  Social  Security  Act  an  account  to  be 
known  as  the  railroad  unemployment  insurance 
administration  fund.    This  unemployment  insurance 
administration  fund  shall  consist  of  (i)  such  part  of  all 
contributions  collected  pursuant  to  section  8  of  this  Act 
as  equals  0.65  per  centum  of  the  total  compensation  on 
which  such  contributions  are  based;  (ii)  all  amounts 
advanced  to  the  fund  by  the  Secretary  of  the  Treasury 
pursuant  to  this  section;  (iii)  all  amounts  appropriated 
by  subsection  (b)  of  this  section;  and  (iv)  such 
additional  amounts  as  Congress  may  appropriate  for 
expenses  necessary  or  incidental  to  administering  this 
Act.    Such  additional  amounts  are  hereby  authorized  to  be 
appropriated. " 
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Explanation  for  Changes  Between  the  1991  Enacted  and  1992  Proposed  Budgets 

Direct  Obligations 

Change 
($000) 

Increases; 

1 .  Personnel  compensation  508 

This  reflects  the  net  effect  of  a  reduction  of  1  FTE 
and  the  following  increases:    the  January  1991  pay 
raise  of  4.1  percent  and  other  executive  and 
geographic  pay  raises  for  a  full  year,  an  anticipated 
4.2  percent  pay  raise  in  January  1992,  and  related 
increases  for  incentive  awards. 

2.  Civilian  personnel  benefits  294 

Because  additional  personnel  compensation  will  be 
paid,  related  benefit  costs  increase.  Federal 
Employees  Retirement  System,  thrift  savings  plan,  and 
health  insurance  costs  are  also  expected  to  increase. 

3.  Benefits  for  former  personnel  4 

An  increase  is  provided  for  the  benefits  of  former 
employees. 

4.  Travel  and  transportation  of  persons  8 
An  increase  is  provided  for  travel  costs. 

5.  Transportation  of  things  2 

A  moderate  increase  is  included  in  this  cost 
category. 

6.  Rental  payments  to  GSA  94 

This  reflects  an  increase  by  GSA  in  the  expected 
costs  for  our  space. 
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Explanation  for  Changes  Between  the  1991  Enacted  and  1992  Proposed  Budgets 

Direct  Obligations 

Change 
($000) 

Increases:  (continued) 

7.  Communications,  utilities,  and  miscellaneous  charges  87 

This  increase  reflects  additional  amounts  for  a 
postal  rate  increase,  greater  utilization  of  our 
telecommunications  network  for  processing  benefit 
claims  information,  and  communication  and  utility 
costs  associated  with  a  new  satellite  claims 
processing  office. 

8.  Printing  and  reproduction  21 

We  expect  a  small  increase  in  this  cost  category  for 
microfiche  services,  printing  of  forms,  and  other 
price  increases. 

9.  Other  services  781 

This  increase  reflects  additional  costs  for 
contractual  assistance  to  conduct  computer  risk 
assessments  and  to  develop  security  control 
guidelines  in  order  to  fulfill  provisions  of  the 
Computer  Security  Act  of  1987  and  related  Office  of 
Management  and  Budget  guidance  in  Circular  A-130.  In 
addition,  more  funds  have  been  provided  for  the 
repair  and  maintenance  of  equipment,  particularly 
automation  equipment  and  software,  and  Treasury  check 
processing  costs. 

10.  Supplies  and  materials  13 

This  increase  reflects  continued  usage  of  additional 
computer  paper  and  the  acquisition  of  other  supplies 
and  materials  needed  to  operate  the  additional 
computer  equipment  expected  to  be  acquired. 

11.  Equipment  164 

We  expect  to  acquire  additional  computer  terminals, 
personal  computers,  and  printers  and  to  replace 
obsolete  printing,  inserting,  and  binding  equipment. 


Total  increase:  1.976 
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Justification  bv  Activity 

General 

Funds  from  the  Railroad  Unemployment  Insurance  Administration  Fund  are  used 
to  administer  the  railroad  unemployment/sickness  insurance  program  provided 
under  the  Railroad  Unemployment  Insurance  Act. 

The  total  staff  year  requirements  for  the  various  activities  are  summarized 
below. 


1991 

1992 

estimate 

estimate 

1. 

Maintenance  of  rail  earnings  accounts 

8 

8 

2. 

Processing  claims  -  unemployment 

136 

136 

3. 

Processing  claims  -  sickness 

104 

104 

4. 

Rail  claimant  placement  services 

3 

3 

5. 

Administration 

58 

57 

6. 

Facility  management 

_Jl 

_JL 

Total 

3JJ1 

309 

The  RRB  is  headquartered  in  Chicago.    It  has  field  offices  located 
throughout  the  country  to  provide  in-person  service  to  railroad  workers  and 
members  of  their  families. 


In  administering  this  program,  RRB  staff 

adjudicate  applications  and  claims  for  unemployment  and  sickness 
insurance  benefits; 

inform  railroad  workers  of  their  rights  and  responsibilities  under 
the  program; 

monitor  payments  to  ensure  that  they  are  proper; 

maintain  earnings  records  of  railroad  employees  in  order  to 
determine  whether  applicants  qualify  for  benefits; 

determine  tax  rates  for  employers  based  on  an  experience  rating 
system; 

interpret  laws  and  comment  on  proposed  legislation; 

develop  policies  and  procedures  for  program  operations; 

continuously  review  operations  to  identify  areas  where 
improvements  can  be  made;  and 

maintain  data  processing,  accounting,  financial,  and  personnel 
operations  to  support  program  activities. 
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In  addition  to  the  day-to-day  administration  of  the  railroad  unemployment 
and  sickness  insurance  program,  the  RRB  must  periodically  adjust  its 
operations,  methods,  and  procedures  to  implement  new  legislation  affecting 
its  programs.    For  example,  the  RRB  recently  implemented  the  Railroad 
Unemployment  Insurance  and  Retirement  Improvement  Act  of  1988. 
Implementation  activities  included  indexing  annual  benefit  rates  and 
qualifying  earnings  requirements  to  national  wage  levels,  indexing  the  tax 
base  to  increased  wage  levels,  and  determining  railroad  unemployment  taxes 
for  individual  railroads  based  on  an  experience  rating  system. 

Summary  Processing  Workload  Table 
 Unemployment  insurance    Sickness  insurance  


Fiscal  years 

employment  1/ 

Applications 

Claims 

Payments 

Applications 

Claims 

Payments 

1985 

372,000 

113,613 

717,637 

671,441 

66,659 

345,383 

320,117 

1986 

342,000 

105,064 

746,523 

698,491 

62,440 

355,489 

327,891 

1987 

320,000 

79,647 

636,322 

588,769 

56,198 

341,815 

314,020 

1988 

312,000 

57,605 

427,061 

390,002 

51,902 

312,940 

286,681 

1989 

308,000 

48,170 

298,025 

239,828 

45,751 

281,203 

224,801 

1990 

296,000 

42,135 

300,351 

234,136 

41,141 

269,926 

204,305 

1991  (est) 

288,000 

43,000 

305,000 

238,000 

42,000 

291,000 

220,000 

1992  (est) 

281,000 

41,000 

295,000 

230,000 

40,000 

283,000 

214,000 

1/   Average  annual  railroad  employment  is  based  on  mid-month  counts  and  presented  on  a  calendar  year 
basis. 

Descriptions  of  the  specific  activities  involved  in  administering  the  railroad 
unemployment/sickness  insurance  program  follow. 

Activity  1.    Maintenance  of  rail  earnings  accounts 

1991  Estimate  1992  Estimate   Change  

Staff  Staff  Staff 

years        Amount ($)  years        Amount ($)  years      Amount ($) 

8  420,000  8  440,000  ---  +20,000 

A  "qualified  employee"  under  the  Railroad  Unemployment  Insurance  Act,  as 
amended  by  the  Railroad  Unemployment  Insurance  and  Retirement  Improvement  Act 
of  1988,  is  one  who  earns  creditable  compensation  of  at  least  $1,912.50  in 
base  year  1991  (the  base  year  is  the  calendar  year  preceding  each  benefit  year 
which  begins  on  July  1),  counting  no  more  than  $765  a  month.    The  earnings 
requirement  and  taxable  compensation  have  been  indexed  to  reflect 
approximately  two-thirds  of  the  growth  in  average  national  wages. 
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Effective  July  1,  1988,  the  daily  benefit  rate  for  both  unemployment  and 
sickness  insurance  benefits  paid  by  the  Railroad  Retirement  Board  increased 
from  $25  to  $30,  raising  the  maximum  biweekly  benefits  from  $250  to  $300. 
Beginning  July  1,  1989,  the  maximum  daily  benefit  rate  increased  to  $31  as 
benefit  rates  were  indexed  to  reflect  approximately  two-thirds  of  the  growth 
in  average  national  wages.    This  rate  remains  unchanged  at  $31  for  the  general 
benefit  years  beginning  July  1,  1990  and  July  1,  1991. 

To  determine  whether  applicants  are  qualified  for  benefits  under  the  Railroad 
Unemployment  Insurance  Act  and  to  determine  daily  benefit  rates,  the  RRB 
maintains  records  of  railroad  service  and  compensation  for  each  individual  who 
works  in  the  railroad  industry.    Records  of  service  and  compensation  must  be 
processed  promptly  in  a  calendar  year  in  order  to  determine  eligibility  for 
benefits  the  following  July  1. 

Some  specific  tasks  involved  in  the  "maintenance  of  rail  earnings  accounts" 
are 

maintaining  records  of  railroad  service  and  compensation,  in  order 
to  determine  whether  applicants  are  qualified  for  benefits; 

providing  appropriate  levels  of  service  to  railroad  workers  and 
employers; 

resolving  disagreements  or  protests  concerning  service  and 
compensation  matters;  and 

providing  support  for  the  above  tasks,  including  data  processing  and 
record  creation,  distribution,  retention,  and  storage. 

In  1990,  the  workload  for  this  activity,  which  impacted  both  the  railroad 
unemployment  and  sickness  insurance  and  the  railroad  retirement  programs, 
included 

adjusting  390,000  accounts  to  credit  calendar  year  1989  railroad 
service  and  compensation; 

adjusting  19,000  prior-year  records; 

adjusting  6,300  records  that  contained  erroneous  or  inconsistent 
information; 

releasing  345,000  statements  of  service  and  compensation  to  railroad 
employees; 

responding  to  8,000  inquiries  and  protests  concerning  the  above 
statements;  and 
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responding  to  an  additional  4,100  inquiries  from  employers 
concerning  coverage  matters  or  from  employees  concerning  individual 
records. 


Activity  2.    Processing  claims  -  unemployment 


1991  Estimate 


1992  Estimate 


Change 


Staff 
years 


Amount(S) 


Staff 
years 


Amount ($) 


Staff 
years 


Amount ($) 


136 


6,827,000 


136 


7,762,000 


+935,000 


In  past  years,  railroad  employees  applied  for  and  claimed  unemployment 
insurance  benefits  through  railroad  employers,  and  the  RRB  paid  claims  agents 
to  assist  unemployed  railroad  workers  in  filing  claims.    During  the  benefit 
year  beginning  in  July  1989,  a  mail  registration  system  was  implemented, 
whereby  unemployed  railroad  workers  prepared  their  own  claims  and  mailed  them 
directly  to  RRB  field  offices.    This  change  in  applying  for  unemployment 
insurance  benefits  was  handled  through  a  gradual  phase-in  of  field  offices 
expanding  nationwide  by  September  1989. 

Unemployed  railroad  workers  file  biweekly  claims  for  benefits  during  the 
period  that  they  are  unemployed.    Field  office  staff  review  the  applications 
and  claims  for  accuracy  and  completeness  and  obtain  any  needed  information. 
They  periodically  contact  claimants  to  ensure  that  they  are  available  for  work 
and  are  entitled  to  benefits.    Field  office  staff  also  perform  other 
activities  to  ensure  that  such  payments  are  proper,  such  as  a  review  of  State 
records  to  verify  that  claimants  are  not  working  in  non-railroad  employment. 

Field  office  personnel  enter  unemployment  insurance  applications  and  claims 
on-line  for  headquarters  processing.    Prior  to  the  payment  of  benefits, 
application  and  claim  data  is  furnished  to  the  employer  to  give  the  employer 
an  opportunity  to  submit  information  relevant  to  the  benefit  payment 
determination.    Field  office  personnel  evaluate  the  information  provided  by 
the  employer  and  take  any  necessary  action.    We  currently  exchange  benefit 
payment  determination  data  with  six  employers  via  a  telecommunications  link, 
and  work  is  underway  to  have  other  employers  use  this  system.    In  the  absence 
of  electronic  information  exchange,  prepayment  claim  notices  are  provided  to 
employers  by  mail . 

The  following  table  shows  the  number  of  unemployment  insurance  claims  filed 
for  the  last  2  fiscal  years  and  estimates  for  fiscal  years  1991  and  1992. 


Fiscal  year 


Claims  filed 


1992 
1991 
1990 
1989 


295,000  (estimated) 
305,000  (estimated) 
300,351 
298,025 


53 


1076 


This  activity  includes 

adjudicating  and  processing  applications  and  claims  for  benefits; 
providing  service  to  benefit  claimants; 

ensuring  that  benefits  are  computed  correctly  and  paid  only  to 
qualified  individuals;  and 

establishing  computer  matching  agreements  and  conducting  matches 
with  railroads  and  States  to  verify  that  benefit  payments  are 
proper. 

In  conjunction  with  this  activity,  RRB  field  offices 

review  claims  and  applications  for  benefits,  reconcile 
discrepancies,  determine  whether  benefits  are  payable,  and  input  the 
applications  and  claims  for  headquarters  processing; 

interview  claimants  to  determine  eligibility  and  advise  claimants  of 
their  rights  and  responsibilities; 

conduct  record  checks  with  non-railroad  employers  and  record 
comparisons  with  railroads  and  State  programs  to  verify  that  benefit 
payments  are  proper; 

provide  information  to  individual  claimants  on  benefit  eligibility, 
duration,  and  amounts;  and 

provide  information  to  railroad  employers  and  employees  via 
itinerant  service  and  informational  conference  programs. 

Activity  3.    Processing  claims  -  sickness 

1991  Estimate  1992  Estimate   Change  

Staff  Staff  Staff 

years         Amount ($)  years         Amount ($1  years        Amount ($) 

104  4,800,000  104  5,611,000  ---  +811,000 

Applications  and  claims  for  sickness  insurance  benefits  are  mailed  directly  to 
RRB  headquarters.    An  application  is  required  at  the  beginning  of  each  period 
of  continuing  sickness  for  which  benefits  are  claimed.    Attached  to  each 
application  is  a  statement  of  sickness  which  must  be  completed  by  the 
employee's  doctor. 


After  the  RRB  receives  the  employee's  application  and  statement  of  sickness 
and  determines  eligibility,  a  claim  form  covering  the  first  14  days  of 
sickness  is  mailed  to  the  claimant.    On  the  claim  form,  the  employee 
specifically  indicates  which  days  of  sickness  are  claimed  and  furnishes 
information  on  wages  or  other  benefits  that  may  be  payable  for  these  days. 
Additional  claim  forms  are  sent  to  cover  later  periods  if  the  illness  lasts 
more  than  14  days.    Also,  the  claimant  may  be  asked  to  have  his  or  her  doctor 
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furnish  more  information  about  the  nature  of  the  illness  and  its  expected 
duration.    Notice  of  each  claim  is  provided  to  the  claimant's  employer  prior 
to  payment  of  benefits.    RRB  personnel  review  the  information  provided  by 
employers  in  response  to  these  notices  and  take  the  necesary  action  to  either 
deny  or  recover  erroneously  claimed  benefits.    The  following  table  shows  the 
number  of  sickness  claims  filed  for  the  last  2  fiscal  years  and  estimates  for 
fiscal  years  1991  and  1992. 

Fiscal  year  Claims  filed 

1992  283,000  (estimated) 

1991  291,000  (estimated) 

1990  269,926 

1989  281,203 

This  activity  includes 

processing  applications  and  claims  for  benefits; 

providing  service  to  claimants; 

ensuring  that  benefits  are  computed  correctly;  and 

conducting  computer  matches  and  recording  comparisons  with  railroads 
and  State  programs  to  verify  that  benefit  payments  are  proper. 

Activity  4.    Rail  claimant  placement  services 

1991  Estimate  1992  Estimate   Change  

Staff  Staff  Staff 

years         Amount ($)  years         Amount ($)  years        Amount ($) 

3  160,000  3  170,000  ---  +10,000 


Every  applicant  for  unemployment  insurance  benefits  is  required  to  file  an 
application  for  employment  service.    The  application  is  kept  in  the  field 
office  serving  the  area  in  which  the  claimant  registers.    As  many  claimants  as 
possible  are  called  in  for  a  personal  interview  with  an  RRB  representative. 
During  the  interview,  the  claimants'  responsibilities  are  explained  and 
additional  information  is  obtained  about  their  background,  what  work  they  have 
been  doing,  and  what  work  they  are  able  to  do.    First  consideration  is  given 
to  placing  claimants  in  a  job  in  the  railroad  industry.    If  this  is  not 
possible,  an  effort  is  made  to  place  them  wherever  a  suitable  job  exists.  The 
RRB  also  maintains  a  central  register  of  separated  employees  with  at  least  1 
year  of  service  who  are  currently  available  for  railroad  employment. 


Placement  activities  include  efforts  to 


prescribe  procedures  for  interviewing  and  placing  railroad 
employees; 

provide  job  service  counseling  to  railroad  employees; 
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provide  employment  service  to  railroad  carriers; 

maintain  and  distribute  a  central  register  of  railroad 
employees  available  for  re-employment; 

assist  constituents  in  areas  of  job  placements  and 
retraining; 

notify  railroad  employees  directly  of  appropriate  job 
opportunities; 

maintain  and  distribute  a  national  list  of  job  vacancies; 
and 

maintain  required  information  and  records  necessary  to 
evaluate  the  effectiveness  of  services  provided. 

Activity  5.  Administration 

1991  Estimate  1992  Estimate   Change  

Staff  Staff  Staff 

years         Amount ($)  years         Amount ($)  years        Amount ($1 

58  2,920,000  57  3,100,000  -1  +180,000 

The  primary  purpose  of  the  RRB  is  to  administer  the  retirement/survivor  and 
unemployment/sickness  insurance  programs  provided  under  the  Railroad 
Retirement  Act  and  the  Railroad  Unemployment  Insurance  Act  for  railroad 
workers  and  members  of  their  families. 

This  activity  includes  a  variety  of  efforts  needed  to  administer  these  benefit 
programs  and  to  comply  with  Federal  policies  and  requirements  applicable  to 
the  RRB. 

Administration  includes 

establishing  policies  that  enable  the  RRB  to  accomplish  its  mission; 

providing  for  compliance  with  requirements  and 
regulations; 

providing  for  legal  opinions  and  representation  in 
judicial  matters; 

providing  for  assistance  on  legislative,  appropriation,  or 
actuarial  matters; 

managing  financial  assets; 

recruiting,  training,  and  managing  personnel; 

providing  public  information  services; 


56 


1079 


providing  general  administrative  support; 

providing  training  to  improve  job-related  knowledge  or 
skills; 

maintaining  a  reference  library  operation;  and 

ensuring  that  correct  payments  are  made  to  those  entitled 
(employees  and  vendors). 

Activity  6.    Facility  management 

1991  Estimate  1992  Estimate   Change  

Staff  Staff  Staff 

years         Amount ($)  years         Amount (S)  years        Amount (S) 

1  160,000  1  180,000  ---  +20,000 

The  RRB  is  responsible  for  the  day-to-day  management  of  its  headquarters 
building  at  844  North  Rush  Street  in  Chicago,  with  oversight  provided  by  GSA. 
This  responsibility  includes  building  operations,  maintenance,  recurring 
repairs,  general  services,  and  alterations.    Funds  are  appropriated  to  a  GSA 
parent  account  and  made  available  to  the  RRB  by  a  nonexpenditure  transfer 
authorization. 

The  RRB  incurs  additional  costs  of  maintaining  the  headquarters  building  over 
and  above  the  amount  covered  by  GSA.    These  additional  costs  are  for  guard 
service;  contractor  overtime  to  furnish  heat  and  air  conditioning  before  and 
after  normal  working  hours;  various  recurring  and  non-recurring  repairs  to  the 
building,  such  as  office  alterations,  electrical  outlet  installation,  and 
plumbing  repairs;  and  various  painting  requirements. 
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JUSTIFICATION  OF  ESTIMATES 
SPECIAL  MANAGEMENT  IMPROVEMENT  FUND 

.  Proposed  Appropriation  Language 

Special  Management  Improvement  Fund 

To  effect  management  improvements,  including  the  reduction  of  backlogs, 
accuracy  of  taxation  accounting,  debt  collection,  and  other  issues  identified 
by  the  Office  of  Management  and  Budget  in  its  management  review  of  the 
Railroad  Retirement  Board,  $13,910,000,  to  be  derived  from  the  railroad 
retirement  accounts  and  railroad  unemployment  insurance  account:  Provided, 
That  the  total  amount  provided  herein  shall  remain  available  for  obligation 
through  September  30,  1996:    Provided  further,  That  these  funds  shall 
supplement,  not  supplant,  existing  resources  devoted  to  such  operations  and 
improvements. 
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Explanation  of  Proposed  Appropriation  Language 


Appropriation  language 


Explanation 


To  effect  management  improvements, 
including  the  reduction  of 
backlogs,  accuracy  of  taxation 
accounting,  debt  collection,  and 
other  issues  identified  by  the 
Office  of  Management  and  Budget  in 
its  management  review  of  the 
Railroad  Retirement  Board, 
$13,910,000,  to  be  derived  from 
the  railroad  retirement  accounts 
and  railroad  unemployment 
insurance  account: .. . 


This  language  establishes  a  special 
fund  to  enable  the  RRB  to  carry  out 
or  expand  certain  improvement 
activities  in  accordance  with  an 
agreement  with  the  Office  of 
Management  and  Budget.    Funding  is 
to  be  derived  from  the  railroad 
retirement  accounts  and  the  Railroad 
Unemployment  Insurance  Account. 


. . .Provided,  That  the  total  amount 
provided  herein  shall  remain 
available  for  obligation  through 
September  30,  1996: ... 


This  language  provides  that  funding 
for  improvement  activities  is  to 
remain  available  for  obligation 
through  September  30,  1996. 


...Provided  further,  That  these 
funds  shall  supplement,  not 
supplant,  existing  resources 
devoted  to  such  operations  and 
improvements. 


This  limits  the  use  of  the 
appropriation  as  described. 
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Authorizing  Legislation 

 1992  

Appropriation 

Leqisl ation  Authorized  requested 

Railroad  Retirement  Act  and  Railroad  Indefinite  $13,910,000 

Unemployment  Insurance  Act 


The  funds  to  be  appropriated  to  the  Special  Management  Improvement  Fund 
would  be  derived  from  the  railroad  retirement  accounts  and  the  Railroad 
Unemployment  Insurance  Administration  Fund.    The  authorizing  legislation  for 
funds  to  administer  the  Railroad  Retirement  Act  is  contained  in  sections 
15(a),  15(c),  and  15A(c)(l)  of  that  act,  the  wording  from  which  is  shown  on 
pages  19  and  20  of  this  document,  and  the  legislation  providing  funding  for 
administration  of  the  Railroad  Unemployment  Insurance  Act  is  contained  in 
section  11(a)  of  that  act,  the  wording  from  which  is  shown  on  page  42  of  this 
document. 
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SPECIAL  MANAGEMENT  IMPROVEMENT  FUND 
Financing 


Fiscal  year  1992 

Financing  estimate 

Total  obligations  $  3,264,000 

Unobligated  balance  available,  start  of  year 

Unobligated  balance  available,  end  of  year  10,646.000 

Limitation  $13,910,000 


Relation  of  obligations  to  outlays 

Obligations  to  be  incurred,  net  $  3,264,000 
Obligated  balance,  start  of  year 

Obligated  balance,  end  of  year  --- 

Outlays  from  limitation  $  3,264,000 
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The  financial  operations  of  the  Special  Management  Improvement  Fund  can  also 
be  expressed  in  a  sources  and  uses  of  funds  table  as  shown  below. 

Sources  and  Uses  of  Funds 


Fiscal  year  1992 

Direct  program  sources:  estimate 

Available  from  parent  trust 
funds  by  Congressional 
appropriation  to  be  available 
for  obligation  through 

September  30,  1996.  S13.910.000 

Direct  program  uses: 

Administrative  expenses  $  3,264,000 

Unobligated  balance  available,  end  of  year  10.646.000 

Total  uses:  S13.910.000 
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Explanation  for  Changes  Between  the  1991  Enacted  and  1992  Proposed  Budgets 

Direct  Obligations 

Change 
($000) 

Increases: 

1.  Personnel  compensation  2,643 

Funds  in  this  category  are  to  provide  77  FTEs  to 
effect  operational  improvements. 

2.  Civilian  personnel  benefits  530 

This  category  reflects  estimated  benefit  costs  for  77 
FTEs  which  includes  health  insurance,  retirement  and 
other  employee  benefit  expenses  paid  by  the  RRB. 

3.  Other  services  50 

This  is  for  contractual  assistance  related  to  debt 
collection  operational  improvements. 

4.  Equipment  41 

This  category  includes  funds  to  acquire  personal 

computers  and  software.   


Total  increase:  3T264 


Note:    This  is  a  newly  established  administrative  limitation 
account. 
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Justification  bv  Activitiv 


General 

As  stated  in  earlier  sections  of  this  document,  the  primary  function  of  the 
RRB  is  to  administer  comprehensive  retirement-survivor  and  unemployment- 
sickness  insurance  benefit  programs  for  the  nation's  railroad  workers  and 
their  families  under  the  Railroad  Retirement  Act  and  the  Railroad  Unemployment 
Insurance  Act.    The  purpose,  or  goal,  of  these  programs  is  to  provide  an 
income  to  eligible  beneficiaries  that  replaces  earnings  they  no  longer  receive 
because  of  retirement,  long-term  disability,  death,  unemployment,  or  sickness. 
In  order  to  more  efficiently  provide  service  and  benefits  to  railroad  workers 
and  their  families,  the  RRB  also  has  administrative  responsibilities  for  the 
payment  of  certain  social  security  benefits  which  are  coordinated  with 
benefits  payable  under  the  Railroad  Retirement  Act  and  for  railroad  workers' 
Medicare  coverage. 

Overall,  the  RRB  has  been  successful  in  fulfilling  its  mission  to  provide 
timely  benefits  to  those  covered  under  the  programs  it  administers,  within  the 
resources  available  to  government  agencies.    Concurrently,  in  recent  years  the 
RRB  has  implemented  extensive  railroad  retirement,  unemployment  insurance, 
Medicare,  and  tax  legislation.    Railroad  retirement  beneficiaries  expressed 
their  confidence  in  the  RRB  through  a  1989  client  satisfaction  survey,  which 
showed  that  88  percent  of  the  respondents  rated  RRB  service  as  good  to  very 
good  and  90  percent  were  satisfied  with  the  manner  in  which  their  most  recent 
railroad  retirement  matter  was  handled.    Nevertheless,  RRB  management 
recognizes  the  need  to  improve  or  expand  on  its  activities  in  several  areas, 
the  most  significant  of  which  are 

--Claims  processing, 
--Debt  collection, 
--Fraud  control , 
--Tax  accounting, 
--Trust  fund  integrity,  and 
--Information  systems. 

The  need  for  improvements  or  enhancements  in  the  above  areas  was  identified  by 
the  RRB  as  a  result  of  on-going  management  initiatives,  internal  control 
reviews  made  by  program  managers  pursuant  to  the  Federal  Managers'  Financial 
Integrity  Act,  quality  assurance  reviews  performed  by  our  Bureau  of  Quality 
Assurance,  and  reviews  made  by  RRB's  Office  of  Inspector  General.  In 
April  1990,  the  Office  of  Management  and  Budget  (0MB)  conducted  a  2-week  on- 
site  management  review  of  the  RRB,  and  in  May  1990,  issued  a  draft  management 
report  which  includes  specific  recommendations  for  improvements  in  these 
areas.    The  RRB's  most  recent  Federal  Managers'  Financial  Integrity  Act 
report,  issued  in  December  1990,  provides  additional  information  on  these  and 
other  areas  that  the  agency  has  targeted  for  improvement. 

The  RRB  fiscal  year  1992  budget  submission  included  a  request  for  additional 
full-time  equivalent  employees  in  fiscal  year  1992  to  help  address  these 
issues  and  other  matters  discussed  with  0MB  as  a  result  of  its  recent  review 
of  RRB  operations.    The  0MB  and  the  RRB  are  negotiating  an  agreement  on  this 
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funding  proposal  for  a  special  management  improvement  fund  totaling 
$13,910,000  to  be  available  for  obligation  over  a  5-year  period  starting 
October  1,  1991.    The  President's  budget  includes  the  following  resources  for 
this  special  fund  during  fiscal  year  1992. 


 Activity  

1.  Claims  processing 

2.  Debt  collection 

3.  Fraud  control 

4.  Tax  accounting 

5.  Trust  fund  integrity 

6.  Information  systems 

Total 


FTE's  Amounts 

39  $1,475,000 

6  341,000 

11  372,000 

17  926,000 

2  75,000 

_2  75.000 

2Z  $3.264.000 


The  activities  to  be  improved  or  to  be  enhanced  by  the  RRB  and  how  the 
increased  level  of  resources  will  be  used  by  the  RRB  to  produce  desired 
measurable  performance  outputs  are  described  below. 


Activity  1.    Claims  processing 
1991  Estimate 


Staff 
years 


Amount ($} 


Staff 
years 


1992  Estimate 


Amount ($) 


Staff 
years 


Change 


Amount ($) 


39 


1,475,000 


+39 


+1,475,000 


The  RRB's  mission  is  to  pay  benefits  under  the  Railroad  Retirement  Act  and  the 
Railroad  Unemployment  Insurance  Act  to  the  right  people,  in  the  right  amount, 
timely.    While  the  client  satisfaction  survey  showed  a  high  level  of 
satisfaction  with  the  quality  and  timeliness  of  the  handling  of  client  claims, 
the  RRB  recognizes  the  need  to  improve  many  facets  of  program  activities.  For 
example^  a  backlog  of  casework  involving  post-retirement  adjustments  continues 
to  exist  in  the  retirement-survivor  program.    Although  the  RRB  has  made 
progress  in  reducing  the  overall  backlog  levels,  much  more  needs  to  be  done. 
A  concerted  effort  by  a  sizable  number  of  skilled,  experienced  claims 
examiners  would  be  needed  to  eliminate  the  backlog  in  the  next  few  years.  0MB 
has  agreed  to  support  our  request  for  additional  resources  to  help  reduce  or 
eliminate  these  backlogs.    The  following  chart  outlines  the  specific 
backlogged  cases  that  the  RRB  expects  to  eliminate  or  reduce  in  fiscal  years 
1992  through  1996. 
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Number  of  Backlog  Cases 


Estimated  fiscal  year  ending  balances 


Category 

1991 

1992 

1993 

1994 

1995 

1996 

Cost-of-living  reviews 

27,796 

22.434 

14,878 

3,242 

1,150 

0 

Automated  earnings 

recomputation  reviews 

17,638 

15,589 

8,776 

1,236 

850 

0 

Cost-of-living  rejects 

8,237 

7,287 

5,287 

825 

0 

0 

Retirement  adjustments  a/ 

5,904 

0 

0 

0 

0 

0 

Last  person  service  work  deductions 

2,980 

2,580 

1,080 

0 

0 

0 

Cost-of-living  reviews,  survivor 

4,113 

2,098 

183 

0 

0 

0 

Cost-of-living  rejects,  survivor 

1,719 

958 

296 

0 

0 

0 

EDP  policing  a/ 

10.691 

10.841 

8.011 

1.661 

650 

2 

Total 

79 .078 

61.787 

38.511 

6.964 

2  650 

a 

a/    The  backlog  case  estimates  for  these  categories  may  be  subject  to  some  near-term  fluctuations. 


The  accuracy  of  benefit  payments  and  claims  work  is  also  an  important 
indicator  of  program  performance.    The  RRB  measures  the  accuracy  of  payments 
and  claims  work  through  an  ongoing  statistically  valid  quality  assurance 
sample  of  completed  cases.    Over  the  last  several  years,  the  RRB  has  generally 
been  maintaining  or  improving  accuracy  levels  and,  while  eliminating  and 
reducing  backlogs,  accuracy  rates  during  fiscal  years  1992  through  1996  will 
be  maintained  as  follows. 


Pavment/Case  Accuracy  Percentages 

Payment  Case 
 Category  accuracy  1/  accuracy  2/ 

Post-age  and  service  99.7  76.7 

Post-spouse  99.3  82.9 

Post-widow  99.2  83.1 


1/    Percentage  of  dollars  paid  correctly. 

2/    Percentage  of  cases  paid  correctly  --  without  material  error.  A 
material  error  is  (1)  an  incorrect  payment  of  $5.00  or  more,  (2)  an 
incorrect  payment  of  less  than  $5.00  which  is  more  than  1  percent  of 
the  monthly  annuity  rate,  or  (3)  any  situation  in  which  a 
non-entitled  benefit  is  paid. 
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Activity  2.    Debt  collection 


1991  Estimate 


Staff 
years 


Amount ($) 


Staff 
Years 


1992  Estimate 


Amount ($) 
341,000 


Staff 
years 

+6 


Change 


Amount ($) 
+341,000 


In  the  RRB's  long-range  financial  management  plans  and  internal  control  action 
plans,  the  agency  has  recognized  that  improvements  in  its  debt  collection 
program  were  needed.    In  November  1989,  the  RRB  implemented  an  automated 
accounts  receivable  system  to  enhance  debt  collection  capabilities  by 
electronically  generating  billing  notices  and  assessing  interest  and  penalty 
charges.    0MB  also  made  some  additional  suggestions  on  debt  collection 
activities  in  its  draft  management  report.    Areas  where  the  RRB  will  use  the 
additional  resources  to  be  provided  to  enhance  debt  collection  activities 
include: 


--  establishing  a  strong  executive  position  reporting  directly  to  the  RRB 
Chief  Financial  Officer  to  coordinate  on  a  full-time  basis  all  debt 
collection  activities  within  the  RRB  and  with  other  Government 
agencies  and  external  organizations,  to  keep  abreast  of  Government 
debt  collection  practices  and  developments,  and  to  initiate  new 
practices,  as  appropriate,  within  the  RRB; 

--  expanding  the  use  of  debt  collection  agencies  and  the  income  tax 
offset  program; 

--  eliminating  the  backlog  of  unemployment  insurance  program  cases 
requiring  the  establishment  of  accounts  receivable;  and 

--  working  toward  collecting  debts  by  salary  offset  and  by  offset  against 
other  Federal  payments  where  possible. 

Activity  3.    Fraud  control 

1991  Estimate  1992  Estimate   Change  

Staff  Staff  Staff 

years         Amount ($)  years         Amount ($)  years        Amount ($) 


0  0  11  372,000  +11  +372,000 

The  RRB  will  use  the  additional  resources  to  be  obtained  to  extend  its 
automated  wage  matching  program  to  additional  States  to  check  on  earnings  by 
unemployment  and  sickness  insurance  and  disability  beneficiaries.  Although 
the  RRB  plans  to  automate  as  many  matches  as  are  cost-effective,  the  scheduled 
implementation  dates  are  largely  dependent  upon  resource  availability  and 
cooperation  from  the  States.    The  RRB  has  contracted  with  20  States  covering 
about  65  percent  of  all  railroad  employees  to  perform  these  automated  wage 
matches  and  has  initiated  contact  with  the  remaining  States  to  determine  their 
willingness  and  ability  to  participate  in  the  program  now  or  in  the  future. 
The  State  wage  matching  program  is  expected  to  progress  as  shown  in  the 
following  table. 
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State  Matching  Program 

Actual  as   Estimated  fiscal  year  ending  balances  

Description  of  9/30/90  1992  1993  1994  1995  1996 

Number  of  States  with  10  30  34  38  42  46 

agreements 

Percentage  of  railroad 

employees  covered  48  75  80  85  90  95 

Amount  recoverable  from 

matching  program  $929,000     $1,145,000  a/    $1,145,000  a/   $1,161,000  a/   $1,166,000  a/   $1,167,000  a/ 

Number  of  cases  referred 

to  the  Office  of  the  136  235  a/  235  a/  238  a/  239  a/  240  a/ 


Inspector  General 


The  estimates  are  based  on  a  percentage  of  employees  covered,  estimated  claims,  and  past 
experience.    Accordingly,  the  out  years  may  need  to  be  adjusted  as  we  add  additional  States. 


Activity  4.    Tax  accounting 


1991  Estimate 


Staff 
years 


Amount ($) 


Staff 
years 


1992  Estimate 


Amount ($) 


Staff 
years 


Change 


Amount($) 


17 


926,000 


+17 


+926,000 


Under  the  Railroad  Retirement  Solvency  Act  of  1983,  all  railroad  retirement 
annuities  became  taxable  beginning  with  tax  year  1984.    Within  a  short  time,  the 
agency  developed  an  entirely  new  system  to  account  for  benefit  payments  by  tier 
component  and  transaction  date.    Although  the  system  was  in  place  in  time  to 
release  tax  statements  in  January  1985,  as  required  by  law,  the  system  was  not 
fully  completed.    While  work  on  the  system  continued,  subsequent  legislative 
changes  enacted  in  1986  and  1988  required  extensive  revisions  to  the  agency's 
partially  developed  tax  system. 


Four  internal  quality  assurance  reports,  requested  by  the  RRB  Chief  Executive 
Officer  and  issued  in  late  1988  and  1989,  documented  significant  problems  with  the 
tax  accounting  system.    Steps  were  begun  immediately  to  improve  the  accuracy, 
quality,  and  timeliness  of  tax  statements.    However,  to  fully  implement  the 
improvement  program  and  bring  tax  accounting  into  full  compliance  with  applicable 
laws  and  regulations,  additional  resources  are  required.    The  RRB  will  use  the 
additional  resources  to  be  obtained  to  reduce  the  backlog  of  individual  record 
corrections  and  corrected  tax  statements  (and  maintain  balances  at  normal  workload 
levels)  and  to  implement  improved  system  controls.    Ultimately,  the  RRB  may  also 
have  to  redesign  the  tax  accounting  system  and  modify  the  systems  that  feed  it  tax 
information.    A  special  group  will  evaluate  the  system  and  provide  a  redesign  plan 
--  if  needed  --  and  a  resource  estimate  by  September  30,  1991. 
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Activity  5.    Trust  fund  integrity 


1991  Estimate 


1992  Estimate 


Change 


Staff 


Amount ($) 


Staff 
Years 


Amount 1%) 


Staff 
years 


Amount ($) 


0 


0 


2 


75,000 


+2 


+75,000 


The  Internal  Revenue  Service  (IRS)  is  responsible  for  the  collection  of 
railroad  retirement  taxes.    The  Financial  Management  Service  of  the  Treasury 
is  then  responsible  for  depositing  these  taxes  into  accounts  it  maintains  for 


To  help  ensure  that  the  correct  amount  of  taxes  is  credited  to  the  RRB 
accounts,  the  RRB  performs  a  number  of  verification  checks  that  have 
identified  over  $154  million  of  additional  funds  that  should  have  been  (and 
subsequently  were)  deposited  in  the  retirement  trust  funds.    The  RRB 
verification  checks  are  based  on  information  received  from  the  IRS  for  large 
railroad  employers  paying  taxes  by  wire  transfer.    Such  payments  represent 
about  94  percent  of  total  railroad  retirement  tax  deposits. 

For  several  years,  the  RRB  has  been  actively  working  with  the  IRS  to  establish 
procedures  to  obtain  more  complete  information  to  better  reconcile  tax 
deposits.    In  its  December  1989  report  on  its  program  to  review  and  improve 
internal  controls,  the  RRB  noted  a  material  weakness  regarding  the  lack  of 
sufficient  information  being  received  from  the  IRS  to  allow  the  RRB  to  verify 
the  accuracy  of  railroad  retirement  payroll  tax  deposits.    0MB,  in  its  draft 
management  report  on  the  RRB,  also  suggested  that  the  RRB  obtain  additional 
information  from  the  IRS  to  fully  reconcile  the  railroad  retirement  trust 
funds  to  ensure  that  all  tax  receipts  are  collected  and  are  being  credited  in 
a  timely  manner  to  the  proper  trust  fund.    0MB  also  suggested  that  the  RRB 
complete  reconciliations  involving  comparisons  of  compensation  reported  to  the 
RRB  for  benefit  purposes  with  compensation  reported  to  the  IRS  for  tax 
purposes  at  least  1  year  before  the  statute  of  limitations  runs  out. 

The  IRS  has  started  providing  the  RRB  with  some  of  the  needed  information  and, 
at  the  RRB's  request,  has  started  working  with  the  Financial  Management 
Service  to  design  a  working  prototype  system  to  receive  tax  payments 
electronically.    Such  a  system  will  provide  the  RRB  with  the  needed  detail 
information  to  reconcile  deposits  to  the  RRB  accounts  and  will  increase  trust 
fund  earnings  by  speeding  the  deposit  of  funds  into  our  accounts.     With  the 
additional  information  and  additional  staff  to  be  provided,  the  RRB  will 
expand  and  accelerate  the  reconciliation  process  for  the  $4.1  billion  in  taxes 
collected  annually  for  the  retirement  trust  funds.    Specifically,  the  RRB  will 
complete  annual  reconciliations  of  compensation  reported  on  wage  records 
against  compensation  reported  on  tax  returns  at  least  1  year  before  the 
expiration  of  the  statute  of  limitations  starting  with  the  1990  tax  returns 
and  wage  records  received  by  the  RRB  in  mid-1991.    Also,  the  RRB  will  perform 
a  near  100  percent  reconciliation  of  actual  tax  deposits  with  Treasury  records 
within  3  months  after  the  IRS  provides  detailed  information  through  the 
Automated  Clearing  House  system. 


the  RRB. 
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Activity  6.    Information  systems 


Staff 
years 


1991  Estimate 


Amount (S) 


Staff 
years 


1992  Estimate 


Amount ($) 
75,000 


Staff 
years 

+2 


Change 


Amount ($) 
+75,000 


With  the  additional  funding  provided  for  information  systems  by  the  special 
fund,  the  RRB  will  develop  a  workload  measurement  system  that  will  track  the 
time  it  takes  the  RRB  field  offices  to  complete  major  workloads. 
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JUSTIFICATION  OF  ESTIMATES 
DUAL  BENEFITS  PAYMENTS  ACCOUNT 

Proposed  Appropriation  Language 

[Dual  Benefits  Payments  Account]  Federal  Windfall  Subsidy 


For  payment  to  the  [Dual  Benefits  Payments]  Federal  Windfall  Subsidy 
Account,  authorized  under  section  15(d)  of  the  Railroad  Retirement  Act  of 
1974,  [$335,000,000]  $315,000,000  which  shall  include  amounts  becoming 
available  in  fiscal  year  [1991]  1992  pursuant  to  section  224(c)(1)(B)  of 
Public  Law  98-76:    Provided,  That  the  total  amount  provided  herein  shall  be 
[immediately]  credited  to  the  account  In  12  approximately  equal  amounts  on  the 
first  day  of  each  month  in  the  fiscal  year:    Provided  further,  That  of  the 
total  amount  provided  herein,  25  percent  shall  be  derived  from  the  Railroad 
Retirement  Account  [:    Provided  further,  That  the  amount  provided  herein  plus 
the  interest  earned  thereon  shall  be  available  for  payments  through 
September  30,  1991].    (Departments  of  Labor,  Health  and  Human  Services,  and 
Education,  and  Related  Agencies  Appropriations  Act,  1991.) 
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Explanation  of  Proposed  Appropriation  Language 
Appropriation  language    Explanation 


For  payment  to  the  [Dual  Benefits 
Payments]  Federal  Windfall  Subsidy 
Account,  authorized  under  section 
15(d)  of  the  Railroad  Retirement 
Act  of  1974,  [$335,000,000] 
$315,000,000  which  shall  include 
amounts  becoming  available  in 
fiscal  year  [1991]  1992  pursuant 
to  section  224(c)(1)(B)  of  Public 
Law  98-76:... 


The  proposed  appropriation  language 
provides  $315,000,000  for  payment  of 
vested  dual  (windfall)  benefits. 
Section  224  provides  for  taxation  of 
these  benefits.    Of  the 
$315,000,000,  it  is  estimated  that 
$18  million  will  be  derived  from 
income  tax  revenues  as  provided  by 
Section  224(c)(1)(B)  of  Public  Law 
98-76. 


. . .Provided,  That  the  total  amount 
provided  herein  shall  be 
[immediately]  credited  to  the 
account  in  12  approximately  equal 
amounts  on  the  first  day  of  each 
month  in  the  fiscal  year:... 

.. .Provided  further,  That  of  the 
total  amount  provided  herein, 
25  percent  shall  be  derived  from 
the  Railroad  Retirement  Account... 

...[:    Provided  further,  That  the 
amount  provided  herein  plus  the 
interest  earned  thereon  shall  be 
available  for  payments  through 
September  30,  1991]. 


The  monies  provided  to  the  Dual 
Benefits  Payments  Account  are  to  be 
made  available  to  the  account  on  a 
monthly  basis  in  12  approximately 
equal  amounts. 


This  proposes  that  25  percent 
($78,750,000)  of  the  total  amount 
provided  be  transferred  from  the 
Railroad  Retirement  Account. 

This  provision  is  removed  from  the 
proposed  appropriation  language. 
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Authorizing  Legislation 


 1992  

Appropriation 

Legislation  Authorized  requested 

Railroad  Retirement  Act  of  1974  as  amended: 
Sections  15(d)(1),  7(c)(1),  and  15(i)(2) 

Dual  Benefits  Payments  Indefinite  $315,000,000 


Section  15(d)(1): 

"There  is  hereby  created  an  account  in  the  Treasury  of  the 
United  States  to  be  known  as  the  Dual  Benefits  Payments 
Account.    There  is  hereby  authorized  to  be  appropriated  to 
such  account  for  each  fiscal  year  beginning  with  the 
fiscal  year  ending  September  30,  1982,  such  sums  as  are 
necessary  to  pay  during  such  fiscal  year  the  amounts  of 
annuities  estimated  by  the  Board  to  be  paid  under  sections 
3(h),  4(e),  and  4(h)  of  this  Act  and  under  sections 
204(a)(3),  204(a)(4),  206(3),  and  207(3)  of  Public  Law  93- 
445." 

Section  7(c)(1): 

"In  any  fiscal  year,  the  total  amounts  paid  under  such 
sections  shall  not  exceed  the  total  sums  appropriated  to 
the  Dual  Benefits  Payments  Account  for  that  fiscal  year." 

Section  15(i)(2): 

"The  Secretary  of  the  Treasury  shall,  on  a  monthly  basis, 
credit  each  account  established  in  the  Treasury  for  the 
payment  of  benefits  under  this  Act  for  the  proportionate 
amount  of  benefit  checks  (including  interest  thereon) 
drawn  on  each  such  Account  more  than  six  months  previously 
but  not  presented  for  payment  and  not  previously  credited 
to  such  Account,  to  the  extent  provided  in  advance  in 
appropriation  Acts." 
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Appropriations  History  Table 
Dual  Benefits  Payments  Account 

Appropriation/ 

Budget  estimate  House  Senate  continuing 

Year         to  the  Congress        allowance         allowance  resolution 

1983  $350,000,000  $430,000,000  $430,000,000  $430,000,000 

1984  $350,000,000  $420,000,000  $420,000,000  $420,000,000 

1985  $405,000,000  $405,000,000  $405,000,000  $405,000,000 

1986  $392,000,000  $392,000,000  $392,000,000  $375,144,000  a/ 

1987  $351,880,000  $380,000,000  $380,000,000  $380,000,000 

1988  $276,000,000  $368,000,000  $368,000,000  $352,323,000  b/ 

1989  $336,185,000  $355,000,000  $355,000,000  $350,740,000  c/ 

1990  $333,000,000  $340,000,000  $340,000,000  $340,000,000  d/ 

1991  $321,000,000  $328,000,000  $335,000,000  $326,927,000  e/ 

1992  $315,000,000  fj 

a/    Represents  the  full  appropriation  amount  of  $392,000,000  less  the 

sequestered  amount  of  $16,856,000. 

b/   Represents  the  House  and  Senate  allowance  amount  of  $368,000,000  less  a 
4.26  percent  reduction  ($15,677,000)  called  for  in  the  full -year 
continuing  resolution  for  fiscal  year  1988  (Public  Law  100-202). 

cj    Represents  the  House  and  Senate  conference  allowance  of  $355,000,000 
less  a  1.2  percent  reduction  ($4,260,000)  mandated  by  the  fiscal  year 
1989  appropriations  act  (Public  Law  100-436).    Of  the  $350,740,000,  an 
estimated  $26,000,000  was  funded  by  income  taxes  on  vested  dual 
(windfall)  benefits  and  the  remainder  ($324,740,000)  by  general 
revenues. 

d/   Of  the  $340,000,000,  $19,000,000  was  funded  by  income  taxes  on  vested 
dual  (windfall)  benefits  and  the  remainder  ($321,000,000)  by  general 
revenues. 

e/    Represents  the  full  appropriation  amount  of  $335,000,000  less  a 

2.41  percent  reduction  ($8,073,000)  called  for  by  the  fiscal  year  1991 
appropriations  act  (Public  Law  101-517).    Of  the  $326,927,000,  an 
estimated  $16,000,000  (net  of  an  adjustment  for  the  calendar  year  1988 
income  tax  reconciliation)  will  be  funded  by  income  taxes  on  vested 
dual  (windfall)  benefits  and  the  remainder  ($310,927,000)  by  general 
revenues.    Public  Law  101-517  also  provides  that  the  amount  made 
available  for  benefits  ($326,927,000)  "shall  be  immediately  credited  to 
the  account"  in  order  to  earn  interest  in  fiscal  year  1991  (an 
estimated  $9,686,000)  which  "shall  be  available  for  payments  through 
September  30,  1991." 

fj   The  appropriation  language  proposes  that  25  percent  of  the  total  amount 
appropriated  for  vested  dual  (windfall)  benefits  be  derived  from  the 
Railroad  Retirement  Account. 
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Taken  as  a  whole,  the  proposed, appropriation  language  calls  for  funding  from 
the  following  sources. 


Budget 

 Funding  sources   authority 

General  revenue  $236,250,000 

(Funding  from  general  revenue 
equals  75  percent  of 
$315,000,000.  Of  the 
$236,250,000  to  be  funded  from 
general  revenue,  $18,000,000  is 
expected  from  income  taxes  on 
vested  dual  [windfall] 
benefits.) 


Railroad  Retirement  Account 
(Rail  Industry  Pension  Fund) 

(Funding  from  this  account 
equals  25  percent  of 
$315,000,000.) 

Total 


78,750,000 


$315.000.000 
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Program  by  Activity 


Dual  Benefits  Payments 
Account 

Financing 

General  funds  of  the 
Treasury 

Transfer  from  the 
Railroad  Retirement 
Account 


Enacted 
1991 

$326,927,000 

326,927,000 
0 


Estimate 

 im  

$315,000,000 

236,250,000 
78,750,000 


Increase 
or 

decrease 
$-11,927,000 

-90,677,000 
+78,750,000 
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Explanation  of  1992  Request 


This  is  the  17th  request  for  appropriations  authorized  by  the  Railroad 
Retirement  Act  of  1974  to  fund  vested  dual  (windfall)  benefits  received  by 
railroad  retirees  who,  under  prior  law,  would  become  covered  by  both  the 
railroad  retirement  system  and  the  social  security  system  because  railroad 
retirement  was  not  fully  coordinated  with  social  security  from  1937  to  1974. 

Under  laws  in  effect  prior  to  1975,  a  worker  engaging  in  covered  employment 
under  both  the  Railroad  Retirement  Act  and  Social  Security  Act  could,  under 
certain  conditions,  receive  benefits  separately  under  both  acts.    Due  to  the 
weighted  nature  of  the  social  security  benefit  formula,  such  "dual 
beneficiaries"  received  more  in  total  benefits  than  if  all  their  work  had  been 
in  the  railroad  industry.    Dual  benefits  were  a  cost  to  the  railroad 
retirement  system  because  the  social  security  benefits  paid  to  railroad 
retirees  were  deducted  from  the  financial  interchange  with  the  social  security 
system.    By  the  mid-1970's,  costs  to  the  railroad  retirement  system  for  these 
benefits  exceeded  $450  million  a  year  and  were  a  severe  financial  drain  on  the 
system. 

The  Railroad  Retirement  Act  of  1974  provided  for  the  phase-out  of  dual 
benefits  by  revising  the  benefit  formulas  and  coordinating  payments  to  remove 
duplications.    It  also  provided  for  a  vested  dual  (windfall)  benefit  to 
continue  payment  to  annuitants  who  were  qualified  for  benefits  under  both 
programs  before  1975  and  met  certain  other  requirements. 

Funding  provisions  of  the  1974  Act  proved  inadequate,  as  inflation  and  adverse 
court  decisions  increased  the  costs  of  vested  dual  (windfall)  benefits.  Also, 
the  1974  Act  did  not  provide  for  a  reduction  in  these  benefits  if  the  Railroad 
Retirement  Account  funded  the  difference  between  the  appropriation  and  the 
benefit  payments. 

The  Omnibus  Budget  Reconciliation  Act  of  1981  amended  the  Railroad  Retirement 
Act  of  1974  to  limit  vested  dual  (windfall)  benefits  to  the  amounts  actually 
appropriated  and  precluded  certain  annuitants  from  future  eligibility.  A 
separate  account  was  established  for  the  payment  of  these  benefits,  and  the 
general  fund  appropriations  are  made  to  that  account.    Starting  in  fiscal  year 
1982,  if  the  general  fund  appropriation  is  less  than  required  in  any  year  to 
pay  full  benefits,  the  RRB  must  reduce  (on  a  pro  rata  basis)  all  individual 
vested  dual  (windfall)  benefit  payments  so  that  the  total  appropriation  is  not 
exceeded. 

For  fiscal  year  1991,  the  appropriation  act  has  provided  $326,927,000  to  fund 
vested  dual  (windfall)  benefits.    It  is  estimated  that  $16,000,000  (net  of  an 
adjustment  for  the  calendar  year  1988  income  tax  reconciliation)  will  be 
derived  from  income  taxes  on  these  benefits  and  the  remainder  from  general 
revenues.    In  addition,  the  appropriation  act  provides  that  the  amount  made 
available  for  benefits  ($326,927,000)  "shall  be  immediately  credited  to  the 
account"  in  order  to  earn  interest  (estimated  at  $9,686,000  in  fiscal  year 
1991)  for  the  payment  of  benefits.    In  previous  years,  the  monies  provided  to 
this  account  from  general  revenues  were  made  available  only  on  a  monthly  basis 
in  12  approximately  equal  amounts,  and  thus  did  not  earn  interest  during  the 
year.    The  fiscal  year  1992  appropriation  language  again  reflects  the  former 
provision  of  12  monthly  payments  to  this  account  from  general  revenues. 


83 


1103 


Proposed  appropriation  language  for  benefits  specifies  that  $315,000,000  be 
appropriated  in  fiscal  year  1992.    Because  the  expected  amount  of  revenue  to 
be  generated  from  income  taxes  on  vested  dual  (windfall)  benefits  has  been 
difficult  to  estimate  with  any  precision,  the  proposed  appropriation  language 
allows  for  any  shortfall  from  the  $18,000,000  estimate  to  be  funded  from 
general  revenues.    In  addition,  the  budget  proposes  (in  appropriation 
language)  to  fund  25  percent  of  the  vested  dual  (windfall)  benefit  payments 
from  the  Railroad  Retirement  Account.    If  authority  to  make  such  transfers 
from  the  Railroad  Retirement  Account  is  not  enacted  by  the  Congress, 
sufficient  funds  need  to  be  provided  from  general  revenues,  or  benefit 
payments  will  need  to  be  reduced. 
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JUSTIFICATION  OF  ESTIMATES 
FEDERAL  PAYMENTS  TO  THE  RAILROAD  RETIREMENT  ACCOUNTS 

Proposed  Appropriation  Language 

Federal  Payments  to  the  Railroad  Retirement  Accounts 

For  payment  to  the  accounts  established  in  the  Treasury  for  the  payment 
of  benefits  under  the  Railroad  Retirement  Act  for  interest  earned  on 
unnegotiated  checks,  $400,000,  to  remain  available  through  September  30,  1992, 
which  shall  be  the  maximum  amount  available  for  payment  pursuant  to  section 
417  of  Public  Law  98-76.    (Departments  of  Labor,  Health  and  Human  Services, 
and  Education,  and  Related  Agencies  Appropriations  Act,  1991.) 
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Explanation  of  Proposed  Appropriation  Language 
Appropriation  language    Explanation 


For  payment  to  the  accounts 
established  in  the  Treasury  for 
the  payment  of  benefits  under  the 
Railroad  Retirement  Act  for 
interest  earned  on  unnegotiated 
checks,  $400,000,  to 
remain  available  through 
September  30,  1992,  which 
shall  be  the  maximum  amount 
available  for  payment 
pursuant  to  section  417  of 
Public  Law  98-76. 


Section  417  of  Public  Law  98-76 
(Railroad  Retirement  Solvency  Act  of 
1983)  amended  the  Railroad 
Retirement  Act  of  1974  to  provide 
for  monthly  transfers  from  the 
Treasury  of  amounts  for  benefit 
checks  drawn  6  months  earlier  and 
not  presented  for  payment. 

Beginning  in  fiscal  year  1991,  the 
RRB  no  longer  receives  credits  to 
this  account  for  the  principal 
amount  of  uncashed  railroad 
retirement  checks  under  provisions 
of  the  Competitive  Equality  Banking 
Act  of  1987.    Instead,  such  funds, 
which  are  appropriated  to  the 
Treasury,  are  to  be  transferred 
directly  to  the  Railroad  Retirement 
Accounts  and  the  Dual  Benefits 
Payments  Account.    As  a  result,  the 
RRB  is  no  longer  required  to  seek 
prior  appropriation  authority  for 
the  principal  amount  of  the  uncashed 
check  transfers.    Interest  on 
uncashed  railroad  retirement  checks, 
however,  must  still  be  appropriated 
in  advance  to  this  account. 
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Authorizing  Legislation 


 1992  

Appropriation 

Legislation  Authorized  requested 

Railroad  Retirement  Solvency  Act  of  1983 

Section  417  Indefinite  $400,000 

Railroad  Retirement  Act  of  1974,  as  amended: 
Section  15(i)(2) 

"The  Secretary  of  the  Treasury  shall,  on  a  monthly  basis, 
credit  each  account  established  in  the  Treasury  for  the 
payment  of  benefits  under  this  Act  for  the  proportionate 
amount  of  benefit  checks  (including  interest  thereon) 
drawn  on  each  such  Account  more  than  six  months  previously 
but  not  presented  for  payment  and  not  previously  credited 
to  such  Account,  to  the  extent  provided  in  advance  in 
appropriation  Acts." 

Appropriations  History  Table 


Fiscal 

Budget  estimate 

House 

Senate 

vear 

to  the  Conaress 

allowance 

allowance 

ADDroDriation 

1985 

$15,000,000 

$15,000,000 

$15,000,000 

$15,000,000 

1986 

$  2,200,000 

$  2,200,000 

$  2,200,000 

$  2,200,000 

1987 

$  3,100,000 

$  3,100,000 

$  3,100,000 

$  3,100,000 

1988 

$  3,100,000 

$  3,100,000 

$  3,100,000 

$  3,100,000 

1989 

$  3,100,000 

$  3,100,000 

$  3,100,000 

$  3,100,000 

1990 

$  0 

0 

0 

0 

1991 

$  100,000 

$  100,000 

$  400,000 

$  400,000 

1992 

$  400,000 

Program  by  Activity 

Unnegotiated  check 

reimbursement 

(interest) 

Financing 

Budget  authority 
(appropriation) 


Enacted 
1991 


$400,000 


$400,000 


Estimate 
1992 


$400,000 


$400,000 


Increase 
or 

decrease 
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Explanation  of  1992  Request 


Prior  to  enactment  of  Section  417  of  the  Railroad  Retirement  Solvency  Act  of 
1983,  amounts  for  uncashed  benefit  checks  were  not  credited  to  the  Railroad 
Retirement  Accounts.    Section  417  provided  a  two-part  process  for  recovering 
unnegotiated  benefit  check  amounts.    The  first  part,  represented  by  the  1985 
appropriation  request,  was  a  catch-up  mechanism  to  credit  the  accounts  with 
the  amount  of  all  uncashed  checks  issued  prior  to  May  1985,  that  the  Treasury 
and  the  RRB  could  jointly  identify  from  accounting  records.    The  amount  agreed 
upon  and  appropriated  in  1985  was  $15  million  and  was  to  remain  available 
through  September  30,  1986. 

The  second  part  of  the  process  went  into  effect  for  checks  issued  on  and  after 
May  1,  1985.    From  that  date,  on  a  monthly  basis,  the  Treasury  transferred  to 
the  account  amounts  represented  by  checks  drawn  6  months  earlier  and  not 
presented  for  payment.    These  amounts  were  provided  for,  in  advance,  in 
appropriation  acts.    For  fiscal  year  1991  and  thereafter,  the  RRB  is  to  seek 
appropriation  authority  only  for  the  interest  earned  on  unnegotiated  checks. 
Under  provisions  of  the  Competitive  Equality  Banking  Act  of  1987,  the 
principal  amount  of  uncashed  railroad  retirement  checks  will  be  appropriated 
to  the  Treasury,  which  in  turn  shall  transfer  such  amounts  directly  to  the 
appropriate  RRB  accounts. 


88 


1108 


Automation  Activities  for  the  Railroad 
Retirement  Benefit  Program 


I.  Background, 

The  RRB  is  currently  following  a  multif aceted,  incremental 
approach  for  the  automation  of  railroad  retirement  claims 
processing.     This  approach,  adopted  in  January  1988,  calls 
for  the  gradual  modernization  of  existing  systems,  through  a 
series  of  specific  initiatives  outlined  in  a  comprehensive 
long-term  automation  plan.     The  original  plan,  developed  by 
an  in-house  Automation  Planning  Group  (APG)  in  1988, 
detailed  23  distinct  retirement  claims  improvement  projects 
(subsequently  titled  the  "ACTION  94"  program) . 

In  May  1989,  however,  work  on  the  ACTION  94  program  was 
suspended  in  order  to  provide  the  staff  resources  needed  to 
make  changes  and  corrections  to  the  railroad  retirement 
taxation  accounting  system.     The  need  for  these  changes  was 
identified  through  several  internal  studies  in  the  taxation 
area  requested  by  the  Chief  Executive  Officer  (CEO)   in  mid- 
1988.     The  taxation  system  is  a  complex  system  that 
interacts  with  many  of  the  existing  benefit  payment  and 
record  systems.     It  was  developed  to  implement  various  new 
legislative  provisions  requiring  the  taxation  of  railroad 
retirement  benefits  beginning  in  1984,  and  has  been  modified 
since  then  to  comply  with  later  taxation  legislation  passed 
in  1986.     The  shift  of  resources  to  the  taxation  system 
during  1989  resulted  in  many  critically  needed  improvements, 
but  additional  work  is  needed  in  this  area. 

In  October  1989,  the  CEO  directed  that  the  APG  reconvene  to 
develop  a  revised  plan  which  incorporates  needed  taxation 
improvements  and  prioritizes  these  initiatives  with  the 
remaining  ACTION  94  projects.     The  updated  plan  (referred  to 
as  the  "APG-2"  plan)  was  completed  in  December  1989,  and 
recommended  an  overall  approach  that  proceeds  in  the 
following  three  areas  simultaneously. 

Short  and  long-term  taxation  improvements. 

Completion  of  a  backlog  of  program  maintenance 
requests  (for  updates  and  revisions)   in  the 
initial  retirement  adjudication  system. 

Renewed  development  of  other  new  automation 
initiatives  (as  described  in  the  ACTION  94 
program) . 
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Accomplishments  During  1990 

The  shift  of  resources  to  taxation  system  work  in  mid-1989 
resulted  in  a  number  of  tangible  improvements  for  the  1990 
tax  season,  including 

a  more  orderly  (less  crisis-oriented)  approach  to 
the  production  of  tax  statements  released  in 
January  1990  than  in  previous  years; 

improvements  in  the  programs  that  had  caused 
inaccurate  tax  withholding/accounting; 

a  new  5-minute  informational  message  accessible 
through  the  IRS's  toll-free  number; 

a  new  on-line  correction  facility  which  has 
improved  our  ability  to  make  changes  to  the 
taxation  database  prior  to  release  of  the  annual 
tax  statements;  and 

a  new  data  analysis  program  to  detect  incomplete 
or  invalid  taxation  data  and  replace  it  with  valid 
data. 

In  addition,  one  of  the  short-term  taxation  initiatives 
recommended  by  the  APG-2  was  completed  in  September  1990. 
This  initiative  enables  the  execution  of  certain  annual 
taxation  statement  programs  on  a  quarterly,  or  ad  hoc,  basis 
in  order  to  facilitate  early  detection  and  correction  of 
potential  errors.  This  initiative  will  contribute  to 
improved  accuracy  of  the  tax  statements  released  in  January 
1991. 

Improvements  were  also  made  in  other  areas,  with  the 
completion  of  two  of  the  original  ACTION  94  initiatives. 
The  first  was  a  project  to  modify  the  initial  retirement 
adjudication  system  to  accept  applications  up  to  3  months  in 
advance  of  the  expected  retirement  date.    The  second  was  an 
initiative  to  automate  requests  for  deceased  employees'  wage 
records  in  initial  survivor  cases.     These  initiatives  will 
improve  the  RRB's  service  to  the  public  by  expediting 
handling  and  payments  in  both  initial  retirement  and 
survivor  cases. 
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III.  Current  Initiatives 

The  December  1989  APG-2  report  identified  the  highest 
priority  initiatives  to  be  started  as  soon  as  possible.  The 
current  status  of  each  of  these  is  listed  below: 

A.      Short  and  long-term  taxation  improvements 

Provide  an  on-line  facility  to  correct  erroneous 
claims  transactions  and  reprocess  them  as  a  means 
of  preventing  inaccurate  data  from  entering  the 
payment  and  tax  accounting  systems.     This  project 
is  currently  underway,  with  the  first  of  three 
phases  to  be  operational  in  May  1991.     The  other 
two  phases  are  scheduled  for  completion  later  in 
fiscal  year  1991  and  in  fiscal  year  1992. 

Complete  development  of  taxation  correction  forms 
and  programs  to  allow  for  the  adjustment  of  tax 
data  in  individual  cases.    Work  is  underway  on 
this  initiative,  which  is  planned  in  four  phases. 
The  first  phase  is  planned  for  completion  during 
fiscal  year  1991,  and  the  other  three  during 
fiscal  year  1992. 

Change  the  programs  which  obtain  tax  data  from  the 
payment  systems  to  run  on  a  quarterly,  rather  than 
annual,  basis.     This  project  was  completed  in 
September  1990. 

Develop  a  long-range  plan  to  redesign  the  tax 
system  to  focus  solely  on  tax  accounting, 
withholding  and  reporting  operations.  This 
project  is  scheduled  for  April  through  September 
1991. 

—      Automate  the  production  of  corrected  tax 

statements  based  on  new  or  revised  data.  This 
project  will  be  assessed  in  more  detail  during  the 
long-range  plan  for  redesign  of  the  tax  system, 
listed  above. 

Make  retroactive  corrections  in  the  allocation  of 
benefits  between  the  social  security  equivalent 
benefit  (SSEB)  amount  (which  is  taxed  as  a  social 
security  benefit)  and  any  remaining  non-SSEB 
amount  (taxed  as  a  private  contributory  pension 
benefit) ,  and  issue  corrected  statements,  as 
necessary.    This  initiative  and  related  policy 
issues  will  also  be  considered  as  part  of  the 
long-range  plan  for  the  taxation  system. 
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Develop  more  structured  testing  methods  that  will 
allow  for  testing  tax  system  corrections  and 
enhancements  more  guickly.     The  RRB  is 
investigating  the  use  of  off-the-shelf  software 
which  would  allow  users  and  data  processing  staff 
to  develop  individual  test  databases  from  existing 
databases  or  tape  files.    Our  plan  is  to  acquire 
any  needed  software  package (s)  in  fiscal  year 
1992. 

Initial  retirement  adjudication  system  maintenance 

The  RRB's  initial  retirement  adjudication  system  makes 
automated  payments  in  most  initial  employee  and  spouse 
cases.     A  high  volume  of  requests  for  technical  systems 
development  work  during  1989  resulted  in  an  inventory 
of  pending  requests  for  technical  changes  to  be  made  in 
this  system.    Many  of  these  requests  involve 
legislative  changes,  procedure  changes,  legal  decisions 
and  quality  assurance  findings  and  are  essential  to  the 
integrity  and  accuracy  of  initial  retirement  payments. 
The  bureau  of  data  processing  completed  in  excess  of  30 
service  requests  for  the  initial  retirement 
adjudication  system  during  1990,  and  is  continuing  to 
give  priority  to  any  new  requests  received  on  an 
ongoing  basis. 

New  automation  initiatives  (ACTION  94) 

The  following  initiatives  were  included  in  the  original 
ACTION  94  plan  developed  in  1988,  and  were  recommended 
again  by  the  APG-2  report. 

Develop  an  automated  rate  history  database  to 
provide  historical  information,  beginning  with  a 
limited  history  file  and  expanding  the  scope  of 
the  file  in  future  years.     Preliminary  analysis 
has  begun  on  this  initiative  in  conjunction  with 
development  of  an  overall  design  for  an  integrated 
database.     The  initial  phase  of  the  rate  history 
system  is  scheduled  to  be  operational  by  March 
1992,  and  the  final  phase  by  April  1993. 

Automate  requests  for  wage  record  data  in  initial 
survivor  cases.  This  initiative  was  completed  in 
December  1990. 
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Load  and  maintain  the  retirement  and  survivor 
master  benefit  files  in  a  database  format.  This 
project,  which  includes  the  design  for  an 
integrated  database,  is  currently  underway  with 
contractor  assistance.     It  is  expected  to  be 
completed  by  April  1991. 

Develop  an  on-line  system  for  the  employee  annuity 
calculation  and  payment  process.    This  project 
began  in  January  1991,  and  is  scheduled  to 
conclude  in  1992. 

Develop  an  on-line  system  for  the  spouse  annuity 
calculation  and  payment  process.     This  project  is 
scheduled  to  begin  in  1992,  upon  completion  of  the 
employee  calculation  project  mentioned  above. 

Automate  the  processing  of  withholding  and 
actuarial  adjustments  for  the  recovery  of  annuity 
overpayments.     This  project  began  in  January  1991. 

Automate  the  restoration  of  an  annuity  to  its  full 
amount  after  overpayment  recovery  has  been 
completed.     This  project  began  in  January  1991,  in 
conjunction  with  the  automation  of  withholding  and 
actuarial  reductions  described  above. 

Modify  the  initial  retirement  adjudication  system 
to  accept  retirement  applications  filed  up  to  3 
months  in  advance  of  retirement.     This  initiative 
was  implemented  on  August  1,  1990. 

Tangible  improvements  (in  terms  of  timeliness, 
accuracy,  operational  efficiencies,  etc.)  are  to  be 
achieved  through  each  specific  automation  initiative. 
Specific  program  benefits  which  the  agency  expects  to 
achieve  through  these  automation  projects  include  the 
following. 

Improvement  in  the  timeliness  of  processing  of 
retirement  and  survivor  benefits  using  the  data 
communications  network  with  the  field  offices  and 
streamlined  processing  methods  in  headquarters. 

Increased  efficiency  and  accuracy  in  post- 
adjudication  areas  through  expanded  mainframe 
applications  and  personal  computer  support  for 
complex  adjudicative  actions. 
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Reduction  of  staff  time  required  for  general 
support  activities  through  gradual  movement  to 
"folderless"  processing,  and  expanded  automation 
of  vouchering  and  preparation  of  form  letters. 

Added  flexibility  in  responding  to  changing 
legislative  requirements  by  improving  the 
timeliness,  quality  and  efficiency  of  ongoing 
program  operations. 

Increased  opportunities  for  strengthening  quality 
assurance  and  program  integrity  initiatives 
through  automation  of  manual  activities. 
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Automation  Activities  for  the 
Railroad  Unemployment  and  Sickness 
Insurance  Program 


I.  Background 

The  railroad  unemployment  and  sickness  insurance  program 
operates  in  a  highly  automated  environment.     It  consists  of 
a  daily  claims  payment  system,  an  on-line  inquiry  system,  an 
on-line  system  for  data  entry  of  unemployment  applications 
and  claims,  a  national  central  register  of  unemployed 
railroad  workers  and  a  new  experience  rating  system. 
Computer  matching  programs  are  conducted  on  a  regular  basis 
with  selected  States  representing  approximately  50  percent 
of  active  railroad  employees  to  detect  conflicting  days  of 
non-railroad  employment  or  receipt  of  State  unemployment 
benefits.     Electronic  prepayment  claims  verification  is 
conducted  with  six  major  railroad  employers,  allowing  for 
early  detection  of  potentially  fraudulent  or  erroneous 
claims. 


II.     Accomplishments  During  1990 

The  principal  unemployment  and  sickness  insurance  initiative 
in  1990  involved  the  implementation  of  a  completely  new 
experience  rating  system,  required  by  the  Railroad 
Unemployment  Insurance  and  Retirement  Improvement  Act  of 
1988  (Public  Law  100-647) .     This  system  was  implemented  in 
several  phases,  with  the  last  one  completed  in  October  1990. 
It  provides  a  complex  experience-rated  contribution  system 
for  all  railroad  employers  beginning  in  January  1991.  The 
new  system  determines  contribution  rates  and  generates 
quarterly  and  annual  notifications  to  employers. 

Changes  were  also  made  during  1990  to  enhance  the  railroad 
unemployment  claims  system  which  was  initially  implemented 
in  September  1989.     This  system  allows  for  on-line  entry  of 
unemployment  applications  and  claims,  address  changes  and 
claim  requests  from  the  point  of  initial  contact  with  the 
public,  usually  the  RRB's  field  offices.     It  also  provides 
for  on-line  entry  of  sickness  claims  by  headquarters  staff. 
Modifications  during  1990  involved  improving  the  turnaround 
time  for  release  of  subsequent  claim  forms  to  claimants  and 
adding  front-end  edits  to  prevent  certain  referrals 
requiring  manual  handling. 

Fiscal  year  1990  also  brought  an  expansion  of  existing 
computer  matching  programs  with  State  agencies,  increasing 
the  percentage  of  railroad  employees  covered  from  39  to 
approximately  50  percent. 
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Current  Initiatives 

Major  enhancements  to  the  railroad  unemployment  claims 
system  are  planned  for  initiation  in  fiscal  year  1991. 
These  include: 

On-line  entry  of  sickness  insurance  applications; 

On-line  entry  and  updating  of  medical  determinations; 

Extension  on  a  pilot  basis  of  on-line  entry  of  sickness 
insurance  claims  to  field  locations  throughout  the 
United  States; 

Automated  verification  of  physician  taxpayer 
identification  numbers; 

An  on-line  history  of  the  mailing  of  sickness  and 
unemployment  claim  forms;  and 

Changes  to  allow  railroad  employers  to  provide  positive 
responses  on  prepayment  claims  verification  notices  in 
order  to  provide  payment  of  benefits. 

Another  major  initiative  to  be  completed  on  a  phased 
implementation  basis  in  fiscal  years  1991  and  1992  is  a  new 
database  system  to  control  the  distribution  and  payment  of 
benefits.     The  new  system  will: 

Automate  the  payment  of  benefits  subject  to 
garnishment; 

Allow  for  partial  offset  of  benefits  against  debts  owed 
by  claimants; 

.    Automate  the  generation  of  benefit  verification 
notices ;  and 

Allow  for  the  direct  deposit  of  unemployment  and 
sickness  benefits. 

The  automation  of  benefit  payments  subject  to  garnishment 
and  the  development  of  programs  to  allow  for  partial  offset 
of  benefits  are  scheduled  for  completion  in  fiscal  year 
1991. 
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Additional  computer  matching  programs  with  State  agencies 
will  be  implemented  in  fiscal  year  1991.     The  additional 
programs  will  increase  the  percent  of  railroad  employees 
covered  by  State  wage  computer  matching  programs  from  50  to 
75  percent.     In  addition,  programs  will  be  completed  to 
automate  the  selection  of  cases  to  be  manually  checked  in 
States  with  which  the  agency  does  not  conduct  computer 
matching. 

In  addition,  a  planning  effort  is  now  underway  to  identify 
future  requirements  to  modernize  the  unemployment  and 
sickness  insurance  claims  processing  system.     A  major 
project  will  be  the  development  of  a  modern  database  and 
conversion  of  existing  claims  records  to  a  database 
environment.     Planning  will  begin  in  fiscal  year  1991  and 
should  be  completed  in  fiscal  year  1992. 
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Statement  to  the  Congress  Concerning  Progress  in  Establishing 
Effective  Management  Controls  and  Improving  the  Accuracy  and 
Completeness  of  Information  Provided  to  the  Federal  Procurement 
Data  System  on  Contracts  for  Consulting  Services 

United  States  Code,  Title  31,  Section  1114(b)  requires  the 
Inspector  General  evaluate  and  report  annually  on  the  agency's 
progress  in  establishing  effective  management  controls  and 
reporting  accurate  and  complete  information  in  the  Federal 
Procurement  Data  System  (FPDS)  on  contracts  for  consulting 
services . 

The  Office  of  Inspector  General  (OIG)  completed  two  reviews  in  this 
area  in  fiscal  year  1989.  In  one  study,  weaknesses  were  identified 
in  the  identification  and  reporting  of  consulting  services.  As  a 
result  of  the  recommendations  made  by  the  OIG,  the  Railroad 
Retirement  Board  (RRB)  agreed  to  certain  corrective  actions.  These 
actions,  when  implemented,  would  improve  the  reporting  of 
consulting  service  data  to  the  FPDS.  The  second  study  showed  no 
conditions  requiring  corrective  action. 

The  current  evaluation  determined  that  the  agency  is  generally  in 
compliance  with  the  Title  31,  Section  1114  (a)  of  the  United  States 
Code.  Consulting  services  data  provided  in  the  budget 
justification  is  in  accord  with  the  reporting  requirements,  and  the 
data  provided  to  the  FPDS  is  timely  and  accurate. 


William  J.  Doyle  ill 
Inspector  General 


December  18,  1990 
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Statement  to  the  Congress  Concerning  Agency  Compliance  on 
the  Use  of  Federal  Funds  for  Influence  Peddling 


Public  Law  101-121  imposes  government -wide  prohibitions  on  the  use 
of  Federal  funds  for  influence  peddling,  and  requires  that  each 
Inspector  General  develop  an  annual  report  to  Congress  concerning 
agency  compliance  with  these  new  restrictions.  Each  Inspector 
General  must  evaluate  compliance  and  effectiveness  including  any 
alleged  violations  and  penalties  imposed  under  the  law. 

The  law  requires  that  the  evaluation  be  submitted  to  the  Congress 
at  the  same  time  that  the  agency  submits  its  annual  budget 
justification. 

Agency  officials  have  reported  that  all  contracts  awarded  after  the 
effective  date  of  the  law  (December  23,  1989)  contain  the  required 
Office  of  Management  and  Budget  certification  clause.  During 
calendar  year  1990,  the  Contracting  Officer  of  the  Railroad 
Retirement  Board  (RRB)  received  no  disclosures  of  lobbying 
activities  from  those  contractors  affected  by  the  P.L.  101-121. 

The  RRB  has  an  ongoing  contract  with  The  Travelers  Insurance 
Company,  the  carrier  that  handles  the  processing  of  supplemental 
Medicare  benefits  for  railroad  beneficiaries.  As  part  of  our 
evaluation,  we  determined  that  the  contract  does  not  contain  the 
certification  clause.  The  Contracting  Officer  reported  that  the 
Health  Care  Financing  Administration  (HCFA)  has  requested  its  legal 
counsel  to  determine  whether  a  modification  to  ongoing  Medicare 
contracts  would  be  required  to  satisfy  P.L.  101-121.  The  RRB  will 
follow  the  guidance  issued  by  the  HCFA  General  Counsel. 


January  25,  1991 
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Summary  of  Full-time  Permanent  Positions 
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Subtotal 
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1 ,  /  H7 
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19 

Total 

1,690 

1,707 

1 ,782 

Unfilled  positions  as 

of  September  30 

70 

70 

80 

Total  full -time 

1,620 

1,637 

1,702 

permanent  employment 

(end  of  year) 

Position  in  the  Office  of  Inspector  General  are  not  included.  Positions 
filled  by  part-time  employees  are  also  not  included. 
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Thursday,  May  2,  1991. 


RAILROAD  RETIREMENT  BOARD,  OFFICE  OF  INSPECTOR 

GENERAL 

WITNESS 

WILLIAM  J.  DOYLE,  III,  INSPECTOR  GENERAL 

Mr.  Early.  Next,  we  will  hear  from  the  Office  of  the  Inspector 
General. 

Mr.  Doyle,  you  may  proceed  with  your  statement  any  way  you 
would  like. 

Opening  Statement 
Mr.  Doyle.  Mr.  Chairman,  good  morning. 

My  name  is  William  Doyle,  III,  and  I  am  the  Inspector  General 
of  the  Railroad  Retirement  Board. 

I  would  like  to  submit  my  testimony  for  the  record  and  briefly 
highlight  our  priorities  for  fiscal  year  1992. 

First,  I  would  like  to  thank  you,  Mr.  Chairman,  and  your  com- 
mittee for  the  continued  support  of  the  Office  of  Inspector  General. 
In  addition,  I  want  to  publicly  thank,  on  the  occasion  of  our  fifth 
year  in  existence,  my  OIG  staff  for  obtaining  approximately 
$800,000,000  in  cost  savings  through  their  professional  and  aggres- 
sive efforts  and  nearly  270  criminal  convictions. 

OIG  ACCOMPLISHMENTS 

Within  the  past  15  months,  we  have  recovered  $410,000,000  with 
133  criminal  convictions  and  85  indictments. 

It  is  a  record  of  achievement  that  I,  as  the  Inspector  General,  am 
proud  to  report  to  this  committee.  These  are  results  that  demon- 
strate a  cost  effective  utilization  of  the  resources  that  your  commit- 
tee has  provided  to  us,  and  now  in  fiscal  year  1992,  we  fully  sup- 
port the  President's  budget  request  of  $7,700,000  and  119  full-time 
equivalent  (FTE)  positions  for  the  Office  of  the  Inspector  General. 

AUDIT  PRIORITIES 

One  of  our  main  audit  priorities  will  be  to  work  in  tandem  with 
the  Chairman  and  the  Board  Members  to  improve  those  program 
areas  where  the  Office  of  Management  and  Budget  (OMB)  and  the 
Railroad  Retirement  Board,  OIG,  have  identified  management 
weaknesses. 

We  will  monitor,  assist,  and  inform  the  Chairman,  the  OMB,  and 
this  committee  on  the  RRB's  progress  as  it  begins  to  implement  the 
necessary  measures  to  improve  our  agency's  operations. 

(1123) 
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In  fiscal  year  1991,  our  major  audit  priority  has  been  payroll  tax 
compliance  spot  check  audits  of  railroad  employers,  even  though  a 
number  of  rail  employers  are  now  questioning  the  OIG's  authority 
to  conduct  this  type  of  audit.  During  the  past  year,  we  were  re- 
quired to  suspend  an  audit  of  a  major  railroad  employer. 

Although  we  issued  an  IG  subpoena  for  the  company's  records, 
the  company  refused  to  comply.  This  matter  is  now  pending  in  the 
United  States  District  Court. 

While  this  issue  remains  unresolved,  the  RRB's  trust  funds  stand 
to  lose  millions  of  dollars  in  employment  taxes  because  of  addition- 
al challenges  from  other  railroad  employers. 

In  addition,  the  outcome  of  this  matter  will  have  serious  ramifi- 
cations throughout  the  audit  community  of  Federal  Inspectors  Gen- 
eral, especially  if  the  court  makes  a  negative  finding  on  the  IG 
audit  authority  and  the  issuance  of  IG  subpoenas. 

Other  audit  efforts  will  include  evaluating  the  Railroad  Retire- 
ment Board's  $65,000,000  debt  collection  program,  developing  and 
implementing  financial  statement  audits,  continuing  our  two-fold 
audit  and  investigative  approach,  addressing  reviews  of  the  Medi- 
care part  B  program,  and  finally,  continuing  our  evaluation  of  the 
agency's  internal  control  procedures. 

INVESTIGATIVE  PRIORITIES 

Our  other  main  component,  the  Office  of  Investigations,  has  ex- 
perienced a  tremendous  increase  in  its  workload.  After  five  years 
of  continued  growth  in  the  investigative  area,  we  have  been  unable 
to  provide  a  credible  deterrent  against  fraud.  Each  agent  is  pres- 
ently responsible  for  nearly  100  investigative  matters,  and  our  cur- 
rent case  load  consists  of  over  2400  cases. 

One-half  of  our  open  investigations  have  resulted  from  Railroad 
Retirement  Board  referrals.  The  offices  have  been  very  helpful  in 
this  effort.  The  fact  that  we  see  no  leveling  off  of  investigative  mat- 
ters, which  now  conservatively  have  a  fraud  value  of  over 
$17,000,000,  is  of  serious  concern  to  us. 

We  foresee  an  upward  trend  of  investigative  fraud  matters  for  at 
least  another  two-to-three  years.  While  we  need  to  increase  staff 
positions  in  both  audit  and  investigations,  we  strongly  believe  that, 
because  of  the  depth  of  the  fraud  in  the  Railroad  Retirement 
Board's  programs,  we  need  to  focus  ourselves  and  the  Board's  ef- 
forts on  providing  a  credible  deterrent  against  this  fraud.  We  must 
protect  the  trust  funds  for  current  and  future  beneficiaries. 

I  would  like  to  again  express  my  appreciation  to  you,  Mr.  Chair- 
man, and  your  staff  for  the  support  of  the  OIG.  I  would  also  like  to 
thank  the  Chairman  of  the  Railroad  Retirement  Board,  Glen 
Bower,  and  the  Board,  for  their  continued  support.  With  additional 
staff  resources,  our  plans  remain  to  increase  our  independent  pro- 
gram oversight  to  promote  the  economy,  efficiency,  effectiveness  of 
the  Railroad  Retirement  Board's  programs,  and  thus  help  ensure 
the  accurate  and  timely  benefits  to  the  beneficiaries  on  whose 
behalf  we  at  the  Board  work. 

At  this  time,  I  would  be  happy  to  answer  any  questions  that  you 
or  any  members  of  the  committee  might  have. 

[The  statement  of  Mr.  Doyle  follows:] 
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April  1,  1991 

BEFORE  THE 

SUBCOMMITTEE  ON  LABOR,  HEALTH  AND  HUMAN 
SERVICES,  EDUCATION  AND  RELATED  AGENCIES 
OF  THE  COMMITTEE  ON  APPROPRIATIONS 
U.S.  HOUSE  OF  REPRESENTATIVES 

TESTIMONY  OF  THE  INSPECTOR  GENERAL  OF  THE 
RAILROAD  RETIREMENT  BOARD 

May  2,  1991 

Mr.  Chairman  and  Members  of  the  Subcommittee: 

My  name  is  William  J.  Doyle  III,  Inspector  General  of  the  Railroad 
Retirement  Board  (RRB).  I  am  here  today  to  speak  on  behalf  of  my  budget 
request  for  Fiscal  Year  1992. 

I  would  like  to  express  my  appreciation  to  you,  Mr.  Chairman,  and  the 
members  of  the  subcommittee  for  your  continued  support  of  the  Office  of 
Inspector  General  (OIG). 

I  fully  support  the  President's  Fiscal  Year  1992  budget  request  of 
$7,700,000  and  1 19  full-time  equivalent  (FTE)  positions  for  the  Office  of 
Inspector  General. 
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During  the  last  15  months,  we  have  continued  to  aggressively  pursue 
improvements  In  RRB  operations,  and  to  prevent  and  detect  fraud  and 
abuse  in  agency  programs.  The  OIG  audit  and  investigative  staffs  have 
identified  actual  and  potential  monetary  benefits  of  $410.3  million, 
issued  43  audit  reports,  and  achieved  133  criminal  convictions  along 
with  85  indictments  and  Informations.  Since  1986,  when  this  office 
was  established,  we  have  attained  financial  accomplishments  of  over 
$800  million  and  are  credited  with  268  criminal  convictions. 

One  of  the  main  priorities  of  the  OIG  in  FY  1992  will  be  to  work  in 
tandem  with  the  Chairman  and  Board  Members  to  improve  those 
program  areas  where  the  Office  of  Management  and  Budget  (OMB)  has 
identified  material  weaknesses.  The  OIG  will  monitor  and  inform  the 
Chairman  and  the  OMB  on  the  RRB's  progress  as  it  begins  to 
implement  the  necessary  measures  to  improve  operations.  The  OIG  and 
the  Chairman  will  continue  their  efforts  to  create  a  deterrent  against 
incidences  of  fraud,  waste  and  abuse  in  RRB  programs;  and  to  protect 
the  integrity  of  the  RRB  trust  funds  for  railroad  beneficiaries  and  their 
families.  Since  I  last  testified,  our  Investigative  caseload  has  increased 
to  2,436,  and  the  dollar  amount  of  fraud  has  increased  to  $17.5 
million.  In  spite  of  our  aggressive  fraud  program,  use  of  computer 
matches,  the  Inspector  General  Hotline,  Board  referrals  and  new  Board 
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computer  initiatives,  fraud  cases  are  increasing  and  the  RRB  is  losing 
millions  of  dollars.  The  OIG  has  serious  concerns  that  we  have  not 
provided  a  credible  fraud  deterrent  against  those  who  would  take 
advantage  of  Board  programs.  We  see  little  change  in  the  near  future 
for  our  fraud  caseload.  Approval  of  our  1992  budget  request  will  allow 
this  office  to  address  our  audit  and  investigative  mandate. 

Our  FY  1992  budget  will  leave  the  OIG  an  oversight  of  $201  million  per 
staff  member,  one  of  the  highest  in  the  IG  community.  The  average 
investigator  caseload  remains  at  approximately  100  cases  per  agent. 

The  OIG  organization  is  presently  divided  into  an  Office  of  Audit  and  an 
Office  of  Investigations  with  plans  to  establish  a  third  component,  an 
Office  of  Analysis  and  Inspections. 

I  would  now  like  to  outline  the  major  audit  and  investigative  priorities 
for  FY  1992. 

The  Office  of  Audit  priority  areas  will  include: 

Updating  the  audit  universe.  We  initially  developed  this 
document  to  ensure  adequate  planning  for  our  audit  coverage 
of  RRB  programs.  Although  this  universe  presently  contains 
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approximately  170  possible  audit  topics,  we  expect  to 
complete  only  20  to  25  percent  in  any  one  fiscal  year  with 
our  current  staffing  levels.  It  should  be  noted  that  many  of 
these  audits  are  repeated  every  two  to  three  years. 

Assisting  the  Board  and  monitoring  the  RRB's  progress 
in  implementing  the  contract  between  the  RRB  and  the 
OMB.  As  a  result  of  OMB's  management  review,  the  RRB 
has  entered  into  an  agreement  to  implement  measurable 
corrective  actions  for  identified  operational  weaknesses.  The 
OMB  has  asked  the  OIG  to  monitor  the  application  of 
resources  and  measure  progress  toward  the  specified 
improvements  in  performance  agreed  to  by  the  Board  and  the 
OMB. 

Continuing  payroll  tax  compliance  audits  of  railroad 
employers.  These  audits  will  ensure  that  proper  employment 
tax  contributions  are  being  made  to  the  Internal  Revenue 
Service  (IRS)  and  the  RRB  trust  funds.  It  is  critical  for  the 
RRB  that  each  railroad  employer  pay  its  proper  share  of 
contributions.  Underpayments,  misapplications  by  the  U.S. 
Treasury,  coverage  determinations  -  these,  and  similar 
issues,  affect  revenues  and  levels  of  benefits  available  to  the 
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railroad  annuitants,  employer  and  employee  tax  rates,  and, 
ultimately,  the  Integrity  of  the  RRB  trust  funds  themselves. 

We  recently  determined  that  14  railroad  employers 
understated  supplemental  tax  liability  by  about  $23  million. 
This  underreporting  of  tax  liability  has  been  of  major  concern 
to  this  office  since  its  inception  in  1986. 

Certain  rail  employers  have  now  questioned  the  OIG's 
authority  to  conduct  railroad  employment  tax  audits.  In  fact, 
in  1990,  while  reviewing  a  Class  I  railroad  employer,  OIG 
auditors  were  required  to  suspend  an  audit  at  the  company's 
request.  We  sought  advice  from  the  Department  of  Justice, 
which  concluded  the  audit  was  justified  as  part  of  the  OIG's 
oversight  of  the  Board's  operations.  Although  we  requested 
that  the  audit  be  allowed  to  resume,  company  officials 
declined.  We  issued  an  Inspector  General  subpoena  for 
relevant  records,  but  the  company  refused  to  comply  and 
filed  suit  to  enjoin  enforcement  of  said  subpoena.  The 
Department  of  Justice  has  filed  a  petition  to  enforce  the 
subpoena  and  a  motion  to  dismiss  the  company's  suit  Both 
lawsuits  have  been  consolidated  and  are  now  pending  in  a 
U.S.  District  Court.  While  this  issue  remains  unresolved,  the 
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RRB  trust  funds  stand  to  lose  millions  of  dollars  In 
contributions  and  Interest  Income. 

In  addition,  the  outcome  of  this  matter  will  have  serious 
ramifications  throughout  the  audit  community  of  Federal 
Inspectors  General,  especially  if  the  court  makes  a  negative 
finding  on  the  IG  audit  authority  and  the  issuing  of  IG 
subpoenas.  We  will,  upon  resolution  of  this  important  issue, 
be  required  to  allocate  additional  personnel  to  this  area  of 
significant  monetary  impact. 

As  a  result  of  various,  comprehensive  OIG  audit  efforts  In  the 
area  of  railroad  employer  payroll  tax  compliance,  as  well  as 
the  resistance  to  these  audits  on  the  part  of  some  railroad 
employers,  the  Office  of  Audit  has  formed  a  working  group 
with  the  IRS.  in  order  to: 

•  share  audit  plans  of  both  agencies; 

•  ensure    railroad    employer    compliance  with 
applicable  IRS  and  RRB  regulations  and  statutes; 

•  share  appropriate  information  based  on  audit 
experiences  of  both  agencies;  and, 

•  develop  a  mechanism  by  which  the  IRS  can  utilize 
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OIG  audit  findings  to  Initiate  IRS  Inquiries 
concerning  CT-1  tax  returns. 

Monitoring  agency  oversight  of  the  accounting  methods 
of  various  agencies,  including  the  U.8.  Treasury  and 
Internal  Revenue  Service,  that  collect  and  process  RRB 
taxes.  We  will  continue  to  monitor  the  RRB's  procedures 
involving  various  Federal  entitles  that  assess  and  collect 
taxes,  and  deposit  the  monies  collected  on  behalf  of  the  RRB. 
Strong  Internal  controls  must  be  in  place  to  safeguard  the 
monies  upon  which  railroad  beneficiaries  depend.  It  was 
through  this  office's  efforts  that  over  $1 16  million  which  were 
misapplied  to  other  government  trust  funds  were  returned  to 
the  RRB. 

Evaluating  the  RRB's  debt  collection  programs.  We  plan 
to  conduct  a  thorough  management  review  of  the  Program 
Accounts  Receivable  System  (PARS).  The  Chief  Financial 
Officer  recently  estimated  accounts  receivable  at  $65  million. 
We  will  evaluate  the  adequacy  of  internal  controls  and 
procedures  in  the  major  program  bureaus  to  ensure  the 
establishment  of  accounts  receivable  and  the  recovery  of 
funds. 
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Implementing  financial  statement  audits.  We  will  develop 
a  program  to  conduct  audits  of  the  RRB's  trust  funds  to 
ensure  compliance  with  the  newly  established  Chief  Financial 
Officer  legislation,  as  directed  by  the  OMB.  This  will  be  an 
ongoing  review,  and,  therefore,  we  anticipate  additional 
staffing  will  be  required  In  the  future. 

Reviewing  the  Medicare  Part  B  Program.  We  continue  to 
address  this  important  area  by  using  a  two-fold  audit  and 
investigative  approach.  This  office  has  recommended  that  the 
Medicare  contract  be  competitively  bid  with  various  national 
carriers.  At  the  request  of  the  Chairman,  we  presently  are 
reviewing  General  Accounting  Office  studies  and  Department 
of  Health  and  Human  Services  (DHHS)  reports  that  have 
made  sweeping  recommendations  regarding  our  Medicare  Part 
B  carrier  and  programs.  Medicare  investigations  remain  a 
top  priority.  We  are  working  closely  with  DHHS-OIG  to 
predicate  cases  and  thereafter  work  jointly  to  maximize  their 
expertise  and  our  resources.  Many  new  and  interesting 
investigative  matters  have  resulted.  We  continue  to  strive  to 
eliminate  systemic  weaknesses  by  making  improvement 
recommendations  to  the  Board,  both  through  audit  and 
investigative  efforts. 
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Evaluating  the  agency's  internal  controls.  We  will  review 
the  agency's  Internal  control  procedures  to  ensure  compliance 
with  the  requirements  set  forth  in  the  Federal  Managers' 
Financial  Integrity  Act  and  OMB  Circulars  A- 123  and  A- 127. 

Reviewing  current  investment  policies.  We  will  conduct 
an  in-depth  review  of  the  existing  RRB  methods  for 
investment  of  the  Board's  Trust  Funds.  We  feel  it  is 
imperative  that  the  Trust  Funds  are  invested  prudently,  and 
in  a  timely  fashion. 

Additional  resources  will  enable  the  Office  of  Audit  to  begin  to  provide 
greater  coverage  of  these  priority  areas,  to  assist  the  Board  and  to 
provide  audit  coverage  where  the  trust  funds  are  being  directly  affected. 
This  office  must  provide  coverage  in  those  audit  areas  where  dollar 
losses  in  the  millions  are  being  experienced. 

Our  other  major  operational  component  is  the  Office  of  Investigations. 
This  office  is  divided  into  two  general  operational  areas:  (1)  retirement, 
unemployment  and  sickness  insurance,  and  (2)  disability  and  health 
care.  The  investigative  staff  has  steadily  increased  its  number  of 
investigations,  referrals  to  U.S.  Attorneys,  indictments,  informations  and 
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convictions.  There  were  101  convictions  In  Fiscal  Year  1990.  In 
comparison,  there  was  one  in  FY  1986,  and  ten  in  FY  1987.  Our 
current  caseload  has  a  conservatively  estimated  fraud  value  of 
approximately  $17.5  million.  We  project  that  cases  under  investigation 
will  increase  in  number  as  the  Board  establishes  additional  state  wage 
matching  programs  to  expand  detection  of  fraud  In  the  benefit 
programs.  In  addition,  the  Chairman  of  the  RRB  has  made  the 
elimination  of  fraud  one  of  his  top  priorities.  He  is  personally  working 
with  senior  state  officials  in  an  effort  to  implement  wage  match 
agreements  that  will  result  in  additional  fraud  matters  being  uncovered. 
We  have  focused  on  unemployment  insurance,  as  well  as  sickness 
Insurance,  deceased  payee  and  check  fraud,  and  other  forms  of  white 
collar  crime.  We  feel  investigation  of  disability  and  Medicare  fraud 
within  the  RRB's  programs  will  yield  large  dollar  amounts  recovered 
from  fraudulent  activities  by  individuals  and  health  care  providers. 

The  Office  of  Investigations  (OI)  will  participate  in  cooperative  efforts 
with  U.S.  Attorneys  nationwide  and  other  Federal  agencies,  such  as  the 
U.S.  Secret  Service,  the  Department  of  Health  and  Human  Services,  and 
other  Inspectors  General.  We  have  also  established  a  field  office  In 
Houston,  Texas  and  plan  to  open  another  office  in  the  northeast 
corridor  of  the  United  States.  Both  locations  have  a  large  population 
of  railroad  beneficiaries. 
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The  number  of  fraud  referrals  from  RRB  program  officials  has  Increased 
dramatically.  Over  one-half  of  our  open  investigations  have  resulted 
from  Board  referrals.  In  addition,  the  OI  and  the  Board  have  made 
special  efforts  to  publicize  the  OIG  Hotline  which  resulted  in  the  receipt 
of  over  900  calls  in  FY  90. 

The  following  are  a  sample  of  the  diversity  of  our  cases.  In  the  health 
care  area,  investigations  usually  involve  doctors,  other  health  care 
practitioners  and  medical  equipment  suppliers.  We  currently  have  125 
open  investigations  regarding  disability  and  Medicare  matters,  with  total 
estimated  losses  of  over  $5  million.  A  few  examples  of  ongoing 
investigations  are: 

As  a  result  of  a  Hotline  complaint,  we  are  investigating  a 
medical  equipment  supplier  that  directs  local  pharmacies  to 
furnish  their  retail  bills  to  a  centralized  location,  where 
higher  prices  are  charged.  The  company  then  submits  the 
charges  to  Medicare.  We  believe  railroad  Medicare  has  been 
billed  over  $500,000  for  supplies  in  excess  of  what  was 
received  by  beneficiaries  and  for  charges  in  excess  of  the 
retail  cost. 

We  received  information  from  a  district  office  concerning  a 
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disability  annuitant  who  was  working  under  his  wife's  social 
security  number.  During  our  Investigation,  we  found  yet 
another  RRB  annuitant  who  was  also  working  for  the  same 
company  under  his  wife's  social  security  number.  Both 
annuitants,  their  wives,  the  current  and  former  owners  of 
the  company,  and  a  company  officer  are  subjects  in  this 
investigation.  We  anticipate  the  indictment  of  seven  subjects 
as  a  result  of  this  investigation. 

We  are  conducting  an  investigation  with  the  DHHS-OIG 
concerning  a  company  that  provides  ostomy  and  neurology 
supplies.  The  supplier  has  allegedly  billed  certain  nursing 
homes  for  items  not  received.  We  are  in  the  final  stages  of 
completing  a  computer  analysis  comparing  billing  records 
with  supply  receipts.  The  loss  is  about  $100,000. 

We  received  a  referral  from  the  DHHS-OIG  involving  a 
podiatrist  who  is  providing  routine  foot  care,  but  whom  we 
believe  is  upgrading  procedure  codes  to  reflect  more  complex 
medical  care,  thus  allowing  for  higher  billings  to  Medicare. 
This  individual  is  part  of  a  group  of  podiatrists  submitting 
false  billings.  The  doctor  has  been  interviewed  and  is 
expected  to  cooperate  with  Federal  prosecutors. 
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Our  unemployment  fraud  cases  have  increased  to  1,300  with  potential 
losses  exceeding  $3  million.  Many  of  these  cases  were  initiated  from 
employer  wage-RRB  benefit  payment  computer  matches  between  the 
RRB  and  various  State  governments.  The  RRB  currently  has  computer 
matching  programs  in  place  with  13  States,  and  an  additional  23  state 
programs  are  in  various  stages  of  development.  We  have  also  requested 
that  the  RRB  incorporate  disability  benefit  records  in  wage  matching 
programs  which  will  significantly  increase  our  investigative  workload  in 
the  disability  area. 

The  following  are  examples  of  current  unemployment  benefit  fraud 
cases: 

A  former  railroad  police  officer  and  state  probation  officer 
collected  railroad  unemployment  insurance  benefits  while  he 
worked  at  two  separate  car  dealerships. 

Another  police  officer,  who  also  worked  as  a  security  guard 
for  a  railroad  employer,  received  railroad  unemployment 
insurance  benefits  while  so  employed.  The  U.S.  Attorney's 
Office  is  currently  pursuing  prosecution  in  these  matters. 

Currently,  in  the  retirement  area,  we  have  over  400  cases  with  an 
estimated  loss  of  over  $7  million.    These  cases  generally  involve  the 
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theft  and  fraudulent  cashing  of  U.S.  Treasury  checks  or  the  Illegal 
removal  of  direct  deposit  funds  by  an  individual  other  than  the  RRB 
annuitant,  mail  fraud,  false  statements,  and  such  other  white  collar 

crimes. 

The  following  is  an  example  of  a  retirement  case  under  investigation: 

One  woman  cashed  $26,000  in  U.S.  Treasury  checks  which 
were  issued  by  the  Treasury  to  her  grandmother  as 
retirement  benefits.  She  received  these  checks  after  her 
grandmother's  death,  and  negotiated  the  checks  from  1984 
through  1990.  The  matter  has  been  referred  to  the  U.S. 
Attorney's  office  for  prosecutive  consideration. 

We  have  increased  our  investigative  program  coverage  as  well  as  our 
statistical  accomplishments  for  indictments  and  convictions,  but  we 
have  yet  to  substantially  decrease  the  amount  of  fraud  in  the  benefit 
programs.  Overall,  with  additional  computer  match  programs  being 
conducted  by  the  Board,  together  with  new  OIG  initiatives  in  the 
Medicare  and  disability  areas,  our  criminal  fraud  caseload  is  expected 
to  increase  in  numbers,  in  complexity,  and  in  the  dollar  value  of  fraud. 
Only  with  additional  resources  can  we  strive  to  reduce  the  number  of 
persons  who  capitalize  on  program  weaknesses  and  loopholes  that 
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permit  fraud  to  occur. 

I  would  now  like  to  describe  our  plans  for  a  third  unit  with  the  Office 
of  Inspector  General  -  the  Office  of  Analysis  and  Inspections.  Within 
recent  months,  the  OMB  completed  a  management  review  of  the  RRB 
and  issued  recommendations  to  correct  program  weaknesses.  As  a 
result,  we  believe  there  is  a  stronger  need  now  for  an  organizational 
component  to  conduct  special  studies  and  management  reviews  in  a 
timely  manner.  Such  reviews  and  studies  could  include,  for  example, 
the  degree  of  progress  made  by  the  Board  in  completing  corrective 
actions  that  address  the  program  weaknesses  identified  by  OMB.  This 
unit  will  also  conduct  additional  analyses  or  evaluations  at  the  request 
of  the  IG  or  the  Chairman  of  the  Board.  Through  such  reviews,  the 
OIG  will  be  able  to  present  prompt  recommendations  to  solutions  in 
areas  that  do  not  lend  themselves  to  a  lengthy  audit  or  investigation. 
This  office  will  also  serve  as  a  source  of  information  for  future  audits 
or  criminal  investigations.  The  Office  of  Analysis  and  Inspections  will 
enable  us  to  provide  even  greater  coverage  of  RRB  operations,  and  will 
give  the  OIG  another  means  to  detect  fraud  and  strengthen  RRB 
programs  from  waste  and  abuse. 

We  plan  that  the  Office  of  Analysis  and  Inspections  will  initially  start 
with  four  to  six  specialists  who  possess  strong  communication  skills 
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and  have  experience  In  different  disciplines. 

I  would  like  to  again  express  my  appreciation  to  members  of  this 
committee  for  their  support  of  the  OIG.  Mr.  Chairman,  the  support  of 
you  and  your  committee,  and  the  Office  of  Management  and  Budget, 
have  allowed  the  Office  of  Inspector  General,  Railroad  Retirement  Board, 
to  return  over  $800  million  to  the  Trust  Funds.  Finally,  I  would  like 
to  thank  the  new  RRB  Chairman,  Mr.  Glen  L.  Bower,  and  the  Board  for 
their  support.  Our  plans  remain  to  increase  our  independent  program 
oversight  to  further  promote  the  economy,  efficiency  and  effectiveness 
of  RRB  programs.  With  additional  personnel  and  funding,  we  can 
continue  to  protect  the  trust  funds  for  all  railroad  beneficiaries  and 
begin  to  provide  a  credible  deterrent  against  program  fraud. 


16 


1141 


U.  S.  Railroad  Retirement  Board 

844  N.  Rush  St.,  Chicago,  Illinois  60611 
OFFICE  OF  PUBLIC  AFFAIRS  312/751-4777 


BIOGRAPHY 

WILLIAM  J.   DOYLE  III 

INSPECTOR  GENERAL 
RAILROAD  RETIREMENT  BOARD 


On  December  18,  1985i  William  J.  Doyle  III  was  confirmed  by  the 
U.S.  Senate  and  was  sworn  in  at  the  White  House  on  January  14,  1986 
as  the  first  statutory!  Inspector  General  of  the  Railroad  Retirement 
Board. 

Headquartered  in  Chicago,  the  Board  administers  the  $7  billion-a- 
year  benefit  programs  provided  under  the  Federal  Railroad 
Retirement  and  Unemployment  Insurance  Acts  covering  the  nation's 
1.2  million  active  and  retired  railroad  workers  and  their  families. 
The  Board  also  assists  in  the  administration  of  other  federal  laws 
covering  railroad  workers. 

Mr.  Doyle  is  one  of  23  statutory  Inspectors  General  who  are 
responsible  for  promoting  economy,  efficiency  and  effectiveness  and 
for  detecting  fraud,  waste  and  abuse  in  Federal  programs.  Mr.  Doyle 
served  as  Inspector  General  for  ACTION,  the  national  federal 
volunteer  agency  fromj 1981  to  1986. 

From  1976  to  1981,  j  he  was  the  Executive  Assistant  to  the 
Administrator  of  the  Law  Enforcement  Assistance  Administration  at 
the  U.S.  Department  of  Justice,  where  he  twice  received 
Presidential  letters  of  appreciation  and  received  two  outstanding 
awards  from  the  Attorrjey  General  . 

In  1975  and  1976,  Mr.  Doyle  was  Acting  Director  for  the  Office  of 
Mortgagee  Compliance  at  the  Department  of  Housing  and  Urban 
Development  in  Washington,  DC,  where  he  received  the  Department's 
Special  Achievement  Award  in  1975.  During  that  time,  he  also 
served  as  Executive  Management  Advisor  to  the  Executive  Director 
of  the  Commission  on  Federal  Paperwork. 
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Biography 

William  J.  Doyle  III 
Inspector  General 
Railroad  Retirement  Board 


From  1972  to  1974,  Mr.  Doyle  served  as  Deputy  Director  of  the 
Office  of  Compliance  and  Enforcement,  Price  Commission,  Executive 
Office  of  the  President,  in  Washington,  DC,  where  he  twice  received 
the  Commission's  highest  Award  for  Management  Excellence. 

From  1968  to  1972,  he  held  various  positions  in  the  private  sector 
including  Executive  Vice  President  of  ESDI,  a  management  consulting 
firm  specializing  in  the  design  of  management  systems. 

He  is  a  member  of  the  President's  Council  on  Integrity  and 
Efficiency,  the  Association  of  Federal  Investigators,  and  the  Vice 
Chairman  of  the  Midwestern  Intergovernmental  Audit  Forum. 

Born  May  18,  1941,  Mr.  Doyle  is  a  native  of  Daytona  Beach,  Florida. 
He  earned  a  Master's  Degree  in  International  Law  and  Relations  in 
1968  from  Catholic  University,  Washington,  DC,  and  was  awarded  a 
Dean's  scholarship  for  completion  of  his  Ph.D.  studies.  He 
graduated  from  Canisius  High  School,  Buffalo,  New  York  while  a 
resident  of  the  town  of  Tonawanda. 
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Mr.  Early.  We  will  include  Mr.  Doyle's  entire  statement  in  the 
record  at  this  time. 

Mr.  Doyle,  staffing  for  the  Office  of  Inspector  General  has  in- 
creased from  about  20  FTEs  in  1986  to  about  100  in  1991.  Has  the 
resulting  savings  been  a  trust  fund  from  the  investment,  in  your 
opinion,  increased  five-fold  as  well? 

OIG  ACCOMPLISHMENTS 

Mr.  Doyle.  Yes,  I  do.  I  think  it  has  been  really  a  good  invest- 
ment of  the  resources.  For  every  dollar  we  have  spent  of  the  com- 
mittee's money,  we  have  returned  $69. 

Mr.  Early.  Can  you  give  us  a  specific  amount  from  1986  to  1991? 

Why  don't  you  provide  that  for  the  record,  okay? 

Mr.  Doyle.  Yes,  I  would  be  happy  to. 

[The  information  follows:] 
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Mr.  Early.  What  that  ratio  would  be. 

FY  1991  FTE  INCREASE 

In  1991  you  received  funding  to  hire  an  additional  23  PTEs.  How 
long  did  it  take  to  get  the  additional  staff? 

Mr.  Doyle.  It  took  us  approximately  six  months. 

Mr.  Early.  Six  months.  How  were  these  positions  allocated? 

Mr.  Doyle.  We  allocated  them  with  a  fairly  equal  division  be- 
tween audit  and  investigations. 

Mr.  Early.  Fine.  For  the  record,  could  you  give  us  the  specific 
amounts? 

Mr.  Doyle.  I  would  be  pleased  to. 
'      [The  information  follows:] 

j      We  allocated  the  increase  in  staffing  in  FY  91  as  follows:  Office  of  Audit — 10; 
Office  of  Investigations — 13. 

|      Mr.  Early.  How  long  will  it  take  before  the  new  staff  is  trained 

I  and  producing  results? 

Mr.  Doyle.  On  the  investigative  side,  it  usually  takes  approxi- 
mately six  to  eight  months  before  an  agent  learns  the  programs, 
and  understands  the  fraud  issues.  On  the  audit  side,  they  are  able 

!  to  be  productive  at  a  much  shorter  time  frame,  usually  four  to  five 
months. 

FY  1992  FTE  INCREASE 

Mr.  Early.  All  right.  The  20  FTEs  increase  that  you  are  looking 
for  in  1992,  how  would  they  be  used? 
I     Mr.  Doyle.  Again,  they  would  be  equally  distributed  between 
audit  and  investigations. 

Mr.  Early.  The  budget  indicates  that  even  with  your  1992  in- 
creases, you  wouldn't  be  able  to  audit  activities  where  millions  of 
dollars  are  being  lost.  Can  you  elaborate  on  this? 

Are  these  losses  recoverable  beyond  the  two  or  will  they  eventu- 
ally be  collected  in  future  audits? 

Mr.  Doyle.  One  of  the  problems  we  face  is  the  statute  of  limita- 
tions. 

For  example,  one  of  the  main  areas  that  we  are  focusing  on  right 
now  is  the  taxes  paid  by  the  railroads.  For  each  month  actually 
that  we  are  unable  to  go  in  and  audit  these  books,  that  is  money 
that  is  basically  lost  forever.  It  is  never  recoverable,  and  since  the 
monies  in  this  area  of  the  railroad  audits  are  substantial,  in  the 
millions  of  dollars,  it  is  money  that  we  will  not  be  able  to  recover. 

There  are  other  areas  where  there  is  no  statute  of  limitations, 
and  there  is  a  difference  there. 

Mr.  Early.  For  the  record,  will  you  break  down  what  an  addi- 
j  tional  20  FTEs,  in  your  opinion,  would  generate  in  savings,  for  the 
record. 

|  Mr.  Doyle.  I  would  like  to  just  add,  though,  that  while  we  have 
I  been  very  fortunate  to  have  a  very  credible,  I  think,  amount  of  sav- 

ings  we  have  brought  in,  there  are  many  audits  we  conduct  that 
I  are  of  a  nature  that  they  don't  return  any  money.  Those  are  more 
j  the  internal  control  audits  where  we  assist  and  help  to  try  and 

make  a  system  work  better,  but  there  is  no  financial  gain  in  those 
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type  of  audits.  It  is  important  to  understand  that  not  every  audit 
you  undertake  is  going  to  return  money  to  Treasury. 

Mr.  Early.  I  think  we  understand  that,  but  I  would  rather  not 
delay  the  audits  that  we  are  going  to  bring  in  money  where  we  are 
facing  the  statute  of  limitations  versus — unless  the  administrators 
of  the  Inspector  General  Office  say  that  it  will  produce  much  more 
in  returns. 

Mr.  Doyle.  I  would  be  glad  to  provide  that. 
[The  information  follows:] 

Several  factors  prevent  us  from  calculating  a  rate  of  return: 

1.  We  cannot  be  certain  that  all  of  our  recommendations  will  be  implemented. 

2.  Many  of  our  audits  are  intended  to  provide  non-financial  improvements  such  as 
better  service  to  the  public  or  stronger  internal  controls. 

3.  Our  investigative  efforts  concentrate  on  increased  program  integrity,  efficiency 
and  fund  protection  for  the  beneficiaries  of  the  Railroad  Retirement  Board. 

However,  if  you  examine  our  past  performance,  our  cost/benefit  ratio  has  been 
excellent  overall,  and  we  rank  very  high  when  compared  to  other  IG  offices. 

FY  1992  ORIGINAL  REQUEST 

Mr.  Early.  What  was  your  staffing  and  funding  request  to  the 
Office  of  Management  and  Budget? 

Mr.  Doyle.  Our  request  to  the  office  of  Management  and  Budget 
was  165  FTEs  and  $10,700,000. 

Mr.  Early.  Would  you  provide  for  the  record,  Mr.  Doyle,  as  far 
as  the  reductions,  what  the  Inspector  General  thinks  they  are  miss- 
ing out  on? 

Mr.  Doyle.  Yes. 

[The  information  follows:] 

The  resources  that  I  requested  should  be  regarded  as  investments — investments 
that  pay  off  in  terms  of  financial  accomplishments,  criminal  convictions,  fraud  de- 
terrence, and  improved  delivery  of  service  to  railroad  workers  and  their  families. 

I  believe  the  results  that  we  have  obtained  have  proven  that  we  can  deliver  when 
it  comes  to  improving  the  economy,  efficiency  and  effectiveness  of  government  oper- 
ations. Since  1986,  we  have  returned  $69  for  every  $1  we  have  been  budgeted. 

I  do  not  believe  we  have  reached  our  minimum  staffing  level.  Our  total  number  of 
cases  under  investigation  now  totals  over  2,400,  and  unaudited  activities  have  a 
value  of  millions  of  dollars. 

FUTURE  STAFFING  NEEDS 

Mr.  Early.  Do  you  have  an  out-year  staffing  level  where  you 
would  level  off  to  avoid  a  diminishing  marginal  return? 

Mr.  Doyle.  Yes.  We  feel  that  the  goal  for  investigations  will  con- 
tinue to  rise  over  the  next,  say,  two-to-three  years,  and  then  it  will 
start  to  level  off. 

Hopefully,  we  will  attain  what  we  don't  have  now,  a  credible  de- 
terrent in  the  investigative  side. 

There  will  always  be  things  that  we  will  never  be  able  to  do. 
What  we  put  together  initially  in  the  office,  which  really  deter- 
mined how  much  staff  we  needed,  was  called  the  audit  universe.  In 
that,  we  stated  the  audits  that  would  need  to  be  undertaken  for  a 
good  audit  program.  At  any  given  time,  over  and  above,  say,  165 
staff,  there  is  not  going  to  be  much  difference. 

Mr.  Early.  Okay.  Be  a  little  more  specific  for  the  record,  Mr. 
Doyle,  as  far  as  where  you  think  you  would  get  to  that  diminishing 
margin  return. 
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Mr.  Doyle.  I  would  be  pleased  to. 
[The  information  follows:] 

J  Our  budget  request  of  165  FTEs  was  based  on  a  thorough  analysis  of  the  audit 
|  universe,  and  the  projected  investigative  caseload.  Operating  at  this  staffing  level 
|  would  enable  the  OIG  to  complete  the  audits  in  the  audit  universe  on  an  appropri- 
!  ate  rotational  basis,  and  timely  investigate  those  matters  where  individuals  attempt 
I  to  defraud  the  government  and  the  retirement  trust  funds. 

Based  on  the  current  audit  universe,  investigative  caseload  projections  and  OIG 
I  priorities,  the  165  FTEs  would  appear  to  be  the  most  efficient  staffing  level.  This 
level  should  result  in  the  highest  payback  for  the  resources  provided. 

OIG  PRIORITIES 

I  Mr.  Early.  What  are  your  top  audit  investigative  priorities  for 
!  1992? 

I     Mr.  Doyle.  Our  top  audit  priorities  are,  first,  to  work  with  the 
Board  in  terms  of  the  OMB  agreement  to  carry  out  the  manage- 
ment improvements.  We  want  to  continue,  hopefully,  to  conduct 
\  railroad  audits,  which  at  the  present  time,  are  now — we  haven't 
1  made  a  decision  whether  to  suspend  them  or  not  because  of  the 
legal  problems  we  are  encountering. 
Also,  the  debt  collection,  continuing  to  work  with  the  Board  on 
!  ensuring  that  we  do  collect  the  monies  owed.  On  the  investigative 
!  side,  we  have  focused  this  year  on  Medicare  fraud  and  disability 
fraud. 

AUDITS  OF  RAILROAD  EMPLOYERS 

Mr.  Early.  Your  audits  of  railroad  companies  have  identified  ap- 
proximately $23,000,000  in  payroll  taxes  owed  to  the  trust  fund. 
!  What  is  the  audit  universe  and  what  portion  have  of  you  audited  to 
date? 

Mr.  Doyle.  There  are  approximately  600-some-odd  railroad  em- 
ployers. Of  those,  we  have  audited  and  completed  audits  of  34.  We 
have  initiated  in  various  stages  14  audits. 

Mr.  Early.  How  much  additional  taxes  are  potentially  owed  to 
the  trust  fund? 

Mr.  Doyle.  It  is  hard  to  say,  even  taking  a  guess,  because  every 
railroad  we  have  audited,  with  the  exception  of  one,  has  owed 
money  to  the  trust  funds. 

Mr.  Early.  So  we  have  only  covered,  34  completed,  14  underway, 
over  600.  What  are  your  plans  for  auditing  the  remaining  ones? 

Mr.  Doyle.  We  would  like  to,  obviously,  complete  the  14  that  are 
underway  now  and  expand  to  ensure  that  we  do  audit  the  major 
railroads,  and  that  we  do  undertake  these  audits  in  a  timely  fash- 
ion so  that  the  statute  of  limitations  does  not  run  out  on  us,  and, 
therefore,  the  trust  funds  lose  that  money  that  would  otherwise  be 
coming  to  us. 

'  Mr.  Early.  Why  don't  you  expand  on  that  for  the  record,  Mr. 
1  Doyle,  if  you  can  give  us  specifically  how  we  can  get  that.  Are  we 
!  only  into  the  14  underway  and  34  completed,  how  many  more  to 

i  go? 

i     Mr.  Doyle.  Yes. 

I     [The  information  follows:] 

There  are  over  600  reporting  entities  who  file  annual  reports  of  service  and  com- 
pensation with  the  RRB.  Through  April  30,  1991,  we  have  issued  34  reports  relating 
to  reviews  of  employment  taxes  and  compensation  reporting.  We  have  another  14 
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reviews  currently  in  progress.  In  addition,  we  have  met  resistance  in  our  attempts 
to  make  arrangements  for  reviews  at  11  other  railroad  employers. 

Our  goal  is  to  establish  a  comprehensive  nationwide  audit  effort  for  railroad  re- 
tirement taxes  and  compensation  reporting.  We  will  continue  to  review  Class  One 
and  other  rail  employers,  as  well  as  commuter  railroads,  railroad  associations  and 
railway  labor  organizations  who  file  reports  of  service  and  compensation  with  the 
RRB. 

Mr.  Early.  If  you  lose  this  court  case  and  are  prevented  from  au- 
diting railroads,  what  will  be  the  potential  impact  on  the  trust 
funds? 

Mr.  Doyle.  Well,  the  trust  fund  will  lose  millions  of  dollars  in 
uncollected  taxes  that  heretofore  were  not  identified  by  any  Feder- 
al agency.  It  was  not  until  we  did  conduct  these  payroll  audits  that 
we  found  out  that  a  substantial  amount  of  money  was  owed  to  the 
Government. 

Mr.  Early.  How  many  of  your  current  auditors  would  not  be 
needed  then? 

Mr.  Doyle.  None  would  not  be  needed  even  if  we  stopped  the 
audits. 

Mr.  Early.  You  would  have  other  places  for  them  to  go? 

STAFFING  ALLOCATION 

Mr.  Doyle.  We  have  many  things  of  internal  nature,  such  as 
management  problems  as  the  Board  articulated  earlier.  We  will 
also  be  working  with  them  on  internal  controls  to  improve  them  as 
well  as  many  of  the  management  practices  of  the  Board. 

Mr.  Early.  Fine.  I  am  going  to  yield  to  Mr.  Pursell. 

Mr.  Pursell.  Thank  you. 

Mr.  Doyle,  nice  to  have  you  back. 

How  many  years  have  you  been  doing  the  auditing? 

Mr.  Doyle.  Five.  This  is  our  fifth  year. 

Mr.  Pursell.  Can  you  read  me  the  personnel  adjustments  that 
you  have  made  since  you  started?  Do  you  have  that  for  the  record? 
Mr.  Doyle.  I  am  not  clear  what  you  mean. 

Mr.  Pursell.  Well,  how  many  people  you  had  when  you  started 
and  how  many  do  we  have  now. 

Mr.  Doyle.  We  had  

Mr.  Pursell.  You  came  in  in  what  year? 
Mr.  Doyle.  1986. 

Mr.  Pursell.  In  1986,  you  had  20,  25  in  1987,  45  in  1988,  55  in 
1989,  76  in  1990,  and  now  you  are  at  99,  and  then  you  are  asking  to 
go  to  119. 

OIG  PRIORITIES 

You  asked  OMB  for  165.  I  will  come  back  to  that  in  a  minute. 
This  is  germain  to  what  I  want.  On  page  9  of  the  budget  request, 
you  said  we  need  to  increase  OIG  audit  investigative  efforts  in  the 
following  areas,  and  you  list  them.  I  don't  know  if  these  are  in  pri- 
ority or  not — a  potential  trust  problem,  including  Medicare  and  so 
forth.  The  RRB  trust  funds,  the  railroad  tax  compliance,  efficiency 
of  debt  collection  claims  of  the  internal  control  programs,  the  accu- 
racies of  the  benefit  programs.  Is  this  basically  a  prioritized  list  of 
where  you  want  to  go? 
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Mr.  Doyle.  No.  It  basically  lists  the  areas  that  we  are  working 
on.  It  is  not  in  a  priority  order  there. 
Mr.  Pursell.  They  are  not  necessarily  in  a  priority  order? 
Mr.  Doyle.  No. 

Mr.  Pursell.  Have  you  discussed  this  with  the  Railroad  Retire- 
ment Board  as  far  as  targeting  your  objectives? 

Mr.  Doyle.  What  we  do  is  we  put  together  a  draft  plan  for  audit 
and  investigations.  We  send  that  plan  to  all  the  office  heads. 

Mr.  Pursell.  And  the  Board  looks  at  it.  Do  they  have  any  prob- 
lems with  any  of  these  or  are  they  on  target  with  you  in  terms  of 
your  prioritizing?  What  I  am  trying  to  get  at  is  that  you  have  some 
staff  and  you  can  only  do  so  much  each  year  and  you  have  to 
target  given  categories  of  programs.  These  are  areas  within  the 
whole  program,  so  you  are  saying  these  are  not  prioritized  items? 

Mr.  Doyle.  They  are  not  prioritized  in  order. 

Mr.  Pursell.  What  is  your  priority  for  1992  in  the  budget  this 
coming  year? 

Mr.  Doyle.  In  audits  or  investigations? 

Mr.  Pursell.  Both. 

MEDICARE  FRAUD 

Mr.  Doyle.  In  investigations,  it  is  Medicare  fraud,  and  disability. 
You  spoke  earlier  of  the  computer  matches. 

Mr.  Pursell.  What  do  you  do,  do  you  reassign  people  after  one 
review  or  when  they  finish?  Do  you  move  them  into  this  new  prior- 
ity of  Medicare? 

Mr.  Doyle.  No,  what  we  have  done,  on  the  investigative  side,  we 
have  divisions,  if  you  will.  We  have  a  unit  for  just  Medicare  fraud. 

Mr.  Pursell.  All  right.  So  you  are  doing  some  investigations  of, 
let's  say,  100,  but  now  you  want  to  go  to  Medicare  and  you  want  to 
look  at  what  area?  Are  you  taking  a  percentage  of  the  staff  and 
moving  them  to  that  as  you  are  prioritizing? 

Mr.  Doyle.  No,  what  we  do  is  we  have  a  division  for  the  major 
areas  that  we  find  that  have  fraud.  For  example  

Mr.  Pursell.  Let  me  ask  it  this  way,  if  you  have  20  people  look- 
ing at  Medicare  today,  how  many  will  you  have  this  coming  year,  if 
that  is  a  priority? 

Mr.  Doyle.  Twenty.  In  other  words,  we  have  set  up  a  divi- 
sion  

Mr.  Pursell.  So  a  priority  is  not  a  priority,  then.  It  is  just  part 
of  the  ongoing  routine  investigation  of  Medicare. 

Mr.  Doyle.  No,  we  never  had  a  group  just  devoted  to  Medicare, 
but  when  we  got  into  Medicare  

Mr.  Pursell.  You  are  going  to  do  that  this  year? 

Mr.  Doyle.  Correct. 

Mr.  Pursell.  How  many  are  you  going  to  say  you  have  on  line 
today  for  Medicare  and  how  many  are  going  to  go? 

Mr.  Doyle.  We  probably  have  half  the  number.  I  don't  have  the 
exact  number  with  me,  but  we  probably  have  half  of  what  we  need 
in  terms  of  people. 

Mr.  Pursell.  If  you  have  20  doing  it  now,  you  may  go  to  30  or  50 
or  even  double  that? 
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Mr.  Doyle.  It  is  an  area  that  we  are  just  getting  into  and  we  are 
learning  about  it.  We  will  put  extra  resources  

Mr.  Pursell.  If  you  are  asking  for  additional  staff,  don't  you 
have  some  idea  of  where  you  are  going?  In  the  prioritized  Medi- 
care, now  you  are  going  to  say  I  now  have  30  staff  in  it,  and  I  am 
going  to  go  to  50  if  I  get  my  budget  request. 

If  I  don't  get  my  budget  request  on  staffing,  then  I  have  to  go 
back  to  30  or  45  or  stay  with  the  existing  20,  don't  I? 

STAFFING  NEEDS 

Mr.  Doyle.  I  would  be  glad  to  supply  the  numbers  where  each — 
for  investigations  and  audit — of  where  the  people  work,  in  which 
division,  whether  it  be  Medicare,  unemployment,  disability. 

Mr.  Pursell.  I  am  not  disagreeing  with  the  priorities.  In  fact,  I 
am  not  experienced  enough  and  I  don't  want  to  micro  manage  the 
Department. 

I  am  only  saying  that  if  you  are  going  to  prioritize  certain  cate- 
gories, then  you  are  shifting  people  from  one  area  to  another  in 
order  to  prioritize,  are  you  not? 

Mr.  Doyle.  Yes.  What  we  did  was  to  prioritize  Medicare,  we  ini- 
tially took  people  out  of  the  unemployment  area.  We  had  numer- 
ous unemployment  cases,  so  we  started  a  fresh  division  for  this, 
and  we  started  taking  them  from  unemployment  last  year. 

This  year  we  will  be  adding  additional  staff  based  on  what  the 
committee  provides  us  in  terms  of  resources. 

OIG  PRIORITIES 

Mr.  Pursell.  But  you  and  your  staff  are  in  agreement  with  the 
Board  on  what  those  priorities  are  for  this  coming  fiscal  year? 
Mr.  Doyle.  Yes. 

Mr.  Pursell.  Well,  then  you  could  tell  the  committee  what  those 
priorities  are,  could  you  not? 
Mr.  Doyle.  Yes. 

Mr.  Pursell.  Are  they  the  ones  listed  on  page  7? 
Mr.  Doyle.  Yes. 

Mr.  Pursell.  But  not  necessarily  in  priority? 

You  said  Medicare.  I  mean,  you  have  to  prioritize  them  if  you 
are  going  to  staff  them.  You  have  only  so  many  staff  members. 

Mr.  Doyle.  The  two  major  priorities  where  we  will  have  our  in- 
vestigative resources  are  1.  Medicare,  and  disability  and  2.  unem- 
ployment. 

Mr.  Pursell.  Let's  take  Medicare  first.  How  many  do  you  have 
on  staff  now  for  Medicare? 

Mr.  Doyle.  I  am  not  sure  of  the  area,  but  I  could  provide  it  for 
you. 

Mr.  Pursell.  Approximately. 
Mr.  Doyle.  Five. 

Mr.  Pursell.  If  you  prioritize  that,  you  are  going  to  go  to  what? 
You  prioritized  it,  so  you  are  going  to  

Mr.  Doyle.  We  had  planned  on  providing  another  three-to-four 
people  in  that  area. 
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Mr.  Pursell.  Three-to-four.  What  if  you  don't  get  any  additional 
staff  people,  you  will  add  the  three-to-four,  you  will  take  them  from 
somewhere  else? 

Mr.  Doyle.  We  will  shift  resources  to  meet  the  needs  in  whichev- 
er area  we  need  them.  As  we  go  out,  we  can't  predict  exactly  that 
we  are  going  to  have  100  cases  in  Medicare.  A  good  share  of  our 
cases  come  from  Board  referrals. 

We  have  no  idea,  really — it  changes  all  the  time — how  many  re- 
ferrals we  will  have,  for  example,  for  Medicare.  During  the  year  we 
have  to  be  very  flexible  because  we  may  say  this  is  a  priority,  and 
we  need  ten  people. 

Mr.  Pursell.  I  understand  that.  Obviously,  you  are  flexible  if 
you  are  going  to  change  your  priorities  from  year-to-year.  This  pri- 
ority will  be  in  place  for  how  long — one  year,  two  years,  three 
years?  Do  you  have  a  strategic  plan  for  the  next  five  years? 

Do  you  know  where  you  are  going  in  the  next  five  years? 

Mr.  Doyle.  Next  four,  yes.  We  are  pretty  close  to  where  we  said 
we  would  be  in  terms  of  the  operation  four-and-a-half  years  ago. 

Mr.  Pursell.  Then  you  would  have  to  prioritize  in  order  to  make 
staff  assignments.  Am  I  expressing  myself  clearly? 

Mr.  Doyle.  I  guess  I  am  not  sure  how  to  answer  your  question.  I 
thought  I  had  answered  it. 

OIG  PRIORITIES 

Mr.  Pursell.  You  listed  seven  major  areas  of  concern  that  you 
are  going  to  look  into.  I  assume  that  these  are  your  priorities  for 
this  coming  year. 

Mr.  Doyle.  Yes. 

Mr.  Pursell.  Are  they  not? 

Mr.  Doyle.  Yes. 

Mr.  Pursell.  Okay.  So  you  do  have  to  prioritize,  you  have  to 
decide  which  of  these  and  how  many  staff  are  going  to  go.  I  don't 
have  in  my  book  a  staff  assignment  to  the  project. 

Mr.  Doyle.  The  purpose  of  listing  those  was  to  show  the  areas 
where  there  are  fraud.  It  was  not  to  show  you  where  the  distribu- 
tion of  resources  would  be. 

Mr.  Pursell.  Could  you  provide  for  the  record  what  your  prior- 
ities are  for  this  year  and  your  staff  assignments  to  those  with  a 
present  staff  and  with  the  new  staff,  if  you  were  to  get  your  re- 
quest. 

Mr.  Doyle.  I  would  be  happy  to  provide  that. 
[The  information  follows:] 

The  Office  of  Audit  currently  has  an  approved  staffing  level  of  47  PTEs.  If  our  FY 
1992  budget  request  is  approved,  this  number  would  increase  to  58  which  would 
allow  us  to  address  our  priorities  more  effectively,  and  enable  us  to  establish  an 
Analysis  and  Inspections  unit  to  conduct  special  studies  and  management  reviews  in 
a  timely  manner. 

In  FY  92,  the  Office  of  Audit  will  concentrate  its  efforts  in  the  following  priority 
areas: 

Assisting  the  Board  and  monitoring  the  RRB's  progress  and  use  of  resources  in 
implementing  the  contract  between  the  RRB  and  the  OMB. 
Non-compliance  of  payroll  taxes  by  major  rail  employers. 
Oversight  of  the  RRB  trust  funds  and  investment  practices. 

Assessment  of  the  RRB's  $65  million  debt  collection  program,  particularly  its  re- 
cently implemented  Program  Accounts  Receivable  System. 
Implementation  of  financial  statement  audits. 
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Continuing  review  of  the  Medicare  Part  B  Program. 

Updating  the  audit  universe  to  ensure  adequate  planning  for  our  audit  coverage 
of  RRB  programs. 

The  Office  of  Investigations  currently  has  an  approved  staffing  level  of  47  FTEs. 
Approval  of  the  FY  1992  budget  request  would  allow  this  office  to  expand  to  54 
FTEs  and  expedite  investigation  of  the  increased  number  of  cases. 

Priorities  of  the  Office  of  Investigations  will  be:  Medicare  (health  care  matters) 
fraud;  Disability  fraud;  Retirement  fraud  (deceased  payee);  Employee  integrity;  and 
Unemployment  and  sickness  insurance  fraud  and  other  matters. 

BUDGET  VS.  RESTRAINTS 

Mr.  Pursell.  Now,  another  question  just  to  finish.  You  know,  I 
go  home  every  week.  I  am  going  to  go  home  this  afternoon.  Maybe 
that  is  why  it  is  on  my  mind,  but  we  are  in  a  major  recession,  and  I 
go  home  and  talk  to  the  community,  and  I  see  layoffs,  auto  indus- 
try is  taking  it  for  whatever  reason,  whatever  comes  to  mind,  we 
can  argue  that  all  day,  but  in  my  State  we  are  devastated.  Compa- 
nies, small  companies  who  are  indirectly  or  directly  related  to  the 
auto  industry,  the  State  of  Michigan  and  the  country  is  full  of  re- 
ports of  recession  and  problems  of  the  economy. 

But  I  come  back  to  Washington  on  Monday,  and  I  look  at  the 
committee,  and  I  look  at  what  is  going  on  in  other  committees,  and 
we  are  adding  more  people.  Now,  if  my  business  leaders  and  labor 
leaders  and  the  people  back  home  have  to  streamline  and  tighten 
their  belts,  why  do  we  ask  for  more  personnel  here  during  a  reces- 
sionary period? 

Why  can't  we  tighten  our  belts,  knowing  full  well  that  you  have 
got  to  have  an  auditor  for  every  program,  we  could  have  more  Cus- 
toms people,  more  Treasury,  more  IRS  investigators  to  collect  more 
money.  I  can  sympathize  with  that  general  thrust.  You  have  done 
very  well  over  the  years  since  you  have  been  aboard  in  terms  of 
increasing  your  staffing,  and  the  record  is  very  good.  I  am  not  criti- 
cal there.  How  do  I  square  that  with  my  constituents  back  home, 
however? 

We  are  cutting  back  here  and  people  are  getting  laid  off,  and 
they  are  crying  to  me,  and  they  are  in  trouble. 

I  had  a  representative  in  my  district  that  called  me  awhile  ago  to 
ask  me  to  meet  with  the  President  of  the  United  States  on  the 
plight  of  the  auto  industry.  I  come  back  to  my  desk  here  and  you 
want  more  people.  How  do  I  justify  that? 

What  would  you  say?  Put  your  taxpayer's  hat  on  and  you  repre- 
sent a  half-million  people. What  will  you  tell  them? 

Mr.  Doyle.  I  would  first  ask  for  accountability  of  what  you  have 
done  with  the  existing  dollars  and  people,  and  I  think  the  account- 
ability answer  would  be  that  we  have  been  very  accountable  for 
the  money  that  you  have  provided  for  us. 

The  second  thing  I  would  say  is  that  we  submit  budgets  to  you  of 
what  we  think  our  needs  are.  That  doesn't  mean  that  we  are  going 
to  get  everything  we  ask  for,  but  we  are  asked  to  submit  a  budget 
every  year  by  Congress  and  by  the  Administration  of  what  we 
think  our  needs  are. 

I  am  portraying  what  I  think  is  an  honest,  straightforward  re- 
quest for  funds  that  I,  from  my  experience  of  five  years  as  the  In- 
spector General,  have  needed  to  do  my  job.  If  you  tell  me  to  tighten 
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your  belt,  you  get  no  more  people,  you  get  no  more  money,  I  would 
still  run  my  operation  effectively  and  hopefully  efficiently. 

Mr.  Pursell.  So  if  you  have  a  freeze  on  your  budget  or  level 
funding,  you  could  operate  fairly  effectively  and  do  the  best  job  you 
can? 

Mr.  Doyle.  Well,  I  think  I  would  not  be  a  very  good  manager  if  I 
said  my  operation  would  shut  down  if  you  did  not  provide  me 
money. 

Mr.  Pursell.  We  are  not  saying  shut  down,  we  are  just  saying 
hold  on. 

Mr.  Doyle.  What  I  am  saying  is  I  could  do  that. 

Mr.  Pursell.  I  could  mention  the  $3,000,000,000  to  $4,000,000,000 
deficit.  If  you  are  an  auditor  and  you  looked  at  the  budget,  you 
would  say  something  is  wrong  here. 

Mr.  Doyle.  I  concur.  I  agree  with  you.  But,  again,  from  

Mr.  Pursell.  I  read  in  the  Washington  Post  this  morning,  and  I 
think  it  was  Hobart  Rowen,  who  is  an  open  conservative,  who  said 
one  of  the  greatest  problems  we  have  in  this  country  is  the  deficit. 
We  are  trying  to  do  the  best  job  we  can,  like  you  are,  under  the 
scarce  602B  allocations  that  we  get,  and  your  track  record  is  pretty 
good,  I  believe.  Maybe  I  am  wrong. 

Mr.  Doyle.  Well,  it  is  a  credit  to  the  staff  I  have,  and  that  is  why 
earlier  I  wanted  to  publicly  thank  them. 

Mr.  Pursell.  We  certainly  want  good  oversight  as  the  Inspector 
General.  That  is  the  purpose  for  your  mission.  We  will  take  a  look 
at  it. 

Thank  you,  Mr.  Chairman. 

OMB-RRB  AGREEMENT 

Mr.  Early.  How  many  auditors  will  be  assigned  to  monitor  the 
management  improvement  agreement  between  the  Board  and  the 
Office  of  Management  and  Budget? 

Mr.  Doyle.  We  are  determining  that  at  the  present  time.  We  are 
working  on  a  plan  of  how  we  will  monitor  the  entire  agreement.  I 
would  be  happy  to  submit  that  to  the  committee. 

Mr.  Early.  Just  get  it  to  the  staff  as  soon  as  you  can. 

You  have  been  closely  monitoring  the  Board  for  some  time.  Does 
your  responsibility  under  the  agreement  require  any  additional 
work  for  your  office? 

Mr.  Doyle.  Yes. 

Mr.  Early.  Why  don't  you  supply  it  for  the  record  what  you 
think  and  how  much. 
Mr.  Doyle.  I  will. 
[The  information  follows:] 

The  primary  emphasis  of  the  OIG  monitoring  plan  will  be  to  ensure  the  RRB  uti- 
lizes the  resources  provided  by  the  Congress  to  correct  the  management  weaknesses 
and  problems,  and  to  monitor  the  agency's  progress  in  achieving  the  performance 
targets  stated  in  the  agreement. 

Our  draft  implementation  plan  shows  an  additional  3  to  5  FTEs  will  be  required 
to  properly  monitor  the  RRB/OMB  agreement. 
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TIMELINESS  AND  ACCURACY  OF  PAYMENTS 

Mr.  Early.  Do  you  consider  the  current  Board's  payment  error 
rates  and  other  beneficiary  service  goals  on  payment  processing 
times  to  be  acceptable? 

Mr.  Doyle.  I  really  can't  answer  that  at  the  present  time.  I  don't 
know. 

Mr.  Early.  Well,  do  you  audit  that  type  of  thing? 

Mr.  Doyle.  Yes,  we  do,  and  I  would  have  to  go  back  and  look  at 
the  reports  of  what  we  have  done  in  that  area  to  give  you  an 
answer  to  that,  but  I  would  be  happy  to  provide  it. 

Mr.  Early.  Provide  that  for  the  record,  also. 

[The  information  follows:] 

In  recent  years,  the  OIG  has  issued  several  reports  regarding  the  accuracy  and 
timeliness  of  payments  to  beneficiaries.  Our  reviews  have  identified  areas  where 
management  improvements  are  needed. 

For  example,  we  recently  reviewed  the  RRB's  claims  processing  and  identified  the 
causes  of  errors  that  resulted  in  backlogged  cases.  We  are  currently  developing  rec- 
ommendations to  the  Board  on  methods  to  prevent  these  errors  in  the  future. 

We  also  recently  issued  a  report  on  the  RRB's  timeliness  in  processing  initial  dis- 
ability claims.  That  report  indicated  that  a  majority  of  the  claims  were  not  proc- 
essed in  a  timely  manner. 

These  types  of  reviews  are  part  of  our  normal  audit  coverage  and  will  be  per- 
formed on  a  regular  basis. 

FRAUD 

Mr.  Early.  How  serious  is  the  problem  of  fraud  committed  by 
beneficiaries? 

Mr.  Doyle.  We  think  it  is  a  serious  problem. 

Mr.  Early.  Could  you  estimate  it  in  dollars? 

Do  you  have  a  number  that  you  estimate,  that  you  support? 

Mr.  Doyle.  Well,  for  example,  we  have  tried  to  put  a  dollar  value 
on  the  cases  that  are  pending  right  now.  It  could  be,  in  your  opin- 
ion, from  $17,000,000  to  $20,000,000,  but  another  indicator  is  that 
we  are  finding  people  that  we  discovered  fraud  with  them  five 
years  ago.  They  were  on  probation  for  community  service,  and  we 
are  finding  that  they  are  doing  it  again,  sometimes  the  same  thing. 

Mr.  Early.  Well,  evidently,  the  punishment  isn't  severe  enough. 

Mr.  Doyle.  I  think  we  have  failed  to  provide  a  credible  deterrent. 
In  other  words,  the  gain  is  worth  more  than  their  fear  that  they 
will  be  uncovered  by  us.  I  am  not  sure  what  we  can  do,  except  to 
continue  a  very  aggressive  investigative  and  audit  program.  The 
only  thing  I  can  see  is  to  continue  with  that  and  hope  that  we  can 
turn  the  corner  on  that. 

Mr.  Early.  There  is  something  wrong  with  the  system  if  some- 
one commits  fraud  and  we  discover  them,  and  they  come  back  and 
do  it  again. 

Mr.  Doyle.  I  concur. 

Mr.  Early.  As  computer  systems  become  more  streamlined,  what 
controls  are  in  place  to  ensure  that  employees  do  not  provide  pay- 
ments to  someone  who  is  not  entitled  to  them? 

Mr.  Doyle.  We  conduct  audits  and  management  reviews  of  the 
internal  controls  that  the  Board  uses. 

Mr.  Early.  We  are  certainly  to  blame  when  we  over-pay  people. 
I  would  hope  that  the  Board  and  the  Inspector  General,  the  Inspec- 
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tor  General's  Office,  is  giving  the  Board  directions  that  are  going  to 
reduce  the  amount  of  overpayment. 

OVERPAYMENTS 

Mr.  Doyle.  We  have  been  working  with  the  Board  in  trying  to 
lower  that  number  of  overpayments. 

Mr.  Early.  I  can't  see  where  we  are  making  any  improvement  if 
we  are  not  doing  that.  Are  we  doing  it? 

Does  your  audit  show  that  the  amount  of  overpayments  is  being 
reduced  or  staying  at  the  same  rate  or  increasing? 

Mr.  Doyle.  I  think  the  amount  of  overpayments  is  coming  down. 
I  think  the  Board  has  

Mr.  Early.  Well,  wouldn't  you  know  that,  Mr.  Doyle?  Wouldn't 
you  specifically  be  able  to  tell  the  committee  whether  it  is  coming 
down  or  not? 

You  are  there  five  years.  I  expected  you  to  tell  Mr.  Pursell  that 
increased  personnel  would  save  us  money,  that  we  are  spending 
money  to  save  money. 

Mr.  Doyle.  I  can  say  it  is  coming  down.  What  I  can't  say  is  the 
dollar  number  right  before  the  committee  at  the  present  time. 

Mr.  Early.  I  wasn't  asking  for  specific  dollars.  I  was  asking  the 
number  of  over-payments  as  far  as  

Mr.  Doyle.  It  is  coming  down. 

Mr.  Early.  Thank  you. 

INVESTIGATIONS 

The  number  of  investigations  pending  has  risen  sharply  from  150 
at  the  end  of  1986  to  over  2400  at  the  end  of  1990.  Generally,  what 
types  of  cases  are  these? 

Mr.  Doyle.  A  good  share  of  those  are  unemployment  cases  where 
someone  is  on  unemployment  and  holding  another  job — receiving 
unemployment  benefits  and  working  in  some  other  area. 

Mr.  Early.  Provide  specifically  for  the  record  the  breakdown  of 
these  cases. 

[The  information  follows:] 

Cases  under  investigation  as  of  September  30,  1990  were:  74  Medicare  cases  in  20 
states;  46  Disability  cases  in  17  states;  313  Retirement  cases  in  42  states;  1,424  Un- 
employment insurance  cases  in  46  states;  and  559  Sickness  insurance  cases  in  43 
states. 

Mr.  Early.  How  many  investigators  are  working  on  these  cases? 
Mr.  Doyle.  Approximately  37. 

Mr.  Early.  When  we  had  150  at  the  end  of  1986,  how  many  were 
working  on  that? 
Mr.  Doyle.  One. 

Mr.  Early.  If  the  Committee  approves  your  request,  how  many 
cases  will  be  pending  at  the  end  of  1992? 
Do  you  have  any  idea  on  that? 

Mr.  Doyle.  By  "pending",  you  mean  how  many  will  be  open? 
Mr.  Early.  Yes. 

Mr.  Doyle.  We  figure  that  number  will  be  somewhere  around 
3000. 

Mr.  Early.  Thank  you. 
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MEDICARE  PART  B  CARRIER  CONTRACT 

What  are  your  main  concerns  relating  to  the  Medicare  Part  B 
carrier  contract? 

Mr.  Doyle.  Well,  our  concern  with  it  is  that  we  have  had  a  carri- 
er, the  same  carrier  handling  the  Part  B  contract  for  20  years.  We 
have  just  completed  an  audit  of  this  year,  and  we  feel  that  it  would 
be  more  advantageous  for  the  Government  to  competitively  bid 
that  contract  than  provide  it  as  a  sole  source  every  year. 

Mr.  Early.  Fine. 

CHIEF  FINANCIAL  OFFICERS  ACT  OF  1990 

Finally,  what  additional  work  are  you  required  to  perform  as  a 
result  of  the  new  Chief  Financial  Officers  Act  of  1990? 

Mr.  Doyle.  I  think  it  means  a  lot  closer  working  relationship 
with  the  Board  in  determining  that  we  have  the  proper  controls  in 
place  to  protect  the  financial  systems  of  the  Board. 

Mr.  Early.  Do  you  have  anymore? 

Mr.  Pursell.  No,  I  am  finished. 

Mr.  Early.  Mr.  Doyle,  I  want  to  thank  you  for  your  testimony. 
The  committee  stands  in  recess  until  2:00  p.m. 
[Questions  and  answers  for  the  record  and  the  justifications 
follow:] 
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The  following  questions  were  submitted 
to  be  answered  for  the  record: 

Mr.  Natcher:  Provide  additional  data  on  the  audit  universe,  the  current 
audit  plan,  and  the  number  of  audits  which  cannot  be  accomplished  within  the 
statute  of  limitations  at  staffing  levels  included  in  the  1992  budget. 

Mr.  Doyle:  The  audit  universe  contains  166  audits,  many  of  which  are 
recurring  in  nature.  It  would  take  about  5  years  to  complete  the  entire  audit 
universe,  and  as  stated  previously,  many  audits  would  begin  to  recur  during 
this  period. 

Our  annual  work  plan  contains  25  audits  from  our  audit  universe,  special 
requests,  and  special  audits  responding  to  new  legislation  or  changing 
conditions.  Of  the  40  to  50  audits  we  anticipate  completing  annually,  we 
expect  that  40%  will  be  from  the  audit  universe. 

At  projected  FY  1992  staffing  levels,  we  anticipate  completing  approximately 
20  railroad  employer  audits  per  year.  Therefore,  almost  500  of  the  600 
railroad  employers  will  not  be  audited  before  the  3  year  statute  of  limitations 
for  completing  payroll  tax  audits  expires. 

Mr.  Natcher:  How  does  your  staffing  ratio  of  auditors-to-trust-fund 
dollars  compare  to  the  Division  of  the  Department  of  Health  and  Human 
Services  Inspector  General  which  handles  the  Social  Security  trust  funds? 

Mr.  Doyle:  The  Railroad  Retirement  Board's  Office  of  Inspector  General, 
Office  of  Audit,  currently  has  41  professional  staff  to  perform  audits. 

The  Retirement  Trust  Fund  statistics  as  of  September  30,  1990  are: 


Railroad  Retirement  System: 

FY  1990  Income 

Payroll  Taxes 

$3,904  M 

FI  Transfers 

3,049  M 

FI  Loans 

2,577  M 

Interest 

796  M 

Gen.  Revenues 

340  M 

Income  Taxes 

216  M 

SSA  Benefits 

943  M 

Other 

315  M 

Total 

$12,140  M 

Railroad  Retirement  System: 

FY  1990  Outgo 

Benefits 

$7,195  M 

Repay  FI  Loans 

2,756  M 

SSA  Benefits 

943  M 

Admin.  Expenses 

71  M 

Other 

367  M 

Total 

$11,332  M 

Based  on  these  statistics,  the  ratio  of  auditors-to-trust-fund  dollars  would  be 
1:$572  million  ($23,472  billion  divided  by  41). 
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We  believe  that  the  Department  of  Health  and  Human  Services  Inspector 
General's  oversight  per  auditor  would  be  significantly  higher  because  of  the 
multi-faceted  programs  and  dollars  which  they  are  responsible  for  reviewing. 

Mr.  Natcher:  How  does  your  responsibility  to  audit  railroads  overlap  with 
the  Internal  Revenue  Service? 

Mr.  Doyle:  The  ERS  derives  its  jurisdiction  from  Title  26  of  the  United 
States  Code  (U.S.C.).  The  OIG  derives  its  authority  from  the  Inspector 
General  Act  of  1978,  5  U.S.C. 

The  IRS  and  RRB-OIG  reviews  could  overlap  in  the  examinations  of  Forms 
CT-1. 

The  OIG  railroad  audits  include  various  steps  which  the  IRS  would  not 
perform.  These  include  the  following: 

—  Recontiliation/verincation  of  compensation  reported  for  tax  purposes  (IRS 
Form  CT-1)  and  that  reported  for  creditable  service  (RRB  Form  BA-3 
Compensation  Report)  for  Tier  I,  Tier  II,  and  Sick  Pay. 

—  All  tests  relating  to  the  Railroad  Unemployment  Insurance  Act  (RUIA). 
These  contributions  are  paid  directly  to  the  RRB  quarterly  on  Form  DC-1  and 
the  IRS  has  no  involvement. 

--  All  tests  relating  to  outstanding  receivables  due  the  RRB.  These  relate  to 
the  Bureau  of  Unemployment  and  Sickness  Insurance  (BUSI)  due  under 
Sections  2(f)  and  12(o)  of  the  RUIA. 

--  Tests  to  determine  if  employees  received  RUIA  benefits  for  days  they  were 
compensated  by  their  employer. 

The  OIG  and  IRS  have  recently  formed  a  working  group  in  order  to  1)  share 
audit  plans,  2)  ensure  railroad  employer  compliance  with  applicable  ERS  and 
RRB  regulations  and  statutes,  3)  share  appropriate  information  based  on  audit 
experiences  of  both  agencies,  and  4)  develop  a  mechanism  by  which  the  IRS 
can  better  utilize  OIG  audit  findings  to  initiate  IRS  inquiries  concerning  Form 
CT-1  tax  returns. 

Mr.  Natcher:  What  are  your  main  concerns  relating  to  the  Medicare  Part 
B  carrier  contract? 

Mr.  Doyle:  The  Railroad  Retirement  Board  has  used  its  authority  to 
select  the  same  insurance  company  to  process  the  railroad  beneficiary  Medicare 
Part  B  claims  for  over  20  years,  and  there  is  no  competition  in  the  selection 
process.  Introducing  a  competitive  bid  process  into  the  selection  of  the  carrier 
will  enable  the  railroad  Medicare  program  to: 
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•  Provide  the  services  at  the  lowest  possible  cost,  and 

•  Provide  incentive  for  the  carrier  to: 

(a)  maintain  a  high  level  of  quality  service  to  the  beneficiaries,  and 

(b)  provide  the  proper  amount  of  reimbursement  in  a  timely 
manner. 

Mr.  Natcher:  What  additional  work  are  you  required  to  perform  as  a 
result  of  the  new  Chief  Financial  Officers  Act  of  1990? 

Mr.  Doyle:  The  Office  of  Audit  will  be  responsible  for  performing  audits 
of  the  RRB's  annual  financial  statements,  as  required  in  the  CFO  Act,  and 
reviewing  the  agency's  financial  operating  plan. 

The  RRB  publishes  annual  financial  statements  which  are  reportedly  prepared 
in  accordance  with  generally  accepted  accounting  principles  and  standards 
prescribed  by  GAO  and  the  U.S.  Treasury.  However,  the  RRB's  financial 
statements  have  never  been  audited.  We  are  currently  drafting  an 
implementation  plan  with  target  dates  and  staff  resources  needed  to 
implement  the  requirements  of  the  CFO  Act. 
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JUSTIFICATION  OF  THE  BUDGET  ESTIMATES 

JUSTIFICATION  OF  ESTIMATES 
OFFICE  OF  INSPECTOR  GENERAL 

Proposed  Appropriation  Language 

Limitation  On  [Review  Activity]  Jlie  Office  of  Inspector  General 

For  expenses  necessary  for  the  [Railroad  Retirement  Board]  Office  of  Inspector  General 
for  audit,  investigatory  and  review  activities,  as  authorized  by  section  418  of  Public  Law 
98-76,  and  the  Inspector  General  Act  of  1978,  as  amended  by  Public  Law  100-504,  not 
more  than  [$5,855,000]  $7,700,000  to  be  derived  from  the  railroad  retirement  accounts 
and  railroad  unemployment  insurance  account. 
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Explanation  of  Proposed  Appropriation  Language 


Appropriation  Language  

For  expenses  necessary  for  the 
Railroad  Retirement  Board  for  audit, 
investigatory  and  review  activities... 


 Explanation  

This  budget  is  for  funds  for  audits, 
investigations  and  review  activities  by 
the  Office  of  Inspector  General. 


...as  authorized  by  section  418  of 
Public  98-76... 


Section  418  of  the  Railroad 
Retirement  Solvency  Act  of  1983, 
Public  Law  98-76,  authorized  an  Office 
of  Inspector  General  for  the  RRB. 


...not  more  than  $7,700,000,  to  be 
derived  from  the  railroad  retirement 
accounts  and  railroad  unemployment 
insurance  account. 


These  funds  for  the  Office  of  Inspector 
General  are  to  be  transferred  from 
amounts  in  the  Railroad  Retirement 
Account,  the  Railroad  Unemployment 
Insurance  Account,  the  Railroad  Social 
Security  Equivalent  Benefit  Account 
and  the  Railroad  Retirement 
Supplemental  Account. 
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Authorizing  Legislation 


 1222  

Appropriation 

Legislation  Authorized  Requested 

Indefinite  $7,700,000 

Inspector  General  Act  of  1978,  as  amended. 
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Financing 


Fiscal  year  1991      Fiscal  year  1992 
estimate  estimate 


Financing 


Operations  (total  obligations)         $5,855,000  $7,700,000 

Unobligated  balance  lapsing     

Limitation  5,855,000  7,700,000 


Relation  of  obligations  to  outlays 

Obligations  incurred,  net  5,855,000  7,700,000 

Obligated  balance,  start  of  year  486,000  486,000 

Obhgated  balance,  end  of  year  -  486.000  -  486.000 

Outlays  from  limitation  $5,855,000  $7,700,000 
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Explanation  for  Changes  Between  the  1992  and  1991  Budgets 

Change 
($000) 

Increase/fDecrease): 

1.  Personnel  compensation;  full  time  permanent  1,160 
One-half  of  proposed  4.0%  pay  raise  effective 

January  1992  for  99  FTEs  plus  cost  of  20 
additional  FTEs. 

2.  Personnel  compensation:  other  personnel  36 
compensation 

Increase  in  cost  associated  with  incentive  and 
special  service  awards  applicable  to  a  staff  of 
119  FTEs.  Increase  in  overtime  costs  due  to 
increased  staff. 

3.  Personnel  benefits:  civilian  personnel  403 

Cost  increase  for  employer's  share  of  benefits 
for  20  additional  FTEs  and  the  higher  costs 
associated  with  law  enforcement  personnel 
20-year  retirement  system.  Due  to  the 
recruitment  of  college  graduates  and 
non-government  personnel,  by  Fiscal  Year 
1992,  projections  show  that  24%  of  total 
staff  will  be  covered  under  the  CSRS 
Retirement  plan  and  76%  covered  under  the 
FERS  and  FERS  Law  Enforcement  Plans. 

4.  Benefits  for  former  personnel  12 

Unemployment  cost  estimate,  calculated  for 
three  former  employees. 

5.  Travel  and  transportation  of  persons  97 
Continuation  of  the  travel  associated  with 

a  nationwide  investigative  program.  Travel 
associated  with  auditing  railroad  earnings 
statements,  together  with  the  accuracy  and 
timeliness  of  unemployment  tax  contributions 
paid  to  the  RRB.  Also  included  are  travel 
costs  associated  with  the  training  needed 
to  meet  the  continuing  education  requirements 
for  auditors  and  investigators. 
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Change 
($000) 


6. 


Transportation  pf  things 

Cost  of  one  change  of  station  move. 


1 


7. 


Communication? 

Increased  cost  for  monthly  copy  machine  leases 
and  monthly  communications  expenses  for  mobile 
telephones. 


5 


8. 


Printing  and  reproduction 

Cost  to  print  Office  of  Inspector  General 
(OIG)  reports  as  mandated  by  Congress. 


1 


9. 


Other  services 


69 


Costs  associated  with  20  additional  FTEs 
including  full  background  investigations 
reports  and  medical  exams  for  law  enforcement 
personnel.  Training  needs  to  meet  the 
continuing  education  requirements  for  auditors 
and  investigators,  including  on-site  group 
training  courses  with  qualified  audit  and 
investigative  instructors.  Funding  for 
Medicare  and  Management  Studies  contracts. 

10.  Supplies  and  materials  2 

Supplies  will  include  updates  and  additional 
software  to  fully  utilize  the  computer  equipment 
purchased  in  prior  fiscal  years. 

11.  Equipment  59 
The  equipment  fund  increase  reflects  the 

necessary  expenses  projected  for  computer 
"network"  requirements  and  related  computers 
and  printers  to  meet  the  needs  of  current  and 
additional  staff.  This  account  also  includes 
furniture  workstations  for  the  additional  staff. 


TOTAL  INCREASE  $1,845 
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OFFICE  OF  INSPECTOR  GENERAL 

RAILROAD  RETIREMENT  BOARD 

Explanation  of  Fiscal  Year  1992  Budget  Request 

The  U.S.  Congress  established  the  Office  of  Inspector  General  (OIG)  to  provide 
independent  oversight  of  the  Railroad  Retirement  Board  (RRB),  an  agency  with 
$23  billion  in  annual  cash  flows.  The  RRB  provides  comprehensive  retirement- 
survivor  and  unemployment-sickness  insurance  benefits  to  railroad  workers  and 
their  families.  Since  its  inception  in  January  1986,  the  OIG's  mission  has  been 
to  eliminate  fraud,  to  improve  the  delivery  of  benefits  to  railroad  beneficiaries, 
and  to  safeguard  the  trust  funds  from  which  all  benefits  are  paid.  To  date,  the 
efforts  of  the  OIG  audit  and  investigative  staffs  have  resulted  in  approximately 
$800  million  in  actual  and  potential  monetary  benefits  for  the  RRB  and  in  268 
criminal  convictions. 

In  order  to  strengthen  its  operations  and  coverage  of  RRB  programs,  the  OIG 
is  requesting  $7,700,000  to  support  119  full-time  equivalents  (FTEs).  At  this 
level,  the  average  oversight  responsibility  per  staff  member  would  equal  about 
$193  million,  which  is  among  the  highest  dollar  oversight  mandates  in 
government.  If  approved,  the  additional  positions  for  the  OIG  will  be  distributed 
among  the  Office  of  Audit,  the  Office  of  Investigations,  and  the  Office  of 
Analysis  and  Inspections.  As  pointed  out  in  the  Office  of  Management  and 
Budget  (OMB)  management  review,  as  well  as  in  previous  OIG  reports,  a  major 
emphasis  for  the  Office  of  Inspector  General  will  be  to  monitor  the  Board's 
progress  in  addressing  the  major  issues  identified  as  program  weaknesses.  The 
OIG  will  continue  to  strive  to  maintain  its  high  dollar  return  of  $69  for  every 
budget  dollar  allocated  to  this  office. 

During  the  past  15  months,  the  OIG  continued  to  make  significant  contributions 
to  the  improvement  of  the  RRB.  Some  of  the  more  notable  achievements 
include: 

•  133  criminal  convictions;  85  indictments/informations;  $2,223,000 
in  fines,  savings  and  recoveries;  and  425  referrals  to  U.S.  Attorneys; 

•  Issuance  of  43  audit  reports,  and  actual  and  potential  financial 
accomplishments  of  $408.1  million; 
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•  Formation  of  a  health  care  investigative  group  to  focus  on  fraud 
violations  of  the  Medicare  and  disability  benefit  programs;  and, 

•  Approval  of  a  Memorandum  of  Understanding  and  creation  of  a 
working  group  with  the  Internal  Revenue  Service  to  jointly 
coordinate  examinations  of  employment  taxes  of  railroad  employers. 

The  RRB  has  the  responsibility  for  the  administration  of  a  complicated  series  of 
interlocking  benefit  programs  for  the  nation's  railroad  workers  and  their  families. 
Under  the  Railroad  Retirement  Act,  the  RRB  pays  $7  billion  in  retirement, 
survivor  and  disability  benefits  each  year.  The  calculation  of  these  benefits  is 
based  upon  a  complex  formula  that  combines  social  security,  industrial  pension, 
and  special  Federally  funded  components.  In  addition,  the  agency  administers 
Medicare  Pan  B,  the  physician  services  aspect  of  the  Medicare  program  for  the 
Health  Care  Financing  Administration,  for  qualified  railroad  retirement 
beneficiaries.  During  the  benefit  year  ended  June  1990,  the  RRB  paid  about 
$57.2  million  in  railroad  unemployment  insurance  benefits  and  $32.6  million  in 
sickness  insurance  benefits  under  the  Railroad  Unemployment  Insurance  Act. 

We  need  to  increase  OIG  audit  and  investigative  efforts  in  the  following  areas: 

Potential  fraud  problems  that  include  health  care  investigations  and 
the  Medicare  program  that  pays  millions  of  dollars  in  supplemental 
Medicare  claims  to  railroad  beneficiaries; 

Integrity  of  the  RRB  Trust  Funds; 

Railroad  tax  compliance  by  railroad  employers; 

Deficiencies  in  debt  collection  programs; 

Claims  processing  adjustment  backlogs; 

RRB's  Internal  Control  Program;  and, 

The  accuracy  of  benefit  payments. 


9 


1169 


OFFICE  OF  AUDIT 


The  Office  of  Audit  (OA)  provides  comprehensive  and  independent  audit 
coverage  of  the  RRB  programs.  Its  mission  is  to  promote  economy,  efficiency 
and  effectiveness  in  agency  operations,  to  keep  the  Board  Members  and  Congress 
informed  of  any  weaknesses  and  problems,  and  to  monitor  management  progress 
in  completing  corrective  action  for  identified  deficiencies. 

Since  January  1986,  the  Office  of  Audit  has  issued  99  reports  recommending 
corrective  actions  with  actual  and  potential  monetary  benefits  of  $794.6  million. 
Financial  accomplishments  by  fiscal  year  are: 


In  FY  92,  OA  will  continue  its  payroll  compliance  audits,  review  of  risk 
assessments  and  internal  control  evaluations,  assessment  of  the  RRB's  debt 
collection  programs,  and  continued  coverage  of  the  Medicare  program. 


AUDIT  STRATEGY  FOR  FY  92 

The  Office  of  Audit  has  dual  priorities  for  FY  92.  One  of  the  priorities  is 
assisting  the  Board,  together  with  monitoring  the  management  improvement 
agreement  between  the  Board  and  the  OMB.  The  other  priority  is  auditing  those 
activities  where  the  Board  is  losing  substantial  revenues  because  of  a  lack  of 
audit  coverage  by  the  OIG. 

The  Office  of  Audit  is  requesting  additional  positions  in  FY  92  to  strengthen  its 
overall  coverage  of  RRB  activities.  The  OIG  still  will  not  have  sufficient 
resources  to  audit  activities  where  millions  of  dollars  are  being  lost  by  a  lack  of 
audit  coverage.  In  FY  92,  OA  will  continue  to  concentrate  its  review  and 
evaluation  efforts  in  the  following  major  areas: 


FY  1987 
FY  1988 
FY  1989 
FY  1990 
FY  1991 


$  4.5  million  (1st  quarter  only) 


$162.4  million 
$  76.3  million 
$147.8  million 
$403.6  million 


Reviewing  and  monitoring  Board  progress  in  implementing  the 
Memorandum  of  Understanding  between  the  Board  and  the  OMB; 
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Increased  reviews  of  payroll  tax  compliance  by  the  nation's  railroad 
employers,  and  the  identification  of  systemic  reporting  problems 
throughout  the  industry  that  may  require  legislative  or  administrative 
action; 

Additional  audits  of  the  internal  and  external  operations  that  affect 
the  crediting  of  monies  to  the  RRB  trust  funds,  such  as  year-end 
adjustments,  investment  practices  and  tax  collection; 

Financial  Statement  audits  to  ensure  compliance  with  the 
requirements  of  the  Chief  Financial  Officer  legislation  (H.R.  5687); 

Evaluation  of  the  RRB's  debt  collection  programs,  specifically  the 
agency's  new  Program  Accounts  Receivable  System; 

Identification  of  weaknesses  in  the  RRB's  Medicare  Part  B  carrier's 
claim  payment  system;  and, 

Assessment  of  the  agency's  current  internal  control  program. 


REVIEW  OF  PAYROLL  TAXES  OF  RAILROAD  EMPLOYERS 

In  FY  88,  we  created  our  Trust  Fund  Division  to  audit  railroad  employers  to 
review  the  accuracy  and  timeliness  of  payroll  tax  contributions.  Our  reviews 
have  resulted  in  the  identification  of  millions  of  dollars  of  additional  tax  liability. 
We  have  also  identified  major  systemic  problems.  For  example,  we  determined 
that  14  railroad  employers  understated  their  supplemental  tax  liabilities  by 
approximately  $23  million.  In  addition,  we  have  recommended  specific 
corrective  legislative  changes  that  have  either  been  enacted  or  are  in  the  process 
of  being  implemented.  In  FY  92,  we  will  expand  our  payroll  tax  compliance 
reviews,  particularly  those  of  Class  I  employers. 

Our  authority  to  conduct  these  audits  has  recently  been  challenged  by  a  major 
railroad  employer.  The  employer  refused  to  permit  OIG  auditors  to  conduct  an 
audit  of  its  records.  We  suspended  our  audit  and  referred  the  matter  to  the  U.S. 
Department  of  Justice.  The  matter  is  now  pending  in  the  U.S.  District  Court. 
Although  several  other  employers  have  also  refused  to  permit  OIG  audits,  we 
anticipate  the  matter  will  be  resolved  in  early  FY  91,  and  all  employers  will  be 
directed  to  fully  cooperate  with  our  auditors.  While  this  issue  remains 
unresolved,  the  railroad  trust  funds  are  losing  millions  of  dollars.  In  addition, 
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while  recognizing  the  need  to  increase  audit  coverage  in  this  area,  the  OIG  has 
found  it  necessary  to  transfer  vacancies  from  audit  to  investigations  because  the 
OIG  has  been  unable  to  provide  a  deterrent  against  fraud. 


INTEGRITY  OF  THE  TRUST  FUNDS 

Because  the  RRB  trust  funds  involve  significant  sums  of  money  and  are  an  area 
of  high  vulnerability,  we  will  continue  reviews  of  the  procedures  involving 
various  Federal  entities  that  assess  and  collect  taxes,  invest  the  monies  collected, 
and  pay  benefits.  In  FY  92,  we  will  continue  our  efforts  to  strengthen  RRB 
oversight  and  to  help  ensure  the  integrity  of  the  trust  funds.  Timely  monitoring 
procedures  and  stronger  controls  will  protect  the  monies  upon  which  thousands 
of  beneficiaries  depend. 


FINANCIAL  STATEMENT  AUDITS 

In  order  to  meet  the  requirements  of  the  Chief  Financial  Officer  legislation  (H.R. 
5687),  we  will  develop  a  comprehensive  plan  to  perform  financial  statement 
audits  of  the  RRB's  revolving  funds  and  trust  funds.  This  will  require  additional 
resources  to  be  applied  for  these  audits  each  year. 


DEBT  COLLECTION 

We  will  continue  to  monitor  RRB  debt  collection  programs  to  determine  their 
effectiveness  in  reducing  the  amount  of  money  due  to  the  agency.  At  the  close 
of  fiscal  year  1990,  approximately  $65  million  were  owed  to  the  RRB.  We  will 
conduct  a  comprehensive  review  of  the  RRB's  recently  implemented  program 
accounts  receivable  system  (PARS)  to  assess  its  effectiveness  on  the  recovery  of 
funds.  We  will  evaluate  the  adequacy  of  internal  controls  and  procedures  in  the 
major  program  bureaus  to  ensure  the  establishment  and  maintenance  of 
receivables. 
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MEDICARE  REVIEWS 

We  will  continue  to  monitor  the  accuracy  of  the  millions  of  dollars  in 
supplemental  Medicare  claims  processed  by  the  RRB's  Medicare  Part  B  Carrier. 
We  will  also  continue  our  joint  efforts  with  our  Office  of  Investigations  as  well 
as  the  Department  of  Health  and  Human  Services.  We  will  identify  system 
weaknesses  that  permit  health  care  providers  to  defraud  the  program.  We  will 
also  continue  our  program  integrity  reviews  to  detect  any  potential  for  program 
abuse.  The  OIG  will  continue  to  recommend  that  this  contract  be  competitively 
bid.  In  addition,  we  will  conduct  a  review  of  DHHS-OIG's  recommendation  on 
the  feasibility  of  transferring  this  program  to  the  Health  Care  Financing 
Administration. 


INTERNAL  CONTROLS 

We  will  continue  our  assessments  of  internal  control  systems  in  the  various 
offices  and  bureaus  of  the  agency.  We  will  review  internal  control  reports 
submitted  to  the  RRB's  Internal  Control  Officer  to  determine  the  accuracy  and 
validity  of  information  provided.  We  will  also  follow  up  on  action  plans  that 
have  been  developed  to  correct  material  weaknesses.  We  will  conduct 
evaluations  to  determine  if  the  agency  is  in  compliance  with  the  Federal 
Managers'  Financial  Integrity  Act  and  Office  of  Management  and  Budget 
Circulars  A- 123  and  A- 127. 


ORGANIZATION  OF  THE  OFFICE  OF  AUDIT 


OA's  organizational  structure  has  five  operating  divisions  that  correspond  to  the 
operational  functions  of  the  RRB: 

•  Trust  Fund  Audit  Division 

•  Program  Audit  Division 

•  Fiscal  and  Administrative  Audit  Division 

•  Medicare  Audit  Division 

•  Information  System  Audit  and  Technical  Assistance  Division 


The  responsibilities  of  each  audit  division  and  current  staff  allocations  are 
described  on  the  pages  that  follow. 
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Trust  Fund  Audit  Division 


This  division  is  primarily  responsible  for  conducting  external  audits  of  railroad 
employers.  These  audits  are  intended  to  determine  whether  employers  are 
making  the  proper  tax  contributions  to  the  Internal  Revenue  Service  (IRS)  and 
the  Railroad  Retirement  Board  in  an  accurate  and  timely  manner.  In  carrying 
out  its  assigned  functions,  the  division  coordinates  its  activities  closely  with  the 
IRS  concerning  the  Form  CT-1  Tax  Returns. 


TRUST  FUND  DIVISION 
Staff  Allocation 


14 


1174 


Program  Audit  Division 


This  division  has  the  responsibility  for  auditing  the  operations  of  the  following 
RRB  bureaus/offices:  Quality  Assurance,  Taxation,  Retirement  and  Survivor 
Benefits,  and  Unemployment  and  Sickness  Insurance.  These  bureaus  are 
involved  with  carrying  out  most  of  the  programmatic  responsibilities  of  the  RRB. 


PROGRAM  AUDIT  DIVISION 
Staff  Allocation 
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Fiscal  and  Administrative  Audit  Division 

This  division  conducts  audits  of  the  activities  of  the  following  RRB  bureaus: 
Fiscal  Operations,  Personnel,  Supply  and  Service,  Field  Service,  Actuary,  Law 
and  Research  and  Employment  Accounts.  It  places  emphasis  on  the  agency's 
overall  financial  accounting  and  reporting  practices,  cash  management,  and  the 
efficient  and  economical  utilization  of  administrative  resources. 


FISCAL/ADMINISTRATIVE  DIVISION 
Staff  Allocation 


Fucal/Admm. 
7 
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Medicare  Audit  Division 

This  division  focuses  its  audits  on  the  operations  of  the  two  RRB  bureaus  that 
are  directly  involved  with  health  care  program  activities:  Bureau  of  Hearings 
and  Appeals  and  the  Bureau  of  Disability  and  Medicare  Operations.  It  conducts 
specialized  reviews  of  the  RRB's  Medicare  Part  B  Carrier  to  identify  potential 
abuses  and  weaknesses  in  the  claims  processing  system. 


MEDICARE  DIVISION 
Staff  Allocation 
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Information  Systems  Audit  Division 


This  division  is  responsible  for  auditing  the  general  and  application  controls  in 
ADP  systems,  and  for  providing  technical  assistance  to  the  other  audit  divisions 
in  such  areas  as  computer  matching,  statistical  sampling,  and  advanced 
computerized  audit  techniques.  It  is  also  responsible  for  the  review  of  the 
RRB's  implementation  of  OMB  Circular  A-123. 


INFORMATION  SYSTEMS  DIVISION 
Staff  Allocation 
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OFFICE  OF  INVESTIGATIONS 


The  Office  of  Investigations  (01)  investigates  fraud  related  to  RRB  benefit 
programs  that  include  Medicare,  disability,  retirement,  unemployment  and 
sickness  insurance  benefits.  01  identifies,  investigates  and  presents  cases  for 
prosecution  concerning  fraud  in  RRB  operations.  01  also  refers  instances  of 
illegal  activities  or  wrongdoing  by  RRB  personnel  to  RRB  management  for 
administrative  action,  or  where  appropriate,  to  the  U.S.  Attorney  for  criminal 
prosecution. 

The  primary  mission  of  the  Office  of  Investigations  includes:  (1)  the 
investigation  of  violations  of  laws,  and  (2)  the  identification  of  weaknesses  in 
program  operations  that  permit  fraud,  waste  and  abuse.  In  FY  92,  OI's  goal  will 
be  the  reduction  of  the  current  backlog  of  investigations.  01  will  also  use 
additional  resources  to  increase  the  number  of  convictions  and  joint  activities 
with  other  agencies.  As  a  result,  01  projects  increased  monetary  benefits  for  the 
RRB  through  additional  fines,  savings  and  dollar  recoveries.  The  OIG  has  still 
been  unable,  even  with  additional  resources,  to  provide  a  credible  deterrent  to 
fraud  in  RRB  programs.  Convictions  and  indictments  have  increased,  fines  and 
penalties  have  increased,  the  number  of  cases  under  investigation  have  increased 
~  still  there  is  no  credible  deterrent. 

We  are  looking  forward  to  working  with  the  new  Chairman  and  his  management 
team.  He,  Board  officials  and  Board  employees  have  been  instrumental  in  the 
predication  of  over  50%  of  all  OIG  investigations. 


INVESTIGATIVE  OPERATIONS 

During  the  past  15  months,  01  again  registered  an  increase  in  statistical 
accomplishments.  A  total  of  133  convictions  and  85  indictments/informations 
were  achieved  by  investigative  personnel.  Over  $2.2  million  were  realized 
through  recoveries,  restitutions,  and  fines.  In  addition,  01  referred  425  cases  to 
U.S.  Attorneys  with  for  prosecutive  consideration. 

At  present,  OI's  headquarters  office  is  organized  into  two  operating  units: 

•  Medicare  and  disability 

•  Retirement,  unemployment  and  sickness  insurance 
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01  has  also  established  an  additional  office  in  Houston,  Texas,  to  allow  for  more 
immediate  coverage  of  criminal  matters  involving  RRB  fraud,  and  to  permit 
closer  case  supervision  with  the  U.S.  Attorney  offices  in  the  southwest.  Plans 
are  now  underway  to  establish  another  01  field  office  in  the  northeast  corridor 
of  the  United  States.  We  believe  such  satellite  posts  will  enhance  OFs 
effectiveness  in  providing  OIG  investigative  coverage  of  RRB  programs  in  areas 
with  significant  numbers  of  railroad  beneficiaries.  These  offices  will  allow  the 
OIG  to  have  more  effective  liaison  with  local  authorities,  and  will  result  in 
reduced  travel  time  and  costs. 


CASELOAD 


01  is  requesting  additional  personnel  to  better  carry  out  its  mandate  to  provide 
comprehensive  investigative  coverage  of  Board  programs.  At  the  close  of 
December  1990,  the  average  01  agent  caseload  was  98.  The  cases  under  review 
have  an  estimated  loss  value  in  excess  of  $17,500,000.  Due  to  the  increased 
wage  match  activity  of  the  RRB,  as  well  as  other  computer  matches  and 
investigative  initiatives,  we  expect  the  caseload  of  2,436  to  increase  substantially 
in  both  the  monetary  value  of  fraud  as  well  as  the  number  of  cases.  The  OIG, 
in  concert  with  the  Chairman,  continues  to  search  for  a  means  of  providing  a 
credible  deterrent  against  fraud  in  RRB  programs.  As  stated  earlier,  no  credible 
deterrent  exists  against  fraud  today.  Increased  staffing  will  permit  01  to  expedite 
the  handling  of  cases  and  to  increase  its  investigative  accomplishments. 
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The  following  table  illustrates  the  steady  increase  in  OI's  caseload. 
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INVESTIGATIVE  RESULTS 


During  FY  90,  convictions  achieved  by  01  reached  the  highest  yearly  level  in 
its  history;  01  achieved  101  convictions  and  78  indictments/informations.  The 
steady  growth  in  01  operational  statistics  is  illustrated  below. 
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INVESTIGATIVE  PRIORITIES 


MEDICARE  AND  DISABILITY 

The  01  Medicare  investigations  unit  has  extended  its  activities  to  the  major 
regions  of  the  country.  01  believes  the  potential  exists  for  the  discovery  of 
millions  of  dollars  in  health  care  fraud.  In  FY  92,  01  will  give  a  high  priority 
to  the  review  of  the  RRB's  Medicare  program.  Over  $650  million  in  Medicare 
benefits  are  paid  annually  by  The  Travelers  Insurance  Company  on  behalf  of  the 
RRB.  01  has  already  identified  and  developed  investigations  on  a  number  of 
Medicare  providers  believed  to  be  involved  in  significant  financial  fraud  against 
the  Medicare  system.  01  agents,  together  with  OIG  auditors,  will  hold  additional 
meetings  with  Travelers'  personnel  to  improve  processing  operations  and  to 
tighten  internal  controls  to  reduce  the  number  of  vulnerable  areas  from  fraud. 
01  will  review  The  Travelers'  claims  and  payment  records  to  identify  and 
develop  evidence  of  suspect  Medicare  billing  practices  by  fraudulent  providers. 
Our  joint  efforts  with  the  Office  of  Inspector  General,  Department  of  Health  and 
Human  Services  will  be  continued  to  increase  the  efficient  use  of  personnel  and 
to  prevent  work  duplication. 

01  will  also  place  a  special  emphasis  on  disability  fraud  investigations,  targeting 
both  fraudulent  medical  providers  and  practitioners  as  well  as  annuitants  who  are 
defrauding  the  RRB.  01  will  use  additional  computer  wage-matches  to  detect 
those  individuals  who  are  receiving  government  disability  benefits  while 
employed.  Such  matches  have  proven  successful  in  the  past,  often  resulting  in 
significant  financial  recoveries  for  the  RRB. 


RETIREMENT,  UNEMPLOYMENT  AND  SICKNESS  INSURANCE 

Additional  agents  will  enable  01  to  expedite  the  investigation  and  resolution  of 
its  current  caseload  of  2,300,  the  majority  of  which  involve  cases  affecting  the 
retirement,  unemployment  and  sickness  insurance  programs.  These  cases  involve 
the  theft  or  fraudulent  cashing  of  RRB  benefit  checks  as  well  as  the  receipt  of 
unemployment  or  sickness  benefits  by  individuals  who  are  working  and  receiving 
wages  from  an  employer. 

01  will  vigorously  pursue  all  suspected  instances  of  fraud,  waste  and  abuse. 
Criminal  prosecutions,  recovery  of  RRB  monies  and  deterrence  of  fraud  remain 
paramount  to  OI's  investigative  efforts. 
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OFFICE  OF  ANALYSIS  AND  INSPECTIONS 


Since  the  OMB  identification  of  management  problems  at  the  RRB,  the  OIG  will 
need  a  vehicle  to  conduct  special  studies  and  quick  turn-around  management 
reviews  to  ensure  that  the  operations  of  the  Board  are  in  conformity  with  OMB 
recommendations  and  Board  agreements.  To  this  end,  in  FY  92,  the  Office  of 
Inspector  General  will  institute  a  third  component  within  the  organization  -  an 
Office  of  Analysis  and  Inspections  (OAI).  The  office  will  begin  operation  with 
four  FTEs,  and  will  provide  the  OIG  with  another  means,  in  addition  to  the 
more  standardized  audit  and  investigative  methods,  to  detect  fraud,  waste  and 
abuse  in  agency  operations. 

At  the  request  of  RRB  or  OIG  management,  the  OAI  will  initiate  program 
inspections  to  identify  weaknesses  and  make  recommendations  for  improvement 
in  the  effectiveness  and  efficiency  in  operating  methods  and  procedures.  The 
addition  of  an  inspections  function  will  enable  the  OIG  to  give  prompt  responses 
to  management  issues,  suspected  problems  or  areas  of  concern.  Timely  proposals 
for  solutions  to  identified  problems  will  be  provided  to  management  in  areas  that 
cannot  afford  a  lengthy  audit  or  investigation.  If  necessary,  further  review  and 
evaluation  will  be  pursued  through  formal  audits  and/or  full  investigations. 

The  staff  of  the  Office  of  Analysis  and  Inspections  will  be  made  up  of 
individuals  of  different  disciplines  and  skills  —  management  and  program 
analysts,  computer  specialists,  persons  with  agency  program  experience,  as  well 
as  audit  or  investigative  skills.  Inspection  personnel  will  also  have  strong 
communication  abilities  to  promote  the  necessary  cooperative  work  environment 
needed  for  ensuring  realistic  solutions  that  can  and  will  be  implemented  by 
agency  management. 

The  office  will  provide  greater  OIG  coverage  with  less  staff,  generate  a  deterrent 
through  greater  OIG  coverage,  and  provide  timely  feedback  to  bureau  directors 
about  current  or  potential  problems  and  new  operations.  OAI  will  enhance  the 
productivity,  the  integrity  and  accountability  of  agency  programs.  This  type  of 
operation  has  proven  very  successful  for  other  Offices  of  Inspector  General.  We 
anticipate  that  establishing  an  inspections  group  will  yield  useful  results  for 
improving  the  day-to-day  operations  of  the  RRB. 
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SUMMARY 


The  Office  of  Inspector  General  is  requesting  increases  in  staffing  and  funding 
for  fiscal  year  1992  to  strengthen  its  ongoing  efforts  in  identifying  waste,  fraud 
and  abuse,  and  in  improving  RRB  operations.  We  will  continue  to  ensure  that 
benefits  are  paid  accurately  and  timely  to  beneficiaries,  and  to  safeguard  the  trust 
funds  from  which  all  benefits  are  paid.  Additional  staffing  will  permit  increased 
OIG  audit  coverage  of  the  nation's  railroad  employers  as  well  as  expanded 
reviews  and  investigations  of  the  Medicare  program  and  health  care  providers. 
Increased  personnel  will  enable  the  OIG  to  handle  the  continued  growth  in  the 
investigative  caseload  as  the  RRB  enters  into  wage  matching  agreements  with 
additional  states. 

The  requested  increases  in  funding  and  staffing  levels  will  increase  our  ability 
to  provide  the  very  best  audit  and  investigative  coverage  to  the  RRB,  and  ensure 
quality  service  to  RRB  beneficiaries  and  their  families. 

In  summary,  the  OIG  priorities  for  FY  92  are  to  monitor  the  RRB's  progress  in 
implementing  the  management  agreement  with  the  Board  and  OMB.  In  addition, 
we  will  continue  to  seek  to  establish  a  credible  fraud  deterrent  where  none  exists 
today.  We  will  also  attempt  to  ensure  that  those  entities  that  pay  into  our  trust 
funds  pay  the  proper  contributions. 
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Summary  pf  Permanent  Positions 


1991  1992 

EST.  EST. 

Executive  Level  IV  1  1 

ES  2  2 

GS/GM-15  2  3 

GS/GM-14  7  7 

GS/GM-13  9  13 

GS-12  21  49 

GS-11  16  13 

GS-10  2  2 

GS-9  16  7 

GS-8  1  2 

GS-7  18  11 

GS-6  1  3 

GS-5  1  6 

GS-4  2  0 

GS-3  _0  _0 

TOTAL  99  119 
Unfilled  positions 

as  of  September  30  _0  _0 

Total  Permanent 
Employment 

(End  of  Year)  99  119 
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Thursday,  May  2,  1991. 
UNITED  STATES  INSTITUTE  OF  PEACE 
WITNESSES 

SAMUEL  W.  LEWIS,  PRESIDENT,  UNITED  STATES  INSTITUTE  OF  PEACE 
CHARLES  NELSON,  EXECUTIVE  VICE  PRESIDENT,  UNITED  STATES  INSTI- 
TUTE OF  PEACE 

CHARLES  SMITH,  GENERAL  COUNSEL,  UNITED  STATES  INSTITUTE  OF 
PEACE 

BERNICE  CARNEY,  ADMINISTRATIVE  OFFICER,  UNITED  STATES  INSTI- 
TUTE OF  PEACE 

Mr.  Hoyer  [presiding].  The  subcommittee  will  now  reconvene. 

At  this  time,  we  will  hear  from  the  United  States  Institute  of 
Peace  from  its  director,  Ambassador  Samuel  W.  Lewis.  Ambassador 
Lewis,  we  are  very  pleased  to  have  you  before  the  subcommittee.  If 
you  would  introduce  those  who  are  with  you  at  the  table  and  then 
proceed.  Your  full  statement,  of  course,  will  be  included  in  the 
record  at  this  time. 

INTRODUCTION  OF  WITNESSES 

Mr.  Lewis.  Thank  you  very  much,  Mr.  Hoyer. 

This  is  Charles  Nelson,  who  is  the  Executive  Vice  President  of 
the  Institute;  and  Charles  Smith,  our  General  Counsel;  and  Mrs. 
Bernice  Carney,  who  is  our  administrative  officer. 

Mr.  Hoyer.  We  welcome  all  of  them  to  the  Committee. 

Opening  Statement 

Mr.  Lewis.  I  rely  on  them  to  help  me  out  here. 

Mr.  Chairman,  since  my  full  statement  has  been  introduced  and 
we  also  have  submitted  voluminous  documentation  to  this  Commit- 
tee on  our  request,  I  thought  I  would  be  very  brief  and  make  a  few 
general  comments  about  the  Institute  to  kick  this  off,  and  then  I 
would  welcome  your  questions. 

We  have  now  been  in  full  operations  for  about  four  and  a  half 
years.  In  that  period,  during  which  I  have  been  president  about 
three  and  a  half  years,  the  Institute  has  increasingly  focused  a 
very  disparate,  wide  legislative  mandate  that  we  were  given  by 
Congress  on  three  broad  areas  of  activity. 

INSTITUTE  MANDATE 

The  first  area  is  the  area  of  research,  making  grants,  fellowships, 
conducting  some  research  ourselves  on  the  nature  of  conflict, 
peace,  and  peace-making. 

The  second  area,  which  is  assuming  last  year  and  this  year  much 
more  priority  in  our  program,  concerns  assisting  our  government, 
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our  Congress,  our  Executive  Branch  to  understand,  first  of  all,  and 
then  to  deal  more  effectively  with,  some  of  the  toughest  current 
issues  in  the  area  of  war  and  peace  that  the  U.S.  gets  involved  in 
around  the  world. 

The  third  area  of  concentration  is  very  well  spelled  out  in  our 
legislative  mandate.  That  is  to  try  to  help  with  the  education  of  our 
kids,  high  school  and  college  kids  in  particular,  to  try  to  convey  to 
them  something  about  the  complexity  of  the  world  in  which  they 
are  going  to  be  living  and  with  which  they  have  to  deal. 

GLOBAL  CHANGE 

Now,  over  the  last  two  years,  and  especially  in  the  year  ahead 
for  which  we  are  asking  a  sizable  increase  in  funds,  these  last  two 
areas  are  getting  priority  attention.  One  reason  is  that  the  world 
has  undergone  enormous  change  in  the  last  two  years. 

There  are  extraordinary  challenges  to  the  United  States  as  a  so- 
ciety in  understanding  and  dealing  with  the  revolutions  in  Eastern 
Europe,  the  new  Soviet  Union,  and  now,  in  particular,  the  post- 
Gulf  crisis  Middle  East,  where  a  major  military  victory  has  pro- 
duced even  more  complicated  problems  for  anybody  concerned 
about  creating  a  more  peaceful  region. 

SPECIAL  MIDDLE  EAST  PROGRAM 

So  we  have  launched  this  special  Middle  East  program  that  I  de- 
scribed in  my  written  statement.  We  did  it  with  very  strong  en- 
couragement from  the  White  House,  from  the  State  Department, 
from  the  Director  of  the  Arms  Control  Agency.  What  we  are  trying 
to  do  is  use  the  resources  that  we  have  now  learned  how  to  use 
over  these  four  years  to  come  up  with  better  ideas  from  a  mixture 
of  scholars,  policy  makers,  and  ex-policy  makers,  and  feed  those 
ideas  informally  and  quickly  into  the  policy  process. 

We  have  already  formed  four  new  working  groups.  I  am  chairing 
two  of  them.  One  deals  with  Arab-Israeli  diplomacy  and  peace 
making;  one  deals  with  arms  control  in  the  Middle  East;  one  deals 
with  U.N.  peacekeeping  efforts  in  the  Gulf;  and  one  deals  with  the 
longer  range  question  of  how  to  strengthen  the  U.N.  to  deal  with 
future  crises. 

Out  of  some  of  these  groups  we  are  already  getting  some  provoca- 
tive ideas  which  we  are  passing,  informally,  both  to  the  Executive 
Branch  and  to  the  Congress.  We  are  not  lobbying  for  policies,  but 
we  are  trying  to  enrich  the  resources  of  the  U.S.  Government,  and 
we  have  been  very  much  encouraged  to  do  this  by  the  Executive 
Branch  and  congressional  Members  such  as  yourself  and  others 
who  are  aware  of  our  work. 

EDUCATION  PROGRAM 

In  the  education  area,  we  are  also  putting  more  and  more  em- 
phasis into  high  school  education.  In  that  area,  we  have  just  fin- 
ished a  special  solicited  grant  program  and  made  ten  important 
grants  for  the  creation  and  strengthening  of  new  curriculum  mate- 
rials for  high  school  students  and  for  universities  on  the  question 
of  international  peace  and  conflict.  We  have  also  continued  the 
production  of  the  video  series  which  I  have  talked  about  at  previ- 
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ous  sessions  here,  a  series  which  amounts  to  a  short  course  in  the 
history  of  the  world  struggle  between  East  and  West  since  World 
War  II.  It  is  now  almost  ready  for  distribution  to  high  school  class- 
rooms. 

We  can  talk  more  about  that  if  either  of  you  gentlemen  would 
like.  It  has  gotten  very  good  initial  reviews  from  teachers  and  from 
educational  experts,  and  is  intended  to  enrich  the  resources  avail- 
able to  high  school  teachers  of  history  and  social  studies. 

We  also,  of  course,  continue  our  national  peace  essay  contest, 
also  directed  to  high  schools.  This  is  to  engage  the  imagination  of 
high  school  students  about  some  of  these  questions  of  peace,  but 
equally  important,  to  help  teach  them  how  to  write. 

And  so  the  material  that  goes  out  with  the  essay  contest  booklets 
gives  a  lot  of  tips  for  students  on  how  to  research  a  topic,  how  to 
write  it,  and  how  to  footnote  it  properly.  The  objective  is  pedagogi- 
cal as  well  as  to  engage  the  interest  of  high  school  students  in 
international  issues  at  that  crucial  point  in  their  life.  It  has  been 
widely  applauded  by  governors,  Congressmen,  Senators,  and  state 
educators  across  the  country. 

Now,  those  are  only  some  of  the  things  we  are  doing  in  educa- 
tion. The  whole  weight  of  our  effort  remains  divided  in  these  three 
general  areas,  and  there  are  a  lot  of  details.  Our  program  is  broad 
and  some  might  say  scattered  because  our  mandate  is  very  broad. 

But  I  think  when  you  aggregate  it  in  this  form,  you  can  see  that 
we  are  moving  steadily — last  year,  this  year,  and  next  year — 
toward  more  and  more  direct  involvement  with  current,  serious 
issues  of  peace  and  war  that  engage  our  nation,  and  more  direct 
involvement  with  the  educational  challenge  of  our  students  and 
our  parents  around  the  country. 

With  that,  Mr.  Chairman,  I  would  like  to  stop  and  invite  your 
questions. 

[The  statement  of  Ambassador  Lewis  follows:] 
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Mr.  Chairman  and  Members  of  the  Subcommittee,  we  are  submitting  the  fiscal  year 
1992  budget  request  of  the  United  States  Institute  of  Peace  at  a  special  time  in  world 
history.  Kuwait  is  liberated  and  war  in  the  Gulf  is  over,  yet  a  stable  peace  in  that 
region  is  anything  but  assured.  The  Cold  War  has  ended,  but  Eastern  Europe  remains 
highly  unsettled,  and  the  Soviet  Union  slides  rapidly  toward  economic  disaster  and 
internal  upheaval.  In  other  parts  of  the  world,  many  intrastate  and  international 
conflicts  continue  to  smolder,  from  Southeast  Asia  to  the  Horn  of  Africa  to  Central 
America.  At  the  same  time,  however,  constructive  forces  are  also  at  work:  an 
increasingly  integrated  European  Community  is  taking  shape;  democracy  is  taking  root 
in  many  nations;  the  United  Nations  begins  to  demonstrate  an  ability  to  play  more  of 
the  peacemaking  and  peacekeeping  roles  originally  planned  for  it;  and  a  number  of 
regional  conflicts  offer  some  hope  of  resolution.  Plainly,  the  Institute's  work  is  more 
timely  than  ever. 

Mr.  Chairman,  I  appreciate  the  opportunity  to  appear  before  you  today  to  discuss  the 
Institute's  budget  request,  and  how  some  of  these  developments  relate  to  it.  After 
summarizing  our  request,  I  will  devote  most  of  my  testimony  to  the  Institute's  activities 
concerning  the  Middle  East.  Next,  I  will  highlight  other  priority  projects  and  concerns 
involving  Central  and  Eastern  Europe,  the  Soviet  Union,  and  other  parts  of  the  Third 
World.  I  would  then  like  to  add  some  comments  about  the  growth  of  the  Institute's 
activity  in  the  field  of  education,  one  of  the  prime  areas  of  responsibility  of  this 
Subcommittee. 


FISCAL  YEAR  1992  BUDGET  REQUEST 

For  fiscal  year  1992,  the  Institute  seeks  an  appropriation  of  $1 1.918.000.  Our  request 
has  two  components: 

'$10.243.000  for  programs  planned  before  the  military  engagement  in  the  Gulf 
began  on  January  16.  1991.  including  initial  funding  for  the  Spark  M. 
Matsunaga  Medal  of  Peace,  authorized  by  Congress  as  one  of  its  last  acts  in 
1990. 
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675.000  for  additional  activities  planned  after  January  16.  1991.  as  part  of 
the  Institute's  new  Special  Program  in  Middle  East  Peacemaking  and  Conflict 
Resolution. 

The  Institute's  authorization  of  appropriations  for  fiscal  year  1992  is  $15,000,000. 
For  fiscal  year  1992,  the  President's  Budget  Request  contains  a  "no  growth"  figure  of 
$8,911,000,  derived  from  our  fiscal  year  1991  funding  level  of  $8,393,000*  plus  an 
inflation  factor.  The  Institute's  1992  request  of  $11,918,000  is  thus  $3,018,000 
higher  than  the  President's  Budget  Request  and  $3,525,000  over  the  fiscal  year  1991 
funding  level.  This  substantial  increase  is  needed  for  the  Institute  to  respond 
adequately  to  the  current  international  agenda. 


SPECIAL  MIDDLE  EAST  PROGRAM  IN  PEACEMAKING  AND 
CONFLICT  RESOLUTION 

With  the  coalition's  victory  in  the  Gulf  war,  the  next  18  to  24  months  will  be  a  critical 
time  for  the  United  States  and  for  those  other  nations  seeking  to  construct  a  more 
peaceful,  prosperous,  just,  and  durable  order  in  the  Middle  East.  The  obstacles  are,  of 
course,  enormous.  Iraq's  attack  on  Kuwait  and  its  dramatic  aftermath  have  fractured 
the  Arab  political  system  in  an  unprecedented  way.  Iraq  remains  in  the  grip  of  an  evil 
tyrant,  but  civil  upheavals  still  threaten  him  and  the  unity  of  the  state.  Meanwhile, 
America's  humanitarian  response  to  war's  tragic  aftermath  in  Kurdistan  and  other  areas 
threatens  to  immerse  there  both  the  United  States  and  the  United  Nations  in  an 
unprecedented  and  prolonged  fashion.  Political  and  social  forces  from  Iran  to 
Mauritania  are  in  ferment,  and,  in  the  wake  of  the  war,  several  Arab  regimes  are  at  risk 
from  divisions  between  rulers  and  ruled  that  the  crisis  sharpened.  The  Palestinian 
movement  is  in  crisis.  Arab-Israeli  peace  has  again  surged  high  on  the  agenda  for 
U.S.  diplomacy.  Turkey's  return  as  a  major  Middle  East  player  rearranges  traditional 
power  relationships.  The  list  of  complications  for  peacemakers  is,  indeed,  very  long. 

Yet,  the  war  has  changed  so  much  that  the  major  diplomatic  initiatives  now  under  way 
by  the  United  States  and  others  seem  inevitable — not  merely  to  restore  the  previous 


*  For  fiscal  year  1991,  the  Institute's  appropriation  was  initially  58,600,000.  This  amount  was  reduced  to 
$8,393,000  by  a  budget  reconciliation  measure. 
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status  quo  between  Iraq  and  Kuwait,  but  to  try  to  knit  together  a  stronger  fabric  of 
regional  peace  and  security  in  the  Gulf  and  the  Arabian  Peninsula  and  between  Israel 
and  its  Arab  neighbor-enemies. 

To  help  further  this  effort,  the  Institute  has  established  a  "Special  Middle  East  Program 
in  Peacemaking  and  Conflict  Resolution,"  under  my  direction,  to  be  coordinated  by  a 
senior  Middle  East  specialist  with  broad  experience  in  the  Arab  world.  The  first 
coordinator  is  Ambassador  Hume  Horan,  most  recently  U.S.  Ambassador  to  Saudi 
Arabia  and  previously  our  Ambassador  to  the  Sudan  and  to  Cameroon.  We  have 
already  launched  this  Special  Program  with  funds  being  reprogrammed  at  great 
difficulty  from  ongoing  programs.  However,  after  September  30,  1991,  this  priority 
effort  will  be  dependent  on  the  Institute's  obtaining  the  sizable  additional  funds  we  are 
requesting  for  fiscal  year  1992. 

The  Special  Program  will  have  several  component  activities  with  differing  time 
horizons.  For  example,  with  strong  encouragement  from  the  Policy  Planning  Staff  of 
the  Department  of  State,  the  National  Security  Council  staff  at  the  White  House,  and 
the  Arms  Control  and  Disarmament  Agency,  the  Institute  has  already  convened  several 
different  groups  of  experts  to  examine  some  of  the  major  topics  for  post-war  planning 
now  under  urgent  review  within  the  U.S.  government.  These  study  groups  will  feed 
ideas  informally  to  the  Executive  Branch,  the  Congress,  and  the  public  as  they  are 
debated  and  distilled.  These  groups  include  both  outstanding  scholars  and  experienced 
public  officials;  they  are  addressing  topics  such  as: 

The  Middle  East  Arms  Race:  how  to  control  and  reverse  it;  mechanisms  for 
halting  proliferation  of  ballistic  missiles,  chemical  and  biological  weapons,  and 
nuclear  capabilities;  negotiating  techniques;  confidence-building  measures;  and 
the  transferability  of  lessons  from  East- West  arms  control  negotiations  to  the 
multipolar  Middle  East  arena. 

Arab-Israeli  Peacemaking:  how  best  to  create  an  effective  negotiating  process 
involving  Israel,  key  Arab  States,  and  representative  Palestinians;  lessons  from 
prior  Middle  East  negotiations  which  need  recalling  for  policymakers  with 
special  attention  to  the  history  and  lessons  of  multilateral  conference  diplomacy 
in  the  Middle  East  since  the  1930s. 
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Multilateral  Peacekeeping  Arrangements  in  the  Gulf  Region:  the  role  of  the 
United  Nations  in  general  and  in  particular  the  respective  roles  of  U.S.  forces, 
other  foreign  forces,  Arab  forces,  and  UN  peacekeeping  forces;  how  to  apply 
lessons  from  other  UN  peacekeeping  operations  to  the  deployment  of  UN 
peacekeeping  and/or  other  observer  groups  in  the  Gulf  region. 

Lessons  from  the  Gulf  Crisis  for  Strengthening  the  United  Nations  and 
Collective-Security  System  Against  Aggression:  how  to  achieve  an  operational, 
global  security  system  under  the  UN  Charter  to  confront  and  deter  future  threats 
of  aggression. 

Future  Course  of  Political/Social  Dynamics  in  the  Arab  World:  prospects  for  the 
inter-Arab  system;  regime  stability;  democratic  pluralism;  religious 
fundamentalism  and  peacemaking;  and  economic  justice  pressures  on  Arab 
regimes. 

An  important  part  of  the  Special  Coordinator's  role  will  be  to  extract  from  other 
Institute-supported  work — especially  the  results  of  past  and  current  grants  and 
fellowships — those  creative  insights  directly  relevant  to  the  new  Middle  East  peace 
agenda  and  to  see  that  they  are  disseminated  to  key  target  audiences.  The  Institute  will 
employ  aU  its  tools  in  support  of  this  Special  Program,  including  solicited  grants, 
additional  resident  fellows  from  the  Middle  East  region,  special  library  resources, 
contracts  with  external  researchers,  informal  study  groups,  international  expert 
advisors,  formal  working  conferences,  and  our  publications,  marketing,  and  public 
affairs  operations.  The  Special  Middle  East  Program  should  command  priority 
attention  by  the  Institute  for  the  next  two  to  three  years,  funds  permitting. 

In  short,  by  using  our  convening  power  and  the  variety  of  mechanisms  developed  at 
the  Institute  over  the  past  five  years,  we  are  melding  the  ideas  and  experience  of 
leading  international  experts,  American  and  foreign,  to  help  provide  a  more  solid 
intellectual  substructure  for  a  protracted  period  of  negotiation  toward  a  more  peaceful 
Middle  East  system. 
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EASTERN  EUROPE  AND  THE  SOVIET  UNION- 
VITAL  U.S.  INTERESTS  AT  STAKE 

Since  the  beginning  of  the  Gorbachev  era,  the  Soviet  Union  and  Central  and  Eastern 
Europe  have  experienced  dramatic  changes  involving  a  sharp  decline  in  East-West 
tensions,  reductions  in  military  forces,  and  moves  toward  democratic  government  and 
the  opening  of  economies  to  competition.  Institute  projects  responsive  to  these 
changes  include:  a  study  group  that  met  during  the  last  half  of  1989  and  produced  a 
report  distributed  to  key  policymakers  and  others  in  early  1990  about  the  future 
prospects  for  conflict  or  peace  in  Central  and  Eastern  Europe  •  a  conference  on  ethnic 
disputes  and  the  rule  of  law  in  Central  and  Eastern  Europe  scheduled  for  June  1991, 
preceding  the  CSCE  summer  round  of  talks  on  the  "human  dimension,"  to  be  held 
jointly  by  the  Institute  and  the  Smithsonian's  Woodrow  Wilson  Center  and  to  include 
both  Eastern  European  and  American  experts  •  meetings  between  American  and  Soviet 
historians,  under  the  banner  of  the  Institute  and  of  a  research  arm  of  the  Soviet  Foreign 
Ministry,  on  the  origins  of  the  Cold  War,  followed  by  the  Foreign  Ministry's  opening 
of  its  archives  to  western  scholars  •  seminars  in  Moscow  and  Leningrad  on  the 
separation  of  powers,  human  and  civil  rights,  and  other  aspects  of  the  rule  of  law,  co- 
chaired  by  the  Institute  and  the  Department  of  Justice  with  participation  from  the  State 
Department,  USIA,  and  the  USSR  Academy  of  Science's  Institute  on  State  and  Law  • 
conflict  resolution  training  in  Moscow  and  Warsaw  by  an  Institute  grantee  •  an 
Institute- sponsored  survey  of  American  initiatives  on  democracy,  constitutionalism, 
and  the  rule  of  law  in  Central  and  Eastern  Europe  •  several  studies  by  Institute  fellows 
of  changes  in  countries  once  behind  the  iron  curtain,  carried  out  by  a  former  Czech 
diplomat,  a  Soviet  economist,  a  Soviet  historian,  and  an  American  filmmaker  •  a  five- 
part  video  series  for  high  school  and  community  classroom  use  on  the  history  of  East- 
West  relations  since  the  end  of  World  War  II. 

OTHER  THIRD  WORLD  CONFLICTS 

In  addition  to  its  work  on  the  Middle  East,  the  Soviet  Union,  and  Central  and  Eastern 
Europe,  the  Institute  is  continuing  a  concentration  on  Third  World  conflicts,  as 
exemplified  by  (1)  our  3-day  conference  in  October  1990  on  Third  World  conflicts  and 
conflict  resolution,  featuring  Institute  grantees  and  fellows,  including  a  special  panel 
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diplomatic  and  other  non-military  responses  to  the  Gulf  crisis,  and  (2)  a  working  group 
on  religious  intolerance  and  discrimination,  covering  Ukraine,  Sri  Lanka,  Lebanon, 
Nigeria,  Sudan,  Tibet,  and  Israel. 

On  Latin  America,  the  Institute  is  concentrating  primarily  on  the  process  of  national 
reconciliation  in  countries  with  violent  internal  conflicts,  and  on  the  role  of 
international  organizations,  such  as  the  Organization  of  American  States  (OAS).  The 
OAS  and  the  Institute  are  carrying  out  a  review  of  the  OAS  role  in  conflict  resolution 
and  how  it  can  be  strengthened.  Related  activities  include  a  solicited  grant  competition 
on  issues  of  peace,  conflict,  and  governance  in  Latin  America,  and  both  grant  and 
fellowship  projects  on  relationships  between  democracy  and  internal  violence  in  Peru, 
Colombia,  El  Salvador,  and  Guatemala. 

INCREASED  EDUCATIONAL  PROGRAMMING 

A  major  part  of  the  Institute's  legislative  mandate  is  to  enhance  public  understanding  of 
the  complex  nature  of  the  search  for  peace  with  freedom  and  justice.  To  this  end,  we 
have  targeted  special  audiences  and  used  our  limited  resources  in  ways  designed  to 
produce  maximum  multiplier  effects.  Priority  audiences  for  educational  impact  thus  far 
have  been  high  school  students  and  teachers,  college  and  graduate  school  students  and 
faculty,  individual  and  organizational  opinion  leaders,  and  members  of  the  general 
public  who  have  a  special  interest  in  peace  and  international  affairs. 

Curriculum.  Materials  Development  and  Teacher  Training.  In  fiscal  year  1991,  for  the 
first  time,  our  solicited  grant  program  focused  on  the  development  of  educational 
materials  and  teacher  training  programs  in  international  peace,  conflict  resolution, 
human  rights,  and  security  studies.  The  result  doubled  the  Institute's  previous  funding 
for  grants  of  this  type.  From  a  field  of  52  applicants,  the  Institute  approved  10 
substantial  grants  for  these  curriculum  development  and  teacher  training  projects  to 
institutions  in  various  states  all  across  the  country. 

We  expect  some  of  these  projects,  for  example,  to  demonstrate  how  college  and 
university  faculty  and  teams  of  teacher-leaders  can  work  together  in  assisting  senior 
high  school  teachers  in  instructing  their  students  about  the  role  of  the  United  States  in 
international  peace  and  conflict  resolution  since  the  end  of  World  War  II.  Other 
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projects  will  produce  material  for  college  and  secondary  school  students  on  the  nature 
and  consequences  of  conflicts  emanating  from  national,  religious,  and  ethnic 
differences  with  approaches  for  managing  such  conflicts. 

Educational  Video  Programming.  The  Institute  has  now  completed  three  half-hour 
video  programs  for  high  school  teaching:  each  has  two  modules  to  enhance  classroom 
flexibility  and  is  accompanied  by  a  printed  teacher  guide.  The  first  explains  the  origins 
of  the  Cold  War,  the  second  illustrates  East- West  negotiating  efforts  with  a  focus  on 
the  Eisenhower-Khruschev  summit  negotiations,  and  the  third  recounts  the  dramatic 
story  of  the  origins  and  evolution  of  the  generally  peaceful  revolutions  in  Eastern 
Europe.  The  video  series  will  be  completed  in  1991,  with  two  additional  programs 
following  the  same  two-part  model  with  instructional  guides;  both  describe  other 
aspects  of  U.S. -Soviet  relations  from  the  early  1960s  to  the  present.  The  series  is 
being  marketed  by  the  Encyclopaedia  Britannica  Educational  Corporation.  With  VCRs 
increasingly  plentiful  in  schools  across  the  country,  the  teacher  can  select  at  will  the  full 
half-hour  or  any  one  or  more  of  the  modules  to  enrich  existing  history  and  social 
studies  courses.  All  five  videos  are  of  public  broadcast  quality  and  the  Southern 
Educational  Communications  Association  will  distribute  them  to  PBS  stations  for 
prime-time  viewing. 

Essay  Contest.  The  Institute's  National  Peace  Essay  Contest  for  high  school  students 
is  thriving.  In  1989-1990  student  participation  across  the  country  and  from  overseas 
American  high  schools  tripled.  In  the  1990-1991  National  Peace  Essay  Contest  that  is 
now  nearing  completion,  we  estimate  that  approximately  10,000  students  are  taking 
part  in  the  writing  exercise.  State  first-place  winners  will  travel  to  Washington  in  June 
for  a  week-long  awards  program.  The  contest  continues  to  receive  high  praise  from 
governors,  members  of  Congress,  and  educators  at  all  levels  throughout  the  country. 

CONCLUSION 

Mr.  Chairman,  this  is  my  first  presentation  to  you  in  my  second  three-year  term  as 
president  of  the  United  States  Institute  of  Peace.  Since  I  first  appeared  before  you 
three  years  ago,  the  Institute  has  grown  and  matured.  We  are  now  in  a  strong  position 
to  make  important  contributions  to  our  national  response  to  the  fast-changing  world 
situation.  The  increased  funding  we  are  requesting  is  modest  when  compared  to  the 
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enormity  of  the  challenge.  Full  funding  of  this  fiscal  year  1992  budget  request  will 
allow  us  to  perform  more  of  the  role  for  which  we  were  created.  On  the  other  hand, 
funding  at  the  level  included  in  the  President's  budget  would  remove  possibilities  for 
growth  and  make  it  impossible  for  us  to  respond  adequately  to  the  challenges  and 
opportunities  now  before  us  in  the  Middle  East  and  elsewhere. 

For  these  reasons,  I  urge  you  and  your  colleagues  on  the  Subcommittee  to  give  your 
full  support  to  our  budget  request. 
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REDUNDANCY 

Mr.  Hoyer.  Mr.  Ambassador,  I  have  a  series  of  questions  here, 
and  I  will  ask  them,  but  I  want  to  lead  off  with  a  question  that  I 
think  is  a  concern  of  some  members.  Why  is  the  work  of  your  Insti- 
tute not  redundant? 

That  is  to  say,  why  is  it  not  work  that  is  being  done  for  the  State 
Department,  for  the  Defense  Department,  perhaps  for  the  Depart- 
ment of  Education  and/ or  academia,  itself,  the  various  universities 
around  the  country?  Because  I  really  think  that  is  the  key. 

Some  of  us  have  the  premise  that  it  is  unique,  but  I  think  the 
key  criticism  is,  and  legitimate  criticism,  if  that  question  can't  be 
answered,  is  that  we  are  spending  money  on  work  that  is  being 
done  in  other  places  with  agencies  or  departments  that  have  simi- 
lar, if  not  convergent,  responsibilities. 

Mr.  Lewis.  Well,  you  know,  I  asked  myself  the  question  that  you 
are  asking  when  I  was  first  asked  to  take  this  job:  why  this  Insti- 
tute? I  think  now  that  I  can  see  a  series  of  answers  that  satisfy 
me,  whether  they  satisfy  everyone  or  not.  It  is  clear  that  there  isn't 
any  institution  that  does  the  range  of  things  which  we  try  to  do. 

There  isn't  any  institution,  public  or  private,  that  supports  with 
grants  and  fellowships  a  wide  variety  of  research  and  education 
projects,  and  at  the  same  time,  acts  as  a  bridge  in  the  "think  tank" 
mode  between  government  and  academia.  And  these  two  activities 
reenforce  each  other. 

Moreover,  one  of  the  key  reasons  that  the  Institute  was  created 
was  to  be  an  independent  national  institution  devoted  to  education, 
research,  and  policy  issues  in  the  peace  and  conflict  field.  There 
are  lots  of  think  tanks  and  there  are  lots  of  universities  that  do 
some  things  somewhat  similar  to  what  we  do. 

They  all,  one  way  or  another,  are  beholden  to  somebody,  some 
rich  donor,  some  interest  group,  some  variety  of  sources  of  funds. 
And  the  reason  that  public  financing  was  deemed,  I  am  told,  to  be 
important  for  our  institution  was  exactly  this  point:  that  as  a  na- 
tional research  and  education  institution,  we  could  avoid  being  sub- 
ject to  anybody's  influence. 

We  can  spread  a  wide  umbrella,  as  we  have  tried  to  do,  across 
every  serious  approach  to  the  problems  of  increasing  peace  in  the 
world.  We  can  fund  and  do  fund  the  most  disparate  kinds  of  indi- 
vidual views,  so  long  as  they  are  serious,  so  long  as  they  have 
something  to  contribute  to  the  national  debate  about  these  kinds  of 
questions. 

I  found  when  I  was  in  the  government — and  one  of  the  jobs  I 
had,  you  may  recall,  was  that  of  Deputy  Director  of  our  policy 
planning  staff  in  the  State  Department — I  found  that  there  was  a 
remarkable  inability  in  the  U.S.  Government  to  figure  out  a  way  to 
get  better  ideas  out  of  scholars  and  into  the  policy  process. 

The  two  worlds  spoke  different  languages.  There  wasn't  any  easy 
way  to  translate  the  big  fancy  book  based  on  research  into  the 
policy  problem  that  was  being  dealt  with  that  week  in  the  State 
Department.  We  tried,  but  we  really  didn't  do  very  well  at  it. 

We  have  succeeded  in  the  Institute  in  these  three  last  years,  I 
think,  in  finding  ways  to  help  build  that  bridge.  We  have  brought 
together  people  from  both  worlds  under  our  neutral,  non-political 
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sponsorship,  and  we  are  producing  the  kinds  of  resource  inputs  for 
the  government  from  the  scholars  and  from  their  direct  interaction 
with  government  officials  that  nobody  else  is  providing. 

While  some  people  are  doing  things  somewhat  like  us,  I  honestly 
think  we  are  unique,  and  these  are  only  some  of  the  ways  that  we 
are  unique. 

Mr.  Hoyer.  A  fair  characterization  of  what  you  have  just  said  is 
you  attempt  to  synthesize  the  basic  research  that  is  being  done  per- 
haps in  other  institutions,  academic  institutions,  synthesize  that 
|  into  practical  application? 

|  Mr.  Lewis.  That  is  one  of  the  main  things  we  are  doing,  and  that 
is  particularly  obvious  in  these  new  Middle  East  study  groups  that 
I  mentioned.  What  we  have  done  there  is  get  practitioners  and  aca- 
demics together  to  look  at  certain  current  policy  issues,  draw  on 
the  research  of  the  scholars,  force  them  to  interact  over  several 

|  hours  at  a  time  with  the  people  dealing  with  the  daily  issues,  and 
then  come  out  with  a  very  brief,  readable  piece  of  paper  that  can 
be  disseminated  on  the  Hill  and  in  the  Executive  Branch  in  a 

|  timely  way  while  the  issues  are  still  being  discussed. 

|  We  are  doing  that  this  very  week,  for  example,  on  arms  control 
in  the  Middle  East,  a  subject  that  is  very  central  to  the  administra- 
tion's and  to  the  Congress'  concerns  about  the  post-war  era  in  that 

I  region. 

Mr.  Hoyer.  Let  me  defer  to  Mr.  Early,  because  he  has  to  leave 
early,  and  he  is  interested  in  this  issue. 

NATIONAL  PEACE  ESSAY  CONTEST 

Mr.  Early.  Thank  you,  Mr.  Chairman,  I  appreciate  the  courtesy 
of  Mr.  Lewis. 

As  you  know,  I  am  not  a  strong  advocate  for  the  Peace  Institute. 
However,  I  must  say  that  your  testimony  has  been  much  more  in- 
formative than  that  of  your  predecessor.  You  certainly  speak 
highly  of  the  Institute,  but  I  am  still  a  little  skeptical. 

Now,  is  the  Institute  more  directed  toward  students  at  the  sec- 
ondary level  or  not? 

Mr.  Lewis.  In  the  education  sector  of  our  work,  a  majority  of  our 
resources  is  going  still,  I  think,  to  the  college  level,  with  an  increas- 
ing proportion  towards  the  secondary  level. 

Mr.  Early.  Can  you  break  down  for  the  Committee  what  percent 
of  your  budget  goes  to  organizing  and  running  the  essay  contest? 

Mr.  Lewis.  That  runs  about  $290,000  out  of  the  total  budget,  and 
it  

Mr.  Early.  What  does  that  do? 

Mr.  Lewis.  What  it  does?  It  does  several  things.  First  of  all,  it 
advertises  around  the  country  the  fact  that  there  is  an  essay  con- 
;  test.  This  is  a  brochure  which  is  distributed  to  schools  all  over  the 
country.  It  also  helps  to  recruit  judges. 

Mr.  Early.  Does  it  go  to  every  public  high  school? 

Mr.  Lewis.  It  goes  to  every  school  district  administration  and  di- 
rectly to  every  social  studies  teacher  in  both  public  and  private 
schools.  We  then  get  a  network  of  teachers  from  all  over  the  coun- 
try who  are  quite  eager,  actually,  to  serve  as  coordinators  in  their 
schools. 
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The  first  level  is  the  teacher,  herself,  in  the  school.  Usually  a 
social  studies  teacher,  sometimes  an  English  teacher,  will  encour- 
age her  students  to  enter,  be  interested  in  this  contest.  Then  she 
often — or  he — will  use  it  as  a  way  of  getting  students  into  the  busi- 
ness of  writing  difficult  kinds  of  essays  and  about  subjects  in  inter- 
national affairs,  tasks  they  don't  often  face. 

Mr.  Early.  Then  what  happens  with  the  essays? 

Mr.  Lewis.  Then  the  school  makes  a  judgment.  An  essay  has  to 
be  good  enough  to  be  published  in  a  school  newspaper  before  it  is 
eligible  for  the  contest,  so  the  first  judging  is  at  that  level,  by  the 
teachers  in  the  school. 

The  ones  that  are  published  by  the  school  then  are  sent  to  the 
Institute.  We  send  them  to  state  level  judges  whom  we  recruit  from 
all  over  the  country.  That  step  determines  the  three  state  level 
winners.  Each  first  place  winner  comes  to  Washington  and  their 
essays  compete  for  national  prizes. 

Our  board  members  review  the  state  winners  and  vote  on  the  top 
three  for  the  nation,  and  those  winners  receive  sizeable  college 
scholarships.  That  is  the  sequence. 

Then  we  publish  the  best  essays  from  each  state  in  a  volume  and 
give  it  to  the  winning  students,  and  we  send  a  short  version  back  to 
each  school  that  took  part  in  the  exercise. 

Mr.  Early.  So  for  the  whole  essay  contest,  you  spend  less  than 
$500,000? 

Mr.  Lewis.  Yes,  sir,  far  less. 

Mr.  Early.  Now,  I  still  don't  know  how  the  mission  of  the  Insti- 
tute is  different  from  what  other  agencies  do  as  far  as  educating 
scholars.  You  also  spoke  of  the  need  for  an  additional  $1,670,000  be- 
cause of  the  Iraq  War.  I  have  a  lot  of  problems  with  that,  Mr. 
Lewis. 

Mr.  Lewis.  Well,  what  can  I  say  is  different?  I  say  we  are  differ- 
ent because  there  is  no  institution  that  has  the  mandate  we  have: 
to  encourage  serious  research,  to  work  with  the  policy  community 
to  help  them  deal  with  current  issues,  and  to  help  educate  the 
public,  particularly  students,  about  the  problems  of  peace  and  war. 
No  other  agency  has  that  mandate. 

There  are  people  who  do  pieces  of  it,  but  it  is  not  done  in  any  one 
place.  As  far  as  the  increase  is  concerned,  I  think  we  have  tried  to 
demonstrate  that  after  this  war,  in  which  we  spent  many,  many 
billions  of  dollars — fortunately  not  so  many  American  lives,  but  a 
lot  of  Middle  Eastern  lives — the  Middle  East  again  has  jumped 
back  into  the  public  and  the  policy  priority  consciousness.  For  the 
next  two  or  three  years,  a  tremendous  amount  of  our  government's 
effort  is  going  to  go  willy-nilly  into  trying  to  sort  out  the  leftover 
issues  of  security  and  peace  that  the  war  did  not  resolve. 

Now,  I  have  been  encouraged,  as  I  said,  not  only  by  the  State  De- 
partment, but  by  Brent  Scowcroft  in  the  White  House,  others  in 
the  White  House,  others  in  this  Congress  to  take  the  resources  of 
the  Peace  Institute,  which,  over  three  or  four  years,  we  have  now 
developed  into  a  very  productive  enterprise  for  addressing  conflict 
issues  around  the  world,  and  to  assist  our  government  in  dealing 
with  these  residual  byproducts  of  this  war. 

So  that  is  why  we  set  up  the  special  Middle  East  program.  The 
$1,675,000  which  we  have  asked  for  to  fund  it  over  the  next  fiscal 
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year  is  a  lot  of  money.  It  is  not  a  lot  of  money  by  comparison  with 
the  size  of  the  problems,  but  it  is  a  lot  of  money. 

Mr.  Early.  I  agree  with  your  comments  in  general.  You  said  you 
sat  down  with  the  White  House  advisors,  et  cetera,  yet  they  still 
level  fund  you.  They  didn't  level  fund  you  because  of  your  man- 
date— you  can  come  back  with  whatever  level  you  want. 

I  just  have  problems.  I  am  going  to  ask  you  to  put  into  the  record 
what  you  think  the  difference  of  the  Peace  Institute  is  from  what 
other  agencies  are  doing  with  regard  to  the  Middle  East  and  schol- 
ars. 

I  am  glad  you  were  able  to  alleviate  my  concerns  on  how  the  In- 
stitute spends  the  $300,000  for  the  essay  contest,  which  was  origi- 
nally my  major  problem.  I  assure  you,  I  will  read  your  entire  state- 
ment. You  certainly  have  a  great  number  of  friends,  and  they  are 
friends  out  of  respect  of  your  previous  performance,  and  I  appreci- 
ate that.  But,  I  still  don't  think  I  have  come  down  on  the  side. 

I  don't  have  power  over  this,  I  am  not  a  Caucus  Chairman,  but  I 
assure  you  I  am  going  to  look  closely  at  your  statement. 

Mr.  Lewis.  I  will  be  happy  to  try  to  say  it  better. 

Mr.  Early.  No,  you  say  it  just  fine.  However,  I  want  to  be  able  to 
see  what  you  write  so  I  can  compare  your  statement  with  what 
other  agencies,  and  what  they  are  requesting  funds  for. 

I  don't  have  any  permanent  animosity  towards  anyone  at  that 
table.  It  was  just  the  last  witness  I  heard  who  testified  for  the  Insti- 
tute was  the  worst  witness  in  all  my  18  years  here,  and  I  couldn't 
support  it  under  those  conditions. 

Mr.  Chairman,  thank  you  very  much  for  letting  me  go  out  of 
turn. 

[The  information  follows:] 
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So  far  as  I  know,  no  other  federal  agency  conducts  any  program  on  the  Middle 
East  even  remotely  similar  to  ours.  The  Department  of  State's  Policy  Planning 
Staff  does  occasionally  invite  a  few  scholars  to  discuss  selected  current  issues, 
and  its  Bureau  of  Intelligence  and  Research  has  in  the  past  commissioned  a  small 
amount  of  research  by  outside  scholars.  However,  over  the  past  fifteen  years, 
during  which  Middle  East  issues  have  frequently  been  near  the  top  of  U.S. 
diplomatic  priorities,  only  a  tiny  proportion  of  even  this  minimal  effort  has  been 
directed  toward  Middle  East  problems.  Nor  has  there  been  any  serious  attempt 
made  to  seek  out  important  work  on  the  Middle  East  being  produced 
independendy  by  scholars  and  to  make  its  results  easily  available  to  policymakers. 

As  I  tried  to  explain  in  my  oral  testimony,  the  U.S.  Institute  of  Peace  is  uniquely 
placed  among  federal  institutions  to  fill  this  gap.  Moreover,  we  have  been 
strongly  encouraged  to  do  so  by  the  Secretary  of  State's  designee  on  our  Board  of 
Directors;  by  the  Director  of  the  State  Department's  Policy  Planning  Staff;  by  the 
Director  of  the  Arms  Control  and  Disarmament  Agency,  also  a  member  of  our 
Board  of  Directors;  by  senior  officials  of  the  National  Security  Council;  by  other 
State  Department  officials  actively  engaged  in  Middle  East  policy-making;  and  by 
members  of  Congress  and  Congressional  staff. 

Unlike  several  private  policy  "think  tanks"  concerned  with  influencing  U.S. 
policy  toward  the  Arab-Israeli  conflict  and  other  persistent  Middle  East  issues,  the 
Congressionally-funded  Institute  is  totally  nonpartisan  and  independent  of  any 
donor  influence  on  its  work.  It  can  and  does  support  both  basic  and  applied 
scholarly  research  on  Middle  East  issues  which  directly  affect  U.S.  policy 
decisions;  then  it  provides  the  results  to  officials  in  the  Administration  and  in  the 
Congress,  both  by  oral  briefings  and  in  brief,  readily  digestible  written  reports. 

Our  special  charter  from  Congress  enables  the  Institute  not  only  to  make  grants  to 
scholars  and  to  select  fellows  to  work  with  us  in  residence  at  the  Institute,  but 
also  to  commission  individual  contract  research  and  to  convene  expert  working 
groups  to  examine  key  issues  collectively.  These  issues  prominently  include 
those  we  are  currently  tackling  on  aspects  of  the  post-Gulf  war  Middle  East,  all  of 
which  topics  were  selected  after  consultation  with  key  government  officials,  about 
priority  research  needs,  (e.g.,  Useful  Lessons  from  Past  U.S.  Efforts  to  Mediate 
Arab-Israeli  Peace;  Arms  Control  Possibilities  for  the  Middle  East  Region; 
Deterring  Future  Arab-Israeli  Wars;  and  Strengthening  UN  Capabilities  to 
Respond  to  Future  Middle  East  Crises.) 

The  Institute's  independent  government  character  enables  us  to  bring  together 
American  and  foreign  scholars  and  policy  officials  on  neutral  ground  and  to 
provide  informal  bridges  between  these  two  communities  which  help  break  down 
barriers  that  have  long  discouraged  policy  officials  from  seeing  much  relevance  in 
scholarly  research  to  their  own  daily  needs.  We  have  a  foot  in  both  worlds:  the 
world  of  government  and  the  world  of  scholarship.  On  Middle  East  issues,  as  on 
many  other  problems,  that  gives  us  both  a  unique  advantage  and  a  unique 
responsibility. 
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Mr.  Hoyer.  Sure,  thank  you. 

Let  me  say  before  Mr.  Early  leaves,  I  don't  know  of  any  member 
who  is  any  more  sincere  in  making  a  judgment  on  the  stands  he 
takes.  If  he  says  he  is  going  to  read  your  stuff,  he  will  read  it,  he 
will  analyze  it,  and  he  will  come  down  with  a  judgment  that  he  be- 
lieves it. 

Mr.  Lewis.  That  is  all  anybody  can  ask.  That  really  is.  I  appreci- 
ate that,  Mr.  Early,  I  really  do. 

Mr.  Hoyer.  He  and  I  have  had  some  discussions  about  this  issue. 
Thank  you,  Mr.  Early.  7 

SPECIAL  MIDDLE  EAST  PROGRAM 

Ambassador  Lewis,  in  response  to  the  crises  in  the  Gulf  which 
you  discussed  at  some  length  in  your  statement,  what  assistance 
has  the  Peace  Institute  provided  to  other  Federal  agencies,  specifi- 
cally? 

Mr.  Lewis.  The  specific  instance  I  would  like  to  cite  first,  Mr. 
Hoyer,  is  one  of  the  four  working  groups  that  we  have  just  formed 
which  have  been  going  now  for  about  six  weeks,  the  one  on  Arab- 
Israeli  peace  making.  I  want  to  cite  it  because  I  think  it  draws  at- 
tention to  a  quality  of  the  Institute  that  partly  goes  to  answer  Mr. 
Early's  question  about  our  uniqueness. 

We  made  a  grant  a  year  ago  to  a  scholar  down  at  Emory  Univer- 
sity to  study  the  history  of  negotiations  between  Arabs  and  Israelis 
in  which  the  U.S.  or  others  have  tried  to  mediate,  going  all  the  way 
back  before  World  War  II  to  see  what  lessons  there  might  be  in 
that  history  for  the  future. 

When  we  established  this  special  Middle  East  program,  we  got 
the  idea  of  bringing  this  scholar  and  the  work  he  had  already  fin- 
ished together  with  a  couple  of  other  scholars  and  about  a  dozen  of 
the  ex-diplomats  who  did  the  negotiating,  who  were  the  mediators, 
who  were  central  in  previous  efforts  to  get  Arab  and  Israeli  peace 
achieved,  in  order  to  see  what  the  scholars  and  the  "doers"  would 
conclude  were  the  lessons  when  you  put  them  in  the  same  room  for 
a  protracted  time. 

We  have  just  gone  through  three  long  one-day  sessions,  review- 
ing key  events  of  peace  making  in  the  Middle  East  beginning  with 
1948;  what  approaches  worked  and  which  ones  failed;  and  why  they 
worked  and  why  they  failed.  Sitting  in  with  us  were  three  of  the 
key  staffers  of  the  present  Secretary  of  State  who  accompany  him 
on  his  missions  and  provide  the  papers  for  his  missions. 

They  wanted  to  learn  from  this  experience.  They  have  already 
heard  some  of  it  in  the  sessions,  but  I  will  be  providing  to  them  for 
Secretary  Baker  before  he  goes  again  to  the  Middle  East,  assuming 
he  does,  a  summary  of  some  of  the  high  points  of  this  experience 
!    and  some  of  the  insights  that  we  have  drawn  from  this.  Everybody 
;    who  has  taken  part  in  it  has  found  it  to  be  quite  an  extraordinary 
j    and  unique  experience.  That  is  one  example. 

Another  example  is  the  arms  control  study  in  which  we  have 
j  now  had  three  sessions.  The  whole  question  which  you  and  I  have 
had  a  chance  to  discuss  separately:  whether  you  can  transfer  some 
I  of  the  arms  control,  confidence-building  measures  from  Europe, 
where  we  have  worked  them  out  under  CSCE  or  in  bilateral  negoti- 
ations with  the  Russians,  whether  any  of  that  can  be  applied  to  the 
Middle  East  to  stop  a  renewal  of  a  spiraling  arms  race,  is  a  crucial 
issue  for  this  administration. 
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It  is  wrestling  with  what  kind  of  arms  control  initiative,  if  any, 
to  take  right  now.  So  we  formed  six  weeks  ago  a  group  of  about  35 
or  40  ex-government,  current  government,  and  other  experts  on  the 
European  experience. 

Mr.  Hoyer.  I  like  what  you  refer  to  as  an  expert. 

Mr.  Lewis.  I  meant  expert  former  officials.  They  came  together 
with  Middle  East  experts  who  haven't  done  much  with  arms  con- 
trol because  there  hasn't  been  any  arms  control  in  that  region.  We 
have  been  exploring  in  those  three  sessions:  Where  do  you  start  in 
the  Middle  East?  What  makes  sense  in  terms  of  the  environment, 
political  history,  continued  rivalries  and  hatreds,  multilateral 
nature  of  the  problem  as  distinct  from  bilateral  in  Europe,  and  the 
rest? 

We  now  have  come  to  some  consensus  about  some  of  those  ques- 
tions. We  have  many  still  to  go  into,  and  beginning  in  about  ten 
days'  time,  we  will  begin  to  disseminate  to  you  and  to  others  on  the 
Hill,  as  well  to  the  Executive  Branch,  brief  papers  drawn  from  the 
first  three  sessions  of  this  group. 

We  are  not  going  to  wait  for  six  months  and  then  put  out  one  big 
report.  That  is  not  the  idea.  The  idea  is  to  provide  useful  inputs  to 
the  policy  debate  as  ideas  look  like  they  are  solid  coming  out  of 
these  sessions.  This  effort  was  not  only  strongly  urged  on  me  by 
both  the  NSC  staff  and  the  State  Department,  but  also  by  the  Di- 
rector of  the  Arms  Control  and  Disarmament  Agency,  who  is  a 
member  of  our  board  of  directors  and  is  someone  who  is  very  inter- 
ested in  our  doing  this  kind  of  project. 

So  here  again,  it  answers  a  part  of  Mr.  Early's  question.  Perhaps 
somebody  else  could  have  put  together  the  same  group.  But  as  an 
independent  Federal  institution  with  four  senior  government  offi- 
cials on  our  board  of  directors,  yet  not  beholden  to  the  Congress, 
except  for  money  and  policy  guidance,  of  course,  certainly  not  be- 
holden to  the  Executive  Branch,  we  can  assemble  a  variety  of  view- 
points and  then  convey  them  in  an  objective  way  to  the  govern- 
ment in  ways  that  a  policy  think  tank  with  a  point  of  view  to  pro- 
mote sometimes  can't  do  as  credibly.  I  think  that  is  a  unique  di- 
mension of  our  Institute. 

Mr.  Hoyer.  How  much  funding  and  staff  will  be  used  for  the  new 
Middle  East  program?  Is  that  the  $1,675,000? 

Mr.  Lewis.  Yes.  Let  me  turn  to  my  book,  here.  The  staffing  re- 
quirement for  the  next  fiscal  year  is  four  additional  staff  members. 
They  would  not  be  permanent  staff  members,  but  these  positions 
would  be  established  for  the  duration  of  this  special  program. 

Mr.  Hoyer.  Mr.  Ambassador,  what  are  your  FTEs  now? 

Mr.  Lewis.  Our  total  FTEs  are  currently  47, 1  believe.  No,  46. 

Mr.  Neuson.  46  for  this  year. 

Mr.  Hoyer.  Are  you  asking  for  50  total? 

Mr.  Lewis.  We  are  asking  for  53. 

Mr.  Hoyer.  So  seven  additional? 

Mr.  Lewis.  Wait  a  minute.  Excuse  me.  The  estimate  for  1992  pre- 
viously was  49,  so  we  are  asking  for  four  beyond  that  original  esti- 
mate, but  as  compared  with  the  1991  estimate,  it  is  an  increase  of 
seven,  that  is  correct;  four  for  the  Middle  East  program  and  three 
others.   

Mr.  Hoyer.  FTEs  for  fiscal  year  1991  is  46? 
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Mr.  Lewis.  Is  46,  that  is  correct. 

Mr.  Hoyer.  The  President's  Budget,  and  that  is  what  you  are  re- 
ferring to,  is  the  49? 

Mr.  Lewis.  That  is  correct. 

Mr.  Hoyer.  You  have  suggested  four  additional? 

Mr.  Lewis.  Which  are  not  permanent  positions,  but  for  the  next 
two  years,  maximum,  for  this  program. 

Mr.  Hoyer.  All  right.  So  you  have  four  additional  staff.  How  else 
!  will  the  $1,675,000  be  spent? 

Mr.  Lewis.  The  way  it  breaks  down  is  this  way:  The  personnel 
component  is  about  $225,000.  That  is  for  staff  salaries  and  benefits. 
'  We  are  programming  two  additional  resident  fellows  from  the 
Middle  East  in  our  fellows  program,  which,  with  research  assist- 
ants and  support  for  them,  comes  to  about  $210,000. 

We  would  have  a  special  solicited  grant  program  for  the  Middle 
East  added  to  our  regular  grants  program  next  year,  and  that 
would  be  in  the  range  of  about  $500,000,  $520,000. 

Mr.  Hoyer.  How  many  grants  would  that  comprise,  approximate- 
ly. 

Mr.  Lewis.  It  depends  on  the  individual  grant  size,  but  our  aver- 
I  age  grant  size  runs  around  $30,000.  We  might  make  some  larger 
ones  in  this  instance.  We  find  that  our  average  grant  size  is  actual- 
ly sometimes  too  small  for  the  optimum  project.  But  it  would  be 
ten  grants — excuse  me,  it  would  be  about  17  grants  if  they  were  at 
our  current  average  grant  size.  Then  we  would  contract  for  some 
additional  research.  We  have  not  yet  gone  into  using  contract  re- 
I  search,  but  we  think  that  our  program  has  reached  the  point  now 
where  we  ought  to  begin  doing  so.  Go  back  to  the  working  group 
model,  for  example.  The  arms  control  working  group,  meeting  once 
a  month,  comes  up  with  consensus  about  an  issue. 

However,  it  is  a  complicated,  difficult  technical  issue.  You  can 
suggest  that  something  be  done  about  that  issue,  but  you  can't 
flesh  it  out  in  that  sort  of  forum.  We  might  then  go  out  to  a  quali- 
fied contractor  to  do  a  more  thorough  study  on  that  particular 
issue.  So  we  have  budgeted  at  about  $300,000  for  such  contract  re- 
search. 

Then  we  put  in  about  $285,000  for  the  continuation  of  these 
working  groups  and  for  two  additional  ones  plus  $65,000  for  some 
special  international  travel  for  some  of  the  people  we  would  like  to 
bring  here  from  overseas  to  take  part  in  these  projects. 

Mr.  Hoyer.  Would  that  be  all  for  travel  from  overseas  here? 

Mr.  Lewis.  Yes,  and  then  back.  In  other  words,  bringing  experts 
from  the  Middle  East  or  Europe  for  these  purposes.  Then  finally 
about  $65,000  to  cover  support  costs  and  space  and  so  forth.  I  can 
j  give  you  that  breakdown  in  writing  if  you  like. 
I     Mr.  Hoyer.  Now  

|  Mr.  Lewis.  I  might  say,  Mr.  Hoyer,  and  I  didn't  make  this  point 
j  before,  but  it  is  in  my  written  statement:  We  felt  the  urgency  was 
I  so  great  to  get  into  this  special  Middle  East  program  that  we  start- 
j   ed  it  six  weeks  ago. 

Mr.  Hoyer.  The  next  question  was  how  you  reallocated  the  1991 
funds  to  fund  this  program. 

Mr.  Lewis.  Here  is  what  we  have  done.  We  figure  that  this  fiscal 
year,  that  is,  before  the  fiscal  year  ends,  we  will  have  spent  about 
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$600,000  on  this  program,  and  it  breaks  down  roughly  this  way.  I 
should  be  quite  honest  about  this  and  say  that  some  of  these  costs 
were  already  programmed  for  Middle  East  related  activities,  but 
they  fall  clearly  within  the  conceptual  framework  of  the  new  spe- 
cial program,  so  I  am  counting  them. 

We  are  spending  this  much  on  Middle  East  program  work  this 
year.  That  is  what  it  boils  down  to.  For  example,  there  are  six  fel- 
lows in  our  program  this  year  either  from  the  region  or  working  on 
Middle  East  projects. 

Mr.  Hoyer.  Can  I  stop  you  on  that  so  I  understand? 

Mr.  Lewis.  Sure.  Some  of  this  $600,000  is  not  being  diverted  from 
other  programmed  activities  and  some  is. 

Mr.  Hoyer.  To  the  extent  that  some  is  not,  would  it  be  fair  to 
add  that  sum  to  the  $1,675,000  because  what  you  are  doing  is  pro- 
jecting a  new  $1,675,000  within  the  three  plus  million  increase  that 
is  projected,  am  I  correct?  You  are  asking — the  President's  request 
was  for  $8,911,000  and  you  are  requesting  $3,007,000  and  seven 
more  FTE's? 

Mr.  Lewis.  Let  me  think  about  that  for  a  minute. 

Mr.  Hoyer.  You  are  already  spending  on  the  Middle  East,  and  I 
asked  you  what  your  Middle  East  program  is. 

Mr.  Lewis.  This  year  we  had  some  Middle  East  projects,  then  we 
started  some  new  ones  and  we  took  money  away  from  non-Middle 
East  work  to  fund  the  new  ones. 

Mr.  Hoyer.  That  is  what  I  wanted  to  know.  What  did  you  take 
away  and  what  did  you  take  it  away  from? 

Mr.  Lewis.  Well,  we  took  it  away  from  other  planned  research 
projects  that  we  didn't  start  on  Europe,  for  example.  We  took  it 
away  from  grants  that  we  didn't  give  in  other  areas.  We  diverted 
grant  funds  into  this  pot  and  we  took  it  away  in  personnel  costs 
being  devoted  to  this  project,  costs  for  people  not  working  on  things 
we  had  previously  planned. 

Let  me  ask  Mr.  Nelson  if  he  can  tell  me  as  well  as  you  what  per- 
centage of  the  $600,000  we  would  have  done  anyway  on  the  Middle 
East  because  the  Middle  East  has  also  been  a  conflict  area  long 
before  the  Gulf  war. 

Mr.  Nelson.  I  think  it  is  difficult  to  give  a  precise  number,  but 
let  me  give  a  example.  Sam  was  about  to  say  that  in  the  fellowship 
program  this  year,  for  example,  we  will  have  six  different  fellows 
at  all  three  levels  that  we  have  our  fellowship  program.  We  made  a 
special  effort  in  reviewing  applications  for  1991-92  fellowships  to 
look  very  carefully  at  Middle  Eastern  oriented  candidates,  both 
from  the  region  and  outsiders  studying  the  region. 

Now,  how  much  we  would  have  done  had  there  not  been  a 
Middle  East  crisis,  I  can't  say.  We  would  have  done  some,  but  we 
would  not,  I  think,  have  devoted  six  out  of  the  very  small  number 
of  fellowships  that  we  give.  And  I  think  comparable  

Mr.  Hoyer.  What  is  that  number,  Mr.  Nelson,  if  you  know,  six 
out  of  how  many?  Just  so  I  have  a  concept  of  how  many  six  is? 

Mr.  Lewis.  It  is  roughly  10  resident  and  then  we  have  about 
10  
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Mr.  Nelson.  It  is  roughly  20,  so  roughly  a  third  of  the  number 
that  we  have  got  is  going  to  Middle  East  this  year,  and  I  don't  have 
the  historic  figures  for  that  topic,  but  it  is  a  significant  concentra- 
tion of  that  part  of  our  budget  on  Middle  East,  and  I  think  for  good 
reason. 

But  it  is  hard  to  say  that  it  is  X  dollars  versus  Y  dollars. 

Mr.  Lewis.  But  if  you  need,  Mr.  Chairman,  to  have  for  the  record 
our  best  estimate  of  how  much  of  the  fiscal  year  1991  money  was 
diverted  to  the  Middle  East  program  as  distinct  from  the  total 
going  to  all  Middle  East  programs  in  fiscal  year  1991,  we  will 
supply  that  for  the  record.  We  will  have  to  do  a  little  more  home- 
work. 

[The  information  follows:] 

The  Institute  began  its  Special  Middle  East  Program  in  January  1991.  From  then 
until  the  end  of  fiscal  year  1991,  it  expects  to  obligate  an  estimated  $600,000,  of 
which  approximately  $300,000  is  being  diverted  from  activities  planned  earlier  for 
other  purposes,  and  $300,000  would  have  been  devoted  to  Middle  East  projects  in 
any  case.  Additional  information  is  provided  in  the  answer  to  Mr.  Natcher's  second 
question. 

Mr.  Hoyer.  I  did  not  know  I  was  going  to  chair  this  meeting.  As 
!  a  result,  I  have  another  meeting  in  my  office  right  now,  as  I  think 
I  told  you  on  the  phone.  There  are  some  additional  questions,  some 
15  additional  questions  from  the  ones  I  have  asked  which  I  think 
are  excellent  questions,  but  not  only  are  they  important  questions, 
but  the  answers  are  going  to  be  important  because  this  was  a  con- 
troversial issue. 

1  There  are  some  of  us  who  feel  very,  very  strongly,  as  I  said  on 
the  floor  last  year,  that  it  would  be  ironic  to  spend  billions  to  pros- 
ecute war  and  not  spend  a  few  million  to  try  to  think  about  how 
we  best  can  pursue  peace. 

On  the  other  hand,  we  are  in  a  very  tight  fiscal  situation.  The 
redundancy  question  is  one  that  we  need  to  answer,  we  need  to  be 
able  to  respond  to.  I  think  we  can,  and  I  think  you  have,  and  I 
think  your  answers  today  were  helpful.  I  think  Mr.  Early's  com- 

|  ments  were  useful  comments.  They  make  us  more  optimistic,  I 

I  think. 

My  own  view  is  that,  now,  more  than  ever,  the  work  product  of 
your  Institute  is  important,  the  coordination  that  you  provide.  The 
!  reason  I  asked  you  the  question  in  terms  of  the  basic  research,  if 
there  is  one  thing  Mr.  Early  is  for,  it  is  basic  research,  particularly 
in  the  health  field,  which  you  then  apply  to  the  academic  basic  re- 
search which  you  pointed  out  into  a  mode  that  can  be  used  practi- 
cally by  negotiators  who  are  trying  to  work  out  agreements  be- 
tween factions  in  poor  countries  or  whatever. 
|     Mr.  Lewis.  Exactly.  And  this  translation  into  useful  material  for 
I  "doers"  is  the  hardest  thing  in  the  field  of  political  science  to 
'  achieve,  harder  than  anything  the  academic  world  tries  to  do.  They 
|  really  speak  totally  different  languages.  I  don't  know  how  it  is  in 
|  the  hard  sciences,  but  it  sure  is  terrible  in  our  particular  kind  of 
!  soft  science.  I  think  we  are  finding  devices  to  make  that  transla- 
!  tion,  so  that  is  why  I  am  very  proud  of  the  sort  of  work  that  I  have 
I  been  describing. 
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Mr.  Hoyer.  Well,  thank  you  very  much  for  your  testimony.  I 
think  it  has  been  an  excellent  hearing,  and  I  think  a  very  useful 
hearing.  I  thank  you  for  your  appearance. 

At  this  time^  the  Committee  will  stand  adjourned. 

[Questions  and  answers  for  the  record  and  the  justifications 
follow:] 
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May  17,  1991 

The  following  questions  were  submitted  to  be 
answered  for  the  record: 

MIDDLE  EAST  PROGRAM 

Mr.  Natcher:  How  much  funding  and  staff  will  be  used  for  the  new  Middle  East 
program  in  1991? 

Mr.  Lewis:  We  have  estimated  that  we  will  obligate  about  $600,000  from  fiscal 
year  1991  funds  for  the  purposes  of  the  Special  Middle  East  Program  and  that 
these  funds  will  cover,  among  other  things,  two  new  nonpermanent  staff 
members.  For  this  calculation,  the  special  program  is  considered  to  cover  Middle 
East  activities  obligated  after  the  beginning  of  hostilities  between  coalition  forces 
and  Iraq  in  mid- January  1991.  The  estimate  of  $600,000  includes:  (1)  $95,000 
for  the  start-up  phase  of  four  special  study  groups  described  in  my  testimony;  (2) 
$300,000  for  six  fellowships  awarded  this  Spring  for  work  on  topics  involving 
the  Middle  East  (2  Distinguished  Fellows;  2  Peace  Fellows;  and  2  Peace 
Scholars);  (3)  $150,000  for  grants  on  similar  topics  (four  have  already  been 
"  awarded  totalling  $90,000);  (4)  $5,000  for  a  special  collection  of  Middle  East 
!  papers  in  our  library  program;  and  (5)  $50,000  to  cover  salary,  benefits,  and 
support  for  the  time  of  existing  staff  being  devoted  to  the  Special  Middle  East 
Program  and  for  two  new  nonpermanent  staff  members  that  we  expect  to  add  to 
the  program  before  the  end  of  the  fiscal  year. 

Mr.  Natcher:  How  was  your  original  1991  budget  reallocated  to  start  the  new 
I  program? 

Mr.  Lewis:  The  dedication  of  fiscal  year  1991  funds  to  the  start-up  of  the  Special 
Middle  East  Program  occurred  in  two  phases:  (1)  preliminary  steps  taken  from 
August  1990  to  January  1991;  and  (2)  the  formal  establishment  and 
implementation  of  the  program  after  January  1991. 

Preliminary  Steps:  Promptly  after  the  Iraqi  invasion  of  Kuwait  in  August  1990, 
the  Institute  began  to  orient  project  planning  and  ongoing  program  activities  to 
take  into  account  the  Gulf  crisis. 

In  October,  for  example,  we  held  a  long-planned,  three-day  conference  on 
Conflict  Resolution  in  the  Post-Cold  War  Third  World.  We  added  a  half-day 
!  plenary  session  on  "Practicing  Conflict  Resolution  in  the  Middle  East:  The  Gulf 
Crisis  -  A  Case  Study."  In  November  we  published  a  report  on  that  session: 
"The  Gulf  Crisis:  Finding  a  Peaceful  Solution."  During  this  period,  Institute 
directors,  staff,  and  fellows  conferred  with  outside  experts;  met  with  Executive 
Branch  officials  and  Members  of  Congress  and  staff;  spoke  on  radio  and 
television;  and  testified  before  Congressional  committees  about  the  Gulf  Crisis. 
'  We  reviewed  our  past  activities  to  identify  earlier  projects  with  potential 
I  application  to  the  Gulf  situation.  (See  Appendix  A  of  the  Institute's  budget 
l  request:  "The  Institute  and  the  Gulf  Crisis.")  And  we  began  to  consider  what 
i  contribution  the  Institute  might  make  if  hostilities  began  between  the  coalition 
|  forces  and  Iraq.  Since  the  Institute  had  not  yet  formally  instituted  the  special 
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program,  the  costs  of  these  preliminary  activities  are  not  included  in  our 
$600,000  estimate  for  the  Special  Middle  East  Program.  They  nevertheless 
represent  a  reallocation  of  Institute  efforts  and  resources  and  mark  the  beginning 
of  the  stretching-out  of  other  program  activities  because  of  the  Gulf  conflict. 

Special  Program  Established:  In  January  1991,  following  a  review  by  the 
Institute's  Board  of  Directors,  the  Institute  formally  launched  the  Special  Middle 
East  Program.  Provision  for  the  specific  study  groups,  fellowships,  and  grants 
that  compose  the  $600,000  was  made  and  funds  were  obligated  thereafter.  In 
unsolicited  grant  projects  awarded  later  in  January  and  fellowships  awarded  in 
March,  the  Institute  gave  priority  to  Middle  Eastern  questions.  We  did  not 
increase  the  total  amount  of  funds  available  for  either  fellowships  or  grants; 
instead,  by  emphasizing  Middle  Eastern  topics,  we  in  fact  diverted  funds  from 
other  projects  that  would  otherwise  have  been  approved  in  the  same  funding 
program.  In  other  program  areas,  activities  were  slowed  or  deferred  (e.g., 
starting  a  second  research  and  studies  project  with  the  Soviet  Foreign  Ministry; 
further  development  of  the  Institute's  rule  of  law  projects  and  other  activities  in 
Central  and  Eastern  Europe  and  the  Soviet  Union;  various  publications  in  other 
areas;  and  our  focus  on  conflict  resolution  in  Latin  America).  Although  it  is  not 
possible  to  know  precisely  what  the  Institute's  Board  would  have  done  with 
grants  and  fellowships  had  there  been  no  Gulf  crisis,  our  estimate  in  that  case  is 
that  we  probably  would  have  devoted  about  $300,000  to  the  Middle  East.  In 
other  words,  $600,000  represents  about  twice  the  amount  the  Institute  would 
have  devoted  to  the  area  had  there  been  no  crisis. 

Mr.  Natcher:  If  you  receive  funding  at  the  level  requested  by  the  President,  how 
would  you  reallocate  your  budget  to  maintain  the  Middle  East  program  in  1992? 

Mr.  Lewis:  The  President's  fiscal  year  1992  budget  request  for  the  Institute  is  at 
the  "no-growth"  level  of  $8,91 1,000.  It  was  prepared  before  hostilities  began  in 
January  1991  and  before  the  Institute  developed  its  Special  Middle  East  Program. 
The  President's  request  would  require  cuts  of  $3,007,000  from  the  $1 1,918,000 
requested  by  the  Institute,  a  difference  that  includes  an  additional  $1,675,000  for 
the  Special  Middle  East  Program  and  $1,332,000  for  other  Institute  activities. 

If  the  Institute  receives  funding  at  the  level  requested  by  the  President,  we  will 
not  be  able  to  maintain  the  Special  Middle  East  Program  at  the  level  necessary  to 
make  any  substantial,  immediate  contribution  to  the  resolution  of  many  of  the  still 
unresolved  issues  in  the  region.  Instead,  we  would  be  limited  to  mounting  a 
much  smaller  effort  that  would  be  seriously  inadequate  for  purposes  of  the 
Middle  East  and  would  drain  resources  from  other  Institute  efforts  that  continue 
to  deserve  priority  attention. 

We  would  expect  to  operate  the  Special  Middle  East  Program  in  the  range  of 
$900,000  to  $1,000,000  for  fiscal  year  1992,  although  by  doing  so,  we  will 
create  serious  problems  for  the  Institute's  work  in  other  areas  and  will  thereby 
reduce  the  present  effectiveness  of  the  public  investment  in  the  Institute  to  date. 
Since  the  President's  request  is  for  a  no-growth  level,  allocating  more  funds  in 
fiscal  year  1992  to  the  special  program  will  require  reductions  in  allocations  for 
non-Middle  Eastern  activities  below  fiscal  year  1991  levels. 
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I  For  the  Institute's  non-Middle  Eastern  activities,  reduced  funding  would  mean 
stopping  all  growth  in  the  Institute's  already  constrained  core  programs:  (1) 
grants,  other  than  those  dedicated  to  the  Middle  East  and  including  those  for 
education  and  training,  would  be  further  reduced  in  order  to  allow  attention  to  the 
Middle  East;  (2)  the  number  of  fellowships  awarded  for  non-Middle  Eastern 
activities  would  be  cut;  and  (3)  the  library  program,  which  already  is  tightly 
restrained,  would  be  held  steady  or  even  cut  back.  In  addition,  there  would  be  no 
further  development  of  the  education  and  training  program,  including  the 

I  promising  video  projects  for  classroom  use  and  negotiation  and  teacher  training; 
and  publication  of  some  of  the  selected  works  of  fellows  and  grantees  and  the 

i     products  of  the  Institute's  in-house  work  that  are  already  in  progress  would  be 

|  dropped  or  substantially  deferred.  The  development  and  first  awards  of  the 
Spark  M.  Matsunaga  Medal  of  Peace,  authorized  by  Congress  late  in  1991,  might 
need  to  be  deferred  until  fiscal  year  1993. 

For  the  Special  Middle  East  Program,  the  lower  level  would  mean,  among  other 
things,  (1)  curtailing  the  first  four  study  groups'  duration  and  scope;  (2)  not 
beginning  any  additional  study  groups,  such  as  the  longer  term  study  of  Arab 
regimes  and  societies  in  the  light  of  the  Gulf  crisis,  which  is  now  being  planned 
and  scheduled  to  begin  in  early  fiscal  year  1992;  (3)  no  increase  in  the  awards  of 
I  unsolicited  grants  on  the  Middle  East  and  only  a  modest  allocation  in  the  range  of 
$400,00  to  $600,000  for  a  special  solicited  grant  topic  on  the  Middle  East;  (4)  no 
additional  fellows  from  the  Middle  East  as  part  of  the  special  program,  relying 
instead  upon  only  one  or  two  of  the  ten  projected  year-long  residential  fellows 
and,  perhaps,  both  of  two  short-term  visiting  fellows  to  address  Middle  Eastern 
questions;  (5)  no  provision  at  all  for  contract  research  to  examine  critical 
questions  more  intensively  than  is  possible  through  the  study  group,  grant,  and 
fellowship  mechanisms;  (6)  no  special  travel  funds  to  bring  key  policymakers  and 
analysts  from  the  Middle  East  and  Europe  to  participate  in  our  deliberations  in  the 
United  States;  and  (7)  not  bringing  on  board  new  nonpermanent  staff  for  the 
special  program. 

Mr.  Natcher:  What  would  be  the  adverse  impact  of  this  lower  funding  level  on 
the  Middle  East  and  other  existing  programs? 

Mr.  Lewis:  In  our  judgment,  this  level  is  not  sufficient  to  do  the  job  required  for 
the  Middle  East;  at  the  same  time,  the  lower  funding  level  will  have  serious 
effects  in  holding  back  Institute  efforts  (1)  in  other  geographic  areas,  particularly 
in  Central  and  Eastern  Europe,  the  Soviet  Union,  and  the  Third  World;  (2)  in 
educational  endeavors  such  as  curriculum  development,  the  training  of  teachers 
and  negotiators,  and  the  development  of  teaching  materials  including  video 
presentations;  and  (3)  to  implement  the  Spark  M.  Matsunaga  Medal  of  Peace 
award  program  authorized  by  the  Congress  late  in  1991.  Having  diverted 
resources  already  in  fiscal  year  1991  from  most  of  these  areas,  it  is  important  to 
the  long-term  contribution  of  the  Institute  that  these  other  efforts  not  be  starved 
during  this  critical  period  of  world  history. 

i 

I    Mr.  Natcher:  Will  the  Middle  East  initiative  remain  a  permanent  program  at  the 
j  Institute? 

i 
I 


I 
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Mr.  Lewis:  No.  Although  the  Institute  will  certainly  remain  involved  in 
questions  of  peace  and  security  in  the  Middle  East,  it  expects  the  special  program 
to  continue  for  only  two  more  years,  through  fiscal  year  1993. 

INSTITUTE  STAFF 

Mr.  Natcher:  How  many  staff  do  you  currently  have  on  board? 

Mr.  Lewis:  The  Institute  currently  has  39  full-time  permanent  staff  on  board. 
We  have  begun  the  process  of  recruiting  for,  and  should  have  filled  by  the  end 
of  the  fiscal  year,  five  additional  full-time  permanent  positions. 

Mr.  Natcher:  You  are  requesting  an  additional  3  FTE  in  1992.  How  will  these 
positions  be  used? 

Mr.  Lewis:  The  three  additional  FTE  requested  for  1992  include  a  position  for 
the  Library  Program,  a  second  book  editor  for  the  Publications  and  Marketing 
Office,  and  a  secretary  for  the  Research  and  Studies  Program. 

Mr.  Natcher:  How  much  additional  funding  is  requested  for  these  positions? 

Mr.  Lewis:  An  additional  $109,000  is  requested  to  support  these  positions. 

FELLOWSHIP  PROGRAM 

Mr.  Natcher:  Do  all  participants  in  the  fellowship  program  receive  support  based 
on  the  no-gain/no-loss  stipend  policy? 

Mr.  Lewis:  No.  The  no  gain/no  loss  stipend  policy  applies  to  Distinguished 
Fellows  and  to  Peace  Fellows  only.  It  does  not  apply  to  Peace  Scholars,  who 
are  doctoral  candidates  working  on  dissertations.  Peace  Scholars  receive  a 
stipend  based  on  a  flat  rate. 

Mr.  Natcher:  What  is  the  maximum  stipend  you  can  provide  this  year? 

Mr.  Lewis:  Most  fellows  currently  in  residence  were  selected  during  fiscal  year 
1990,  began  their  fellowships  in  September  1990,  and  receive  stipends  from 
fiscal  year  1990  funds.  For  that  group,  the  cap  for  Distinguished  Fellows  was 
pegged  at  $78,200,  equivalent  to  GS  18,  Step  1,  and  for  Peace  Fellows  at 
$59,216,  equivalent  to  GS  15,  Step  1.  For  selections  made  in  fiscal  year  1991, 
the  maximum  stipend  level  for  Distinguished  Fellows  is  $83,032,  equivalent  to 
GS  17,  Step  1,  and  for  Peace  Fellows,  it  is  $61,613,  equivalent  to  GS  15,  Step 
1.  Under  the  no  gain/no  loss  policy,  not  all  fellows  will  reach  the  stipend 
maximum.  The  stipends  for  the  new  fellows  will  come  from  fiscal  year  1991 
appropriations  and,  for  the  most  part,  these  new  fellows  will  begin  their  work  at 
the  Institute  in  September  1991.  Peace  Scholar  awards  are  set  at  a  flat  annual 
rate  and  are  paid  quarterly.  From  1988  through  1990,  the  rate  was  $12,000  for 
12  months.  For  fiscal  year  1991,  it  was  increased  to  $13,000. 

Mr.  Natcher:  What  is  the  average  stipend? 
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Mr.  Lewis:  In  fiscal  year  1990,  the  average  stipends,  prorated  on  an  annual 
basis  (a  few  fellowships  were  less  than  one  year),  were  $78,200  for 
Distinguished  Fellows  and  $53,095  for  Peace  Fellows.  For  fellowships  offered 
in  fiscal  year  1991,  individual  stipend  levels  are  still  being  determined,  so 
averages  are  not  available. 

Mr.  Natcher:  Provide  a  breakdown  of  fellowship  applications  for  1990. 

Mr.  Lewis:  The  following  information  provides  a  breakdown  for  fellowship 
applications  received  in  1990-1991.  Awards  from  this  group  are  made  in  fiscal 
year  1991,  and,  as  a  general  rule,  fellows  will  begin  their  work  in  the  fall  of 
1991. 


Men 

Women 

Total 

Distinguished  Fellows 

22 

0 

22 

Peace  Fellows 

59 

12 

71 

Peace  Scholars 

61 

50 

111 

Totals 

142 

62 

204 

Other  applicant  characteristics:  Applicants  came  from  29  states  and  the  District 
of  Columbia,  29  countries,  and  89  universities;  120  are  U.S.  citizens;  and  84  are 
foreign  citizens  (45  residing  in  the  United  States  and  39  abroad). 


Mr.  Natcher:  Why  do  you  want  to  eventually  double  the  number  of  fellows  to 
20? 

Mr.  Lewis:  Currently,  the  Jennings  Randolph  Fellowship  Program  has  12 
fellows  in  residence.  The  fellowship  of  one  was  deferred  from  1988,  two  have 
continued  from  1989,  8  are  from  1990,  and  one  (the  Visiting  Fellow)  is  from 
1991.  Of  them,  three  are  Distinguished  Fellows,  eight  are  Peace  Fellows,  and 
one  is  a  Visiting  Fellow. 

We  hope  that,  over  time,  this  number  will  approximately  double  to  reach  the 
"critical  mass"  necessary  to  achieve  program  as  well  as  project  results  which  go 
beyond  the  work  of  any  individual  and  include  a  multiplication  of  intellectual 
interactions  and  interpersonal  relationships.  That  a  somewhat  larger  program  size 
would  pay  dividends,  particularly  in  a  special  field  as  complex  and  broad  as 
international  peace  and  conflict,  is  buttressed  by  the  experience  of  such  residential 
fellowship  programs  as  the  Woodrow  Wilson  International  Center  for  Scholars 
(44  full-time,  in-residence  fellows),  the  Carnegie  Endowment  for  Peace  (21  full- 
time,  in-residence  fellows),  and  the  Hoover  Institution  on  War,  Revolution  and 
Peace  (20  short-term,  20  full-time  nonpermanent,  and  80  permanent  fellows). 

We  see  the  following  results  emerging  from  the  expanded  in-residence  program: 

•greater  mutual  learning,  formally  as  well  as  informally,  as  one  fellow's  work 
informs  another's,  as  fellows  team  up  to  address  common  issues,  and  as  scholars 
and  practitioners  spend  a  year  together; 
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•increased  communication  between  academics  and  practitioners  (a  particularly 
noticeable  problem  in  our  subject  matter),  between  various  academic  disciplines 
(e.g.,  security  studies  and  conflict  management  research),  and  between 
professional  backgrounds  (e.g.,  historians  and  policymakers);  and 

•a  capacity  to  deliberately  bring  together  "clusters"  of  fellows  who  share 
disciplines  or  professions  (e.g.,  diplomats,  journalists,  or  educators)  or  are 
applying  different  disciplinary  perspectives  and  experiences  to  similar  issues 
(e.g.,  political  scientists,  sociologists,  legal  scholars,  and  diplomats  addressing 
ethnic  conflicts  or  the  Middle  East). 

In  addition  to  the  exponential  impact  of  a  somewhat  larger  fellowship  program 
upon  the  participants  themselves,  fellows  also  are  important  to  the  other  work  of 
the  Institute.  For  instance,  in-residence  fellows  participate  in  public  outreach  and 
thus  contribute  to  fulfilling  our  public  education  mandate,  and  they  bring  their 
fellowship  work  to  bear  in  various  Institute-organized  seminars  and  conferences, 
such  as  last  October's  three-day  conference  on  Third  World  Conflicts. 

GRANT  PROGRAM 

Mr.  Natcher:  Are  you  generally  satisfied  with  the  number  and  average  size  of 
grants? 

Mr.  Lewis:  No,  we  are  not  generally  satisfied  with  the  number  and  average  size 
of  grants.  For  the  past  two  fiscal  years,  the  total  funding  for  the  grant  program 
has  been  limited  to  the  point  that,  solely  for  reasons  of  funding,  we  have  been 
forced  to  make  decisions  (a)  not  to  provide  any  financial  support  at  all  for  some 
important  proposals,  and  (b)  to  provide,  for  other  selected  proposals,  support 
for  less  than  half  of  the  amount  requested.  We  now  turn  down  over  80  percent 
of  our  grant  applicants,  some  for  reasons  of  quality  and  others  due  solely  to 
budgetary  considerations  in  contrast  to  decisions  based  strictly  upon  merit. 
Successful  applicants  in  recent  competitions  have  received,  on  average, 
approximately  one-third  of  the  amount  requested  from  us.  Our  grants  average 
$30,000.  In  our  current  cycle  of  unsolicited  grant  competition,  for  example,  we 
have  received  191  complete  and  eligible  proposals  for  a  total  amount  requested 
of  more  than  $10  million.  These  applicants,  whose  proposals  will  receive  final 
adjudication  in  September,  are  competing  for  about  $690,000,  the  amount 
remaining  for  this  purpose  in  our  grant  budget  of  $2,154,000.  Two 
considerations  in  addition  to  project  quality  and  fund  availability  are  becoming 
increasingly  pertinent  to  this  dilemma,  too.  First,  from  an  administrative  point 
of  view,  partially  funded  projects  require  the  same  degree  of  administrative  and 
fiscal  oversight  as  fully  funded  projects  and  also  involve  additional  attention 
through  coordination  with  co-funders.  Second,  we  have  been  led  to  believe  that 
some  leading  academic  and  research  institutions  will  not  apply  to  the  Institute  for 
funding  of  major  research  projects  —  in  contrast  to  individual  projects  by  faculty 
members  —  because  of  the  relatively  modest  average  size  of  Institute  grants  and 
because  of  our  declared  policy  regarding  indirect  costs,  which  is  discussed 
below. 

Mr.  Natcher:  What  is  the  average  amount  of  indirect  costs  which  you  allow  in 
grants? 
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Mr.  Lewis:  In  order  to  share  Institute  funds  as  broadly  as  possible,  the  Board 
adopted  a  policy  at  the  beginning  of  the  grant  program  to  not  award  indirect  costs. 
In  exceptional  circumstances,  however,  the  Board  later  has  waived  this  rule.  An 
example  is  when  we  ask  a  successful  individual  grant  applicant  to  find  an 
appropriate  institutional  sponsor  for  the  project.  The  few  times  the  Institute  has 
negotiated  indirect  costs  for  this  administrative  purpose  occasioned  by  our 
request,  costs  have  ranged  between  8  and  15  percent  of  the  grant  amount. 

Mr.  Natcher:  In  prior  years,  you  typically  awarded  twice  as  many  unsolicited 
grants  as  solicited.  In  1992,  it  will  be  about  half  and  half.  What  is  the  reason 
for  this  change? 

Mr.  Lewis:  In  the  five  years  since  the  grant  program  was  launched,  the  Institute 
has  effectively  surveyed,  through  the  unsolicited  grant  mechanism  and  all  other 
programs,  much  of  the  entire  range  of  activities  in  the  field  of  peace  and  conflict 
resolution.  The  Institute  recently  published  one  version  of  this  survey  in  its 
book,  Approaches  to  Peace:  An  Intellectual  Map.  The  Institute  consequently  is 
developing  a  capacity  to  define  more  sharply  in  advance  the  directions  and 
priorities  for  a  certain  portion  of  grant-funded  projects.  Responsiveness  to  the 
broad  interests  that  undergird  the  Institute's  mandate  will  continue  through  the 
funding  of  basic,  new,  and  innovative  projects  under  the  unsolicited  grant 
program.  At  the  same  time,  the  funding  of  topical  priorities  will  be  the  hallmark 
of  solicited  grant  competitions.  Solicited  grant  initiatives  on  the  Soviet  Union 
and  Central  and  Eastern  Europe,  on  Third  World  Conflicts,  on  Education  and 
Public  Information,  and  on  Peace,  Conflict,  and  Governance  in  Latin  America 
are  examples  of  the  Institute's  more  proactive  grantmaking.  The  Institute  will 
continue  to  use  solicited  grants  to  bring  to  bear  sharper  focus  upon  peace 
research  and  education,  particularly  with  respect  to  topics  that  are  related  in 
practical  terms  to  specific  conflicts.  An  example  of  this  purpose  is  the  special 
solicited  grant  component  planned  for  fiscal  year  1992  as  part  of  the  Special 
Middle  East  Program  discussed  in  my  presentation.  The  approximately 
$500,000  projected  for  this  purpose  would  increase  the  proportion  of  the  grant 
budget  allocated  to  solicited  competitions  to  about  60  percent. 

LIBRARY  PROGRAM 

Mr.  Natcher:  How  many  volumes  do  you  currently  have  in  your  library? 

Mr.  Lewis:  We  currently  have  2,700  volumes  in  our  library. 

Mr.  Natcher:  What  was  your  original  volume  goal,  and  how  has  that  been 
revised? 

Mr.  Lewis:  The  original  goal  was  25,000  volumes  by  1994.  This  has  been 
revised  downward  to  7,000  volumes  by  1994. 

Mr.  Natcher:    How  much  funding  is  included  in  your  request  for  library 
acquisitions? 
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Mr.  Lewis:  We  have  included  $64,000  for  the  acquisition  of  books  for  the 
library. 

Mr.  Natcher:  How  many  volumes  will  that  buy? 

Mr.  Lewis:  We  estimate  that  we  will  be  able  to  acquire  1,100  volumes. 

NATIONAL  PEACE  ESSAY  CONTEST 

Mr.  Natcher:  Why  have  you  requested  a  25%  increase  for  the  essay  contest? 

Mr.  Lewis:  Of  the  additional  funds  budgeted  for  the  national  peace  essay 
contest,  $21,000  is  for  modest  increases  in  scholarship  payments  to  state  and 
national  contest  winners  and  for  increased  costs  of  contractual  services  for  the 
awards  program.  The  remaining  $48,000  was  budgeted  for  personnel  costs, 
including  a  portion  of  three  positions  being  filled  in  the  Education  and  Training 
Program  during  fiscal  year  1991.  Approximately  $25,000  of  the  costs  of  two  of 
these  positions  should  have  been  allocated  to  other  activities  in  the  Program. 
Therefore,  the  fiscal  year  1992  increase  in  the  essay  contest  budget  should  have 
been  stated  as  $44,000  or  16  percent. 


MATSUNAGA  PEACE  MEDAL 


Mr.  Natcher:  You  are  requesting  $143,000  for  the  Matsunaga  Peace  Medal 
which  was  authorized  at  the  end  of  the  last  Congress.  How  will  these  funds  be 
used? 


Mr.  Lewis:  Following  are  the  estimated  fiscal  year  1992  costs  for  the  Spark  M. 
Matsunaga  Medal  of  Peace: 


Personnel 
Printing 
Other  Services 
Awards 


$  7,000 
10,000 
76,000* 

$143,000 


*$35,000  for  the  U.S.  Mint  to  design  and  strike  the  medal;  $41,000  for  advisory 
panel  and  other  related  costs,  including  presentation  ceremony 
**2  awards  at  $25,000  each 


GOVERNMENT  TRAVEL  RATES 


Mr.  Natcher:  Why  has  the  General  Services  Administration  denied  the  Institute 
eligibility  to  obtain  government  rates  for  travel? 

Mr.  Lewis:  The  General  Services  Administration  based  its  denial  of  travel 
services  to  the  Institute  on  its  conclusion  that  the  Institute  is  not  eligible  for  GSA 
services  under  the  Federal  Property  and  Administrative  Services  Act  of  1949, 50 
USCA,  section  472  (1986  and  Supp.  1990)  ("the  Property  Act"),  the  statute 
from  which  GSA  derives  its  authority  to  provide  such  travel  services. 
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Prior  to  this  fiscal  year,  the  Institute  had  received  government  travel  rates  under 
service  agreements  with  GSA  and  with  the  White  House  Travel  Office.  The 
Institute  has  formally  requested  GSA  to  review  and  rescind  its  decision  and 
awaits  GSA's  response. 

GOVERNMENT  EMPLOYEE  BENEFITS 

Mr.  Natcher:  Explain  how  Public  Law  100-238  impacts  the  Institute's  ability  to 
offer  federal  benefits  to  employees  hired  after  October  1, 1988. 

Mr.  Lewis:  The  effect  of  Public  Law  100-238  has  been  to  deny  federal 
retirement  and  health  and  life  insurance  coverage  to  employees  hired  or 
transferred  to  the  Institute  after  October  1,  1988.  Consequently,  at  a 
significantly  higher  cost  to  the  taxpayer  than  occurred  when  federal  benefits  were 
available,  the  Institute  has  arranged  directly  with  private  carriers  for  group 
coverage  for  those  benefits. 
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PREFACE  -  THE  GULF  WAR 

On  January  15,  1991— after  much  of  the  work  on  this  Budget  Request 
had  been  completed— the  deadline  established  by  the  United  Nations 
Security  Council  for  Iraq  to  comply  with  Council  mandates  covering 
its  aggression  against  Kuwait  expired.  The  next  day  the  United  States 
and  its  coalition  partners  moved  militarily  to  enforce  the  UN 
mandates  by  engaging  targets  in  Iraq  and  Kuwait. 

Over  the  past  five  years,  in  its  role  as  a  research  and  educational 
institution,  the  Institute  has  addressed  many  topics  directly  and 
indirectly  relevant  to  the  current  crisis  and  its  possible  outcomes.  To 
mention  only  a  few,  we  have  sponsored  projects  about  problems  of 
regional  conflicts  in  the  Middle  East  and  South  Asia;  the  United 
Nations'  role  in  limiting  or  preventing  armed  conflict  under  Charter 
principles;  the  proliferation  of  chemical  and  biological  weapons;  the 
relationship  to  peace  and  war  of  such  factors  as  religion  and  human 
rights;  and  the  difficulties  of  conducting  negotiations  and  applying 
other  conflict  resolution  methods  in  the  presence  of  deep-rooted 
animosities  and  cultural  barriers. 

Since  August  2,  1990  the  Institute  has  also  devoted  special  attention 
to  this  crisis  through  such  specific  activities  as: 

•  An  expert  panel,  convened  as  part  of  the  Institute's  October 
1990  conference  on  Third  World  conflict  resolution,  which  considered 
different  approaches  to  maximize  the  chances  of  a  peaceful  solution 
that  would  satisfy  the  UN  resolutions  and  basic  American  interests. 
The  panel  discussion  was  broadcast  several  times  on  C-SPAN,  and  a 
report  based  on  the  discussion,  The  Gulf  Crisis:  Finding  A  Peaceful 
Solution,  was  widely  distributed  to  the  Congress,  the  Executive 
Branch,  and  leading  opinion  makers. 

•  Ongoing  efforts  to  inform  the  media,  the  policy  community,  and 
the  public  about  relevant  work  the  Institute  has  sponsored  and  how 
to -draw  upon  the  expert  knowledge  of  Institute  fellows  and  grantees. 

•  Testimony  before  the  Senate  and  House  Committees,  by  the 
Institute's  President,  Ambassador  Samuel  Lewis,  about  prospects  for 
peace  in  the  Middle  East  after  the  conclusion  of  the  Gulf  crisis. 

•  Creation  of  a  special  library  collection  on  the  crisis  and  its 
backround. 
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(See  Appendix  A  for  a  detailed  description  of  the  Institute's  Gulf- 
related  activities,  prepared  shortly  before  the  U.S.  and  its  allies  began 
their  military  actions.) 

As  this  budget  document  is  completed,  the  Gulf  war  is  now  one  month 
old  and  climactic  events  may  well  be  approaching.  Questions  about 
how  a  more  peaceful  and  enduring  international  system  in  the  Middle 
East  can  be  brought  into  being — in  the  wake  of  widespread 
destruction  and  political  upheaval—now  press  to  the  top  of  this 
Nation's  foreign  policy  agenda  and  indeed  that  of  the  United  Nations 
and  America's  coalition  partners.  The  Institute  must  assume  its 
logical  and  appropriate  role  in  addressing  urgently  these  questions. 

To  do  so,  it  is  now  launching  a  broad  special  program  in  Middle  East 
Peacemaking  and  Conflict  Resolution,  which  will  comprise  a  variety  of 
separate  projects  and  activities,  drawing  upon  intellectual  resources 
available  through  various  Institute  programs,  and  coordinated  by  a 
senior  Middle  East  specialist  now  being  recruited.  Substantial 
additional  funds  will  be  required  to  support  this  program  for  fiscal 
year  1992. 
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I.   INTRODUCTION  AND  PROPOSED  APPROPRIATIONS 
LANGUAGE 

Appropriation  Request  for  Fiscal  Year  1992 

The  United  States  Institute  of  Peace  requests  an  appropriation  of 
$11,918,000  for  fiscal  year  1992. 

This  request  has  two  components: 

•$10,243,000  for  the  Institute's  basic  programming  as 
developed  before  the  United  States'  military  engagement  began, 
plus  the  funding  expenses  of  the  Spark  M.  Matsunaga  Medal  of 
Peace  authorized  by  Congress  as  one  of  its  last  acts  in  1990. 

•$1,675,000  to  fund  new  projects  within  the  Special  Program  in 
Middle  East  Peacemaking  and  Conflict  Resolution. 

In  this  budget  request,  greater  detail  is  presented  with  respect  to  the 
first  component  because  it  builds  upon  prior  year  programming  and 
has  undergone  more  detailed  development  over  a  longer  period  of 
time  than  the  Special  Middle  East  Program.  The  request  for 
$10,243,000  in  basic  funding  is  based  on  a  program-by-program 
assessment  of  the  appropriate  level  of  regular  program  operation  for 
the  Institute's  sixth  full  year  of  operation.  While  the  second 
component,  which  concentrates  on  post  Gulf-war  issues,  receives  less 
detailed  attention  here,  additional  plans  for  this  new  Program  will  be 
provided  to  the  Committees  prior  to  scheduled  congressional 
testimony  by  Institute  witnesses.  The  total  request  for  both 
components  is  well  below  the  $15,000,000  authorized  for  the 
Institute  for  fiscal  year  1992. 

For  fiscal  year  1991,  the  Institute  appropriation  was  initially 
$8,600,000.  This  amount  was  reduced  to  $8,393,000  by  a  budget 
reconciliation  measure.  Subsequently,  it  was  reduced  further  to 
$8,234,000  by  a  "mini-sequester."  Since  we  are  assured  that  the 
$159,000  reduction  from  the  mini-sequester  will  be  restored,  we 
have  considered  $8,393,000  as  the  amount  available  to  us  from  the 
appropriations  for  fiscal  year  1991. 

A  "no-growth"  budget  for  fiscal  year  1992  would  require  an 
appropriation  of  $8,911,000  (i.e.,  fiscal  year  1991  adjusted 
appropriation  of  $8,393,000  plus  an  inflation  factor  as  projected  by 
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the  Office  of  Management  and  Budget).  This  is  the  amount  included 
in  the  President's  Budget  Request  for  Fiscal  Year  1992.  (Note, 
however,  that  OMB  reviewed  the  Institute's  funding  request  for  only 
$10.1  million;  neither  the  Matsunaga  Medal  of  Peace  nor  the  Special 
Middle  East  Program  was  conceived  at  the  time  of  the  OMB  fall 
budget  review.) 

The  Institute  recognizes  that  the  increase  it  is  requesting  for  fiscal 
year  1992  may  appear  unusual  in  the  context  of  the  current  debate 
about  the  federal  budget.  It  strongly  believes,  however,  that  an 
increase  of  such  magnitude  is  justified  because  of  the  combination  of 
two  factors  applicable  to  last  year's  budget  request  that  remain  as 
true  today.  A  third  factor  growing  out  of  the  Gulf  war  reinforces 
them: 

(1)  The  world  continues  to  change  in  such  rapid  and  surprising  ways 
that  the  opportunities  and  the  needs  for  the  Institute's  contributions 
to  the  national  security  interest  continue  to  grow; 

(2)  The  Institute's  capacities  to  respond  to  such  new  international 
challenges  are  steadily  increasing  in  ways  that  enhance  its  ability  to 
help  American  policymakers  and  the  broader  public  understand  such 
changes;  and 

(3)  The  enormous  consequences  of  the  Gulf  war  for  the  United  States' 
international  position,  for  the  future  of  collective  security,  and  for  the 
states  and  peoples  of  the  Middle  East  challenge  the  Institute  to 
stretch  its  now  maturing  capabilities  in  every  possible  way  to  assist 
in  building  a  peaceful  post-war  international  order  in  that  region. 

Proposed  Change  to  Appropriations  Language 

The  Institute's  proposed  appropriations  language  for  fiscal  year  1992 
is  as  follows: 

For  necessary  expenses  of  the  United  States  Institute  of  Peace 
as  authorized  in  the  United  States  Institute  of  Peace  Act,  as 
amended,  $11,918,000. 
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Outline  of  this  Budget  Request 

The  remainder  of  this  document  supports  our  budget  request  as 
follows: 

Section  II  reviews  the  dramatic  changes  in  a  post-Cold  War  world, 
including  the  war  in  the  Gulf,  that  affect  the  Institute's  work  and  the 
importance  of  the  Institute  in  this  new  context. 

Section  III  presents  background  information  for  any  reader  not 
familiar  with  the  Institute's  history,  covering  its  origins,  Congressional 
mandate,  goals,  and  funding.  This  section  updates  materials  included 
in  earlier  budget  requests.  It  also  provides  details  on  organization 
and  staffing. 

Section  IV  presents  the  programs  planned  through  fiscal  year  1992, 
including  an  outline  of  the  new  Special  Program  for  Middle  East 
Peacemaking  and  Conflict  Resolution. 
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II.   THE  INSTITUTE  IN  A  POST-COLD  WAR  WORLD 

The  world  is  passing  through  an  era  of  unusually  rapid  and  dramatic 
change.  The  Institute  has  a  significant  potential  for  enhancing 
understanding  of  these  changes  and  for  assisting  policymakers  and 
the  public  to  assess  and  respond  to  them. 

One  Year  Ago 

To  illustrate  this  point,  the  Institute's  budget  request  for  fiscal  year 
1991  described  a  world  scene  that  still  is  largely  accurate  today.  In 
that  presentation  the  Institute  referred  to  the  dramatic  surge  of 
events  in  Eastern  Europe  and  the  Soviet  Union,  following  soon  after  a 
series  of  moves  toward  peaceful  resolution  of  a  number  of  Third 
World  conflicts  in  Cambodia,  Afghanistan,  Iran/Iraq,  Angola/Namibia, 
and  Central  America.  As  a  result  of  these  changes,  deterring  Soviet 
expansionism  no  longer  provided  the  controlling  framework  for 
American  foreign  policy  and,  consequently,  these  changes  had 
generated  a  pressing  need  for  new,  creative  thinking  about  issues  of 
peace  and  war. 

The  Institute's  fiscal  year  1991  budget  request  underlined  that  need 
with  words  that  are  still  highly  relevant  today: 

As  the  risk  of  nuclear  war  or  of  a  major  land  war  in  Europe 
clearly  recedes,  prospects  for  the  future  remain  highly 
uncertain.  Major  political  upheavals  in  the  Soviet  bloc  may 
bring  long-desired  freedoms  to  millions  of  East  Europeans  and 
Soviet  citizens;  but  the  resurgence  of  rival  nationalisms  is 
stirring  old  fears  and  animosities.  Western  Europe's  market 
integration  in  1992  may  have  even  greater  economic  and 
political  consequences  than  could  be  foreseen  only  months  ago. 
The  long-term  consequences  of  political  upheaval  in  the 
People's  Republic  of  China,  symbolized  by  the  dramatic  events 
in  Tienanmen  Square  in  June  1989,  are  far  from  clear.  And  as  a 
new  century  approaches,  the  specific  gravity  of  Japan  and  of  the 
Pacific  Rim  nations  in  global  politics  will  surely  grow  apace. 

In  the  Third  World,  disputes  lap  over  borders  as  old  tensions- 
many  of  them  religious  or  ideological  in  origin— produce  new 
threats  to  peace.  The  incidence  of  internal  violence  and 
international  conflict  is  already  high.  Several  non-European 
powers    have    acquired    the    sophisticated    weapons  and 
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technology  necessary  to  conduct  chemical  and  nuclear  warfare. 
As  arsenals  in  Europe  start  to  diminish,  the  already  huge 
stockpiles  of  tanks,  warplanes,  and  missiles  in  the  Middle  East 
continue  to  expand.  The  enormously  destructive  Iran-Iraq  war, 
which  took  an  estimated  1  million  lives,  the  continuing 
Palestinian  uprising  in  the  West  Bank  and  Gaza,  and  the 
seemingly  insoluble  tragedy  of  Lebanon  are  all  recent  examples 
of  the  potential  for  violent  conflict  in  that  region.  On  other 
continents— Sudan,  Ethiopia,  Northern  Ireland,  Sri  Lanka, 
Kashmir,  Salvador,  Peru,  Burma,  Punjab— the  roll  call  of  violent 
conflicts  stretches  on  and  on. 

Even  when  diplomacy  has  produced  an  initial  step  toward  peace 
—a  truce— subsequent  events  in  Afghanistan,  Cambodia,  Angola, 
the  Persian  Gulf,  and  Central  America  all  demonstrate  that  the 
lasting  resolution  of  conflicts  is  a  far  more  complex  and 
prolonged  process  than  many  imagine.  Despite  hopeful  signs, 
international  violence  in  many  regions  of  the  Third  World 
seems  likely  to  continue  well  into  the  1990s  and  beyond. 

Meanwhile,  multilateral  bodies— from  the  United  Nations  and 
the  World  Court  to  regional  organizations  like  the  Committee  for 
Security  and  Cooperation  in  Europe— are  showing  that  they  can 
play  newer  and  more  constructive  roles.  As  East-West 
confrontation  has  eased,  the  United  Nations  has  played  an 
important  part  in  ending  several  conflicts  in  Asia  and  Africa.  It 
has  returned  to  its  original  missions  of  peacemaking  and 
peacekeeping:  nurturing  the  Geneva  Accord  calling  for  Soviet 
withdrawal  from  Afghanistan;  sponsoring  and  helping  to 
implement  the  multilateral  agreement  leading  to  Namibian 
independence  and  the  evacuation  of  Cuban  troops  from  Angola; 
working  successfully  for  the  Iran-Iraq  armistice;  cooperating 
with  the  Organization  of  American  States  in  Central  America; 
and  playing  a  lead  role  in  multilateral  negotiations  aimed  at 
ending  Cambodia's  agony.  The  award  of  the  Nobel  Peace  Prize 
to  the  United  Nations  Peacekeeping  forces  in  1988  was  an 
altogether  fitting  recognition  of  the  role  of  the  "Blue  Helmets"  in 
patrolling  volatile  armistice  lines.  These  trends  suggest  that 
international  organizations  may  take  on  greater  importance  and 
responsibilities  as  more  nations  seek  to  work  in  concert  to 
strengthen  the  rule  of  law  in  international  conduct. 
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Just  as  traditional  forms  of  diplomacy,  negotiation,  and 
sovereignty  must  be  reexamined,  so  conventional  assumptions 
among  foreign  policy  professionals  and  the  American  public 
about  the  nature  of  international  threats  to  world  order  need 
serious  reconsideration.  Resurgent  forms  of  ethnic  and  religious 
violence  and  new  forms  of  transnational  conflict  differ  from 
traditional  aggression  across  frontiers-but  they  may  be  equally 
destructive  to  global  security.  Low-intensity  conflict  and  secret 
warfare— including  the  use  of  terrorism  by  states,  private 
groups,  and  revolutionary  movements—threaten  the 
international  order  in  new  ways  that  transform  the  manner  in 
which  policymakers,  diplomats,  and  the  public  must  approach 
questions  of  peace  and  security. 

Violence  sparked  by  deepening  economic  deprivation  or  the 
cruel  flouting  of  basic  human  rights,  transnational 
environmental  threats,  the  easy  production  of  such  highly 
destructive  new  weapons  systems  as  ballistic  missiles  and 
chemical  weapons,  the  rapid  diffusion  of  satellite  surveillance 
technology,  and  other  technological  leaps  in  a  shrinking  world 
pose  new,  complex  challenges  for  peacemaking.  In  short,  the 
next  decade  may  witness  a  profound  transformation  in  world 
politics,  but  not  necessarily  a  more  peaceful  planet. 

The  World  of  Today 

The  year  that  has  passed  has  amply  validated  the  Institute's 
foresight,  while  producing  a  new  crop  of  conflicts  and  unexpected 
crises.  Just  as  last  year's  unforeseen  pace  of  peaceful  revolution  in 
Eastern  Europe  and  the  Soviet  Union  astonished  the  world,  a  new 
international  crisis  leading  to  war  in  the  Persian  Gulf  took  the  world 
by  surprise. 

Iraq's  unprovoked  attack  and  occupation  of  Kuwait  instantaneously 
refocused  world  attention  from  prospects  for  wider  peace  to  the 
possibility  of  a  major  war.  The  subsequent  unprecedented  degree  of 
collaboration  between  the  United  States  and  the  Soviet  Union,  paved 
the  way  for  a  degree  of  collective  international  action  authorized  by 
the  United  Nations  Security  Council  unmatched  since  the  outbreak  of 
the  Korean  War.  The  Council,  with  vigorous  American  leadership,  has 
begun  to  play  the  role  its  architects  had  originally  designed  for  it,  and 
a  new  era  of  collective  security  may  be  being  born.  The  Gulf  war  now 
may  be  reaching  its  final  stages,  revealing  the  enormous  challenges 
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for  peacemakers  that  lie  ahead,  both  in  terms  of  how  to  end  the 
fighting  on  acceptable  terms  and  how  to  deal  with  a  host  of  regional 
and  global  issues  that  must  be  successfully  addressed  if  a  stable 
structure  of  peace  is  now  to  be  erected  is  that  vital  region. 

While  the  Gulf  war  now  dominates  center  stage,  other  new  conflicts 
have  arisen  and  old  ones  continue  unresolved.  As  a  clear  case  of  old- 
fashioned  aggression  across  an  international  border,  this  crisis  may 
well  be  an  anomaly.  Most  current  conflicts  start  from  internal 
divisions  within  nation-states,  and  many  nations  confront  violent 
internal  conflicts  that  have  international  ramifications.  The  Soviet 
Union's  military  actions  in  Vilnius  and  Riga  threaten  much  that  has 
been  accomplished  both  in  the  Baltic  States  and  in  U.S. -Soviet 
relations.  Liberia  has  suffered  from  a  bloody  civil  war  that  has  ended 
only  with  forceful  intervention  by  an  ad-hoc  regional  military 
peacemaking  force;  Trinidad  has  lived  through  a  Moslem-led  revolt; 
South  Africa  struggles  toward  a  new  constitutional  order  amid  rising 
violence;  peace  talks  are  moving  slowly  in  El  Salvador  and  hostilities 
continue;  Cambodia  has  both  a  continuing  Khmer  Rouge  threat  and 
new  possibilities  for  a  major  United  Nations  role;  India  and  Pakistan, 
two  nations  with  nuclear  potential,  face  the  threat  of  a  major  war 
over  Kashmir;  and  Yugoslavia  seems  increasingly  headed  for  a  civil 
war,  a  breakup  into  constituent  republics,  or  both.  Meanwhile,  other 
ethnic  upheavals  threaten  the  Soviet  Union's  future  and  newly  free 
nations  in  Eastern  Europe  confront  daunting  internal  challenges  to 
their  political  cohesion. 

The  World  of  Tomorrow  and  the  Institute's  Increasing  Importance 

As  this  budget  request  is  being  submitted,  it  is  impossible  to  know 
the  outcome  of  the  Gulf  war  and  its  effects  on  the  Middle  East  and  the 
rest  of  the  world.  This  being  so,  attempting  to  forecast  the  state  of 
world  peace  and  conflict  in  the  short-term  (e.g.  through  1992),  the 
medium-term  (e.g.,  the  next  five  years),  or  the  long-term  (e.g.  the 
year  2000  and  beyond)  becomes  all  the  more  difficult  and  at  the 
same  time  all  the  more  imperative. 

Although  intended  only  as  a  sampling,  in  its  Biennial  Report  covering 
fiscal  years  1988  and  1989  (issued  in  the  Spring  of  1990)  the 
Institute  presented  a  list  of  questions  and  comments  that  seemed 
likely  to  make  up  the  peacemakers'  agenda  for  the  early  1990s.  They 
continue  to  be  relevant  today: 
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How  will  the  Soviet  Union's  relationship  with  the  Baltic  nations 
and  other  nationalities  within  its  territory  evolve?  What  is  the 
future  of  Yugoslavia  and  of  national  minorities  in  it  and  in  other 
Balkan  nations? 

What  will  be  the  outcome  of  the  accelerating  drive  for  German 
reunification,  and  what  will  be  the  effects  of  that  drive  on 
Western  and  Eastern  Europe? 

What  enhanced  role  can  the  United  Nations,  regional 
organizations  such  as  the  Organization  of  American  States,  and 
other  multilateral  bodies  play  in  efforts  to  resolve  international 
conflicts  in  the  Third  World? 

What  could  be  the  impact  of  more  U.S.-U.S.S.R.  cooperation  on 
the  many  ethnic  and  regional  disputes  in  various  parts  of  the 
world? 

To  what  extent  will  dramatic  moves  toward  pluralism  and 
democracy  in  Central  and  Eastern  Europe  stimulate  similar 
trends  in  other  regions,  such  as  the  Middle  East? 

How  will  the  countries  of  Latin  America  respond  to  the 
increasing  threats  to  long-term  peace  and  stability  in  their 
region  arising  from  the  debt  crisis,  drug  trafficking, 
insurgencies,  terrorism  and  a  general  crisis  of  authority? 

How  can  nations  involved  in  regional  conflicts  where  violence 
has  been  halted  or  substantially  reduced  (e.g.,  Afghanistan,  the 
Persian  Gulf  countries,  Nicaragua,  and  Angola)  move  toward 
more  permanent  resolution  of  the  basic  conflicts? 

What  will  the  impact  be  of  the  increasing  number  of  Third 
World  nations  that  produce  or  obtain  advanced  weapons  such  as 
ballistic  missiles  and  chemical  or  nuclear  weapons? 

Better  research  and  analysis  can  do  much  to  assist  policymakers 
and  others  who  must  deal  with  such  questions.  As  an 
independent,  nonpartisan,  Federal  institution,  the  United  States 
Institute  of  Peace  can  and  should  play  a  significant  role  in 
helping  the  Government  and  the  American  people  address  these 
and  other  crucial  issues  of  the  new  decade.    The  Institute  is  now 
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well  equipped  to  play  such  a  role,  provided  that  adequate 
financial  resources  are  made  available  to  realize  its  potential. 

Faced  with  these  largely  unanswered  questions,  the  task  of  the 
Institute,  as  stated  in  the  Institute's  Budget  Request  for  Fiscal  Year 
1991,  continues  to  be: 

....to  identify  and  unravel  the  complexities  of  that  agenda  and  to 
help  both  professionals  and  the  American  people  not  only  to 
understand  them  more  fully,  but  to  apply  that  knowledge  to 
achieving  a  more  peaceful  international  order.  In  a  world  still 
afflicted  by  violent  conflicts  on  every  continent,  the  Institute's 
role  is  to  enlarge  the  peacemaking  capacity  of  the  United  States 
and  others  to  promote  peace  with  justice  and  freedom.  The 
Institute's  purpose,  in  short,  is  not  to  make  peace  but  to  help 
create  better  peacemakers  and  to  expand  knowledge  of  the 
processes  leading  to  a  lasting  resolution  of  international 
conflicts  and  violence.  In  pursuing  these  goals,  the  Institute 
strives  to  relate  its  work  to  real-world  conditions  and  to 
provide  insights  about  peace  and  peacemaking  that  are  both 
timely  and  relevant  for  those  who  need  them:  diplomats, 
policymakers,  the  Congress  and  its  staff,  scholars,  journalists, 
educators,  and  the  American  people  in  general. 

Although  scholarly  research  may  seem  only  distantly  connected 
to  the  torrid  pace  of  current  events,  the  historical  origins  of 
conflict  affect  the  present  with  ferocious  intensity.  Lebanon, 
Northern  Ireland,  Southern  Africa,  the  West  Bank  and  Gaza, 
Cambodia,  and  Ethiopia  are  but  a  few  such  examples  of  deeply 
rooted  current  conflicts.  Both  the  scholar's  patient  review  of  the 
forces  of  history  and  the  experienced  diplomat's  practical 
reflections  on  that  history  can  assist  current  negotiators  and  a 
concerned  public. 

These  statements  remain  fully  applicable  for  fiscal  year  1992  and 
beyond.  The  Institute's  agenda  is  the  continuing  agenda  of  a  world 
caught  between  pressures  of  war  and  yearnings  for  peace.  It  is  a 
challenge  unbounded  by  fiscal  years,  and  the  Institute  program 
proposed  for  fiscal  year  1992  will  help  to  further  strengthen 
America's  capacity  to  respond  successfully  to  that  challenge. 
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III.  INSTITUTE'S  ORIGINS,  FUNDING  HISTORY  AND 
ORGANIZATION 

Origins.  Congressional  Mandate,  and  Goals 

The  United  States  Institute  of  Peace  is  the  youngest  national 
institution  created  by  Congress  as  a  reflection  of  America's 
commitment  to  achieving  a  more  peaceful  world  dignified  by  justice 
and  individual  freedom.  The  Institute's  immediate  forebears  are  the 
Peace  Corps  and  the  Arms  Control  and  Disarmament  Agency,  both 
established  three  decades  ago,  in  1961.  The  Institute  traces  its 
lineage  to  the  proposal  made  in  1793  by  Dr.  Benjamin  Rush  and 
Benjamin  Banneker  in  Banneker's  Almanack  and  Ephemeris  that  the 
Constitution  provide  for  a  "peace  office."  Through  many  proposals 
over  the  years,  particularly  during  the  decades  before  and  after 
World  War  II,  the  idea  of  a  national  educational  institution  devoted  to 
fundamental  questions  of  peace  among  nations  persisted. 

Congress  established  the  Institute  in  October  1984  in  a  bipartisan 
action.  directed  the  Institute  to  explore  the  broadest  possible 

agenda,  from  basic  questions  of  peace  and  war  to  dissections  of 
specific  disputes,  and  to  develop  and  disseminate  many  types  of 
information  from  this  work,  from  practical  handbooks  to  scholarly 
essays.  In  the  words  of  the  United  States  Institute  of  Peace  Act 
[section  1702(b)]: 

It  is  the  purpose  of  this  title  to  establish  an  independent, 
nonprofit,  national  institute  to  serve  the  people  and  the 
Government  through  the  widest  possible  range  of  education  and 
training,  basic  and  applied  research  opportunities,  and  peace 
information  services  on  the  means  to  promote  international 
peace  and  the  resolution  of  conflicts  among  the  nations  and 
peoples  of  the  world  without  recourse  to  violence. 

Congress  made  three  basic  decisions  that  have  fundamentally  shaped 
the  Institute's  development.  First,  it  set  the  Institute  outside  the 
daily  political  realm  of  national  policymaking  and  insulated  it  from 
political  pressures  without  releasing  it  from  public  accountability.1 


1  Because  the  Institute's  funding  derives  solely  from  federal  appropriations  and  because  all  expenditures  must 
be  accounted  for  to  Congress,  congressional  oversight  is  guaranteed.  See  sections  1705(g),  1708(h)  and 
1712  of  the  United  States  Institute  of  Peace  Act,  Appendix  G.  The  Board  is  explicitly  bipartisan,  as  no 
more  than  eight  members  may  belong  to  the  same  political  party.  Section  1706(c).  To  implement  the  audit 
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Second,  it  pointed  the  Institute  toward  educational  endeavors  and 
away  from  direct  intervention  in  international  disputes.  Third,  it 
barred  the  Institute  from  receiving  private  contributions,  so  the 
Institute  is  funded  wholly  by  federal  appropriations.  Legislative 
history  supports  the  conviction  that  the  United  States  Institute  of 
Peace  was  intended  by  Congress  to  be  a  national  institution  and  that 
adequate  federal  funding  is  essential. 

Within  this  broad  legislative  mandate,  the  Institute  has  established 
three  approaches  to  achieve  its  goals: 

•Expand  basic  and  applied  knowledge  about  international 
conflict  and  peace  by  sponsoring  serious  research. 

•Disseminate  such  information  to  those  who  can  best  use  it  in 
policymaking,  diplomacy,  journalism,  research  and  teaching, 
citizen  education,  and  allied  pursuits. 

•Promote  informed  public  discussion  and  understanding  of  the 
complex  nature  of  international  conflict  and  peacemaking. 

To  accomplish  its  goals,  the  Institute  employs  a  variety  of 
programmatic  means  authorized  by  the  statute  to  pursue  its  broad 
goal  of  strengthening  the  nation's  capacity  to  promote  the  peaceful 
resolution  of  international  conflicts.  They  include  fellowships;2  formal 
and  informal  institutional  relationships;3  in-house  research  and 
studies;4  public  outreach;5  university  program  support;6  training, 
symposia,  and  continuing  education  programs;7  publications  and  other 
information  dissemination;8  library  and  data  information  services;9 
and  grants  and  contracts.10 


requirements  of  sections  1708(d)  and  (g),  the  Institute  has  retained  the  services  of  the  accounting  firm  of 

Ernst  &  Young. 

2Id.  §  1705(b)(1). 

3Id.  §1705(b)(2). 

4Id.  §1705(b)(3). 

5Id.  §1705(b)(4). 

6Id.  §  1705(b)(5). 

7Id.  §1705(b)(6). 

8Id.  §1705(b)(7)-(8) 

9Id.  §  1705(b)(5),  (b)(8),  and  (c). 

10Id.  §  1705(c).  In  addition  to  the  extensive  and  varied  list  of  instruments  toward  which  the  Act  directs  the 
Institute's  Board,  Congress  included,  in  sections  1705(a)  and  (1),  general  operational  authority  under  which 
additional  kinds  of  programs  could  be  initiated. 
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Funding  History 

Authorizations  and  Appropriations 

The  following  table  sets  out  the  authorization  and  appropriation 
history  of  the  United  States  Institute  of  Peace.  It  shows  by  fiscal  year 
the  authorization  of  appropriations  for  the  Institute,11  the  President's 
budget  requests,  the  Institute's  budget  requests,12  actions  by  each 
House  of  Congress,  and  appropriations  (before  and  after  adjustments). 


AUTHORIZATION  AND  APPROPRIATION  HISTORY 
Fiscal  Years  1985-1992 
(in  thousands  of  dollars) 


Admin 

USIP 

House 

Senate 

Appropriation 

Final 

Fiscal 

Authori- 

Funding 

Funding  Allow- 

Allow- 

Before 

Adjust- 

Appro- 

Year 

zation 

Request 

Request 

ance 

ance 

Adjustments 

tments 

priation 

1985 

6000 

4000  . 

4000 

1986 

10000 

1987 

6000 

1250 

1**13 

1250 

625 

625 

1988 

10000 

3310 

10000 

5000 

4308 

(18)14 

4290 

1989 

10000 

3376 

8604 

***15 

8000 

7000 

(84)16 

6916 

1990 

10000 

6916 

9450 

6916 

8000 

7650 

(100)17 

7550 

1991 

inonn 

7T7n 

9200 

8A00 

9200 

8600 

(207:159) 

18  83931 

1992 

15000 

8911 

11918 

1  hn  the  Act  of  October  31, 1988,  PJL.  100-569,  Tide  HI-UNITED  STATES  INSTITUTE  OF  PEACE,  102 
Stat.  2862, 22  U.S.C.  4609,  Congress  amended  section  1710  of  the  United  States  Institute  of  Peace  Act  and 
provided  for  authorizations  of  appropriations  for  five  years  as  follows:  fiscal  year  1989,  $10,000,000;  fiscal 
year  1990,  $10,000,000;  fiscal  year  1991,  $10,000,000;  fiscal  year  1992,  $15,000,000;  and  fiscal  year  1993, 
$15,000,000. 

12As  an  independent  federal  establishment  outside  the  Executive  Branch,  Congress  empowered  the  Institute 
to  take  funding  requests  directly  to  Congress  and  directed  that  such  budget  proposals  be  provided  to  the  Office 
of  Management  and  Budget  for  comment  at  the  time  they  are  transmitted  to  Congress.  Section  1709(a). 
13Item  not  included  in  House  appropriations  bill  because  of  the  absence  of  authorization  for  higher  education 
programs  at  the  time  of  mark-up. 

14The  fiscal  year  1988  Labor-HHS-Education  appropriations  measure  directed  the  Office  of  Management  and 
Budget  to  reduce  overall  funds  available,  according  to  travel  items.  The  Institute's  share  was  $18,000  (PL. 
100-202,  section  512). 

15Item  not  included  in  House  appropriations  bill  because  of  the  absence  of  authorization  for  higher  education 
programs  at  the  time  of  mark-up. 

16The  fiscal  year  1989  Labor-HHS-Education  appropriations  measure  directed  an  across-the-board  cut  of  12 

percent,  reducing  the  Institute's  available  funding  by  $84,000  (P.L.  100-436,  section  517). 

17 Application  of  the  Gramm-Rudman-Hollings  sequester  provision  reduced  the  Institute's  final  fiscal  year 

1990  funding  level  by  $100,000  (P.L.  99-177). 

^initial  appropriation  of  $8,600,000,  reduced  by  $207,000  under  budget  reconciliation  legislation,  to 
$8,393,000.  Later  a  mini-sequester  added  a  further  reduction  of  $159,000  to  $8,234,000.  The  President's 
Budget  Request  for  Fiscal  Year  1992  describes  this  $159,000  as  an  amount  to  be  restored  during  fiscal  year 

1991  so  that  the  Institute  expects  its  final  appropriation  for  fiscal  year  1991  to  be  $8,393,000.  See 
Appendix  B. 

*9  See  footnote  number  18. 
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Operating  Budgets 

The  Institute's  operating  budget  for  each  fiscal  year  includes  (1)  the 
final  appropriation  for  that  year  as  indicated  above,  plus  (2)  any 
funds  carried  over  from  the  preceding  year,  and  (3)  interest  earned 
on  funds  held  in  the  Endowment  of  the  United  States  Institute  of 
Peace20  and  miscellaneous  receipts  (e.g.,  sales  of  videotapes). 

As  indicated  in  the  table  below,  the  Institute  has  had  operating 
budgets  of  $4,325,000  in  fiscal  year  1987,  $5,467,000  in  fiscal  year 
1988,  $7,293,000  in  fiscal  year  1989,  and  $8,132,000  in  fiscal  year 
1990.  This  $8,132,000  amount  includes  $328,000  of  fiscal  year  1990 
funds  covering  commitments  made  in  fiscal  year  1990  but  not 
obligated  until  early  fiscal  year  1991.  The  operating  budget  for  fiscal 
year  1991  is  estimated  at  $8,790,000  and  does  not  include  the 
$328,000  of  grants  committed  but  not  obligated  in  fiscal  year  1990. 
It  is  anticipated  that  the  full  operating  budget  for  fiscal  year  1991 
will  be  obligated  or  firmly  committed  by  the  end  of  the  year  and  that 
there  will  be  no  significant  carryover  into  fiscal  year  1992. 
Consequently,  with  an  appropriation  of  $11,918,000,  the  operating 
budget  for  fiscal  year  1992  will  be  an  estimated  $12,238,000. 


20In  September  1987,  the  Institute's  Board  of  Directors  established  the  Endowment  of  the  United  States 
Institute  of  Peace  in  the  District  of  Columbia  as  a  complementary  corporation  to  the  Institute,  sharing  the 
same  directors  and  officers  and  operating  for  the  same  purposes  with  the  additional  authority  to  invest  funds. 
See  section  1704(c).  Pursuant  to  section  1710(b),  the  Institute  Board  is  authorized  to  transfer  appropriated 
funds  to  the  Endowment  See  also  Biennial  Report  of  the  United  States  Institute  of  Peace-1987.  pp.  27-28, 
notes,  and  pp.  61-67,  and  Biennial  Report  of  the  United  States  Institute  of  Peace-1989.  pp.  56  and  125-128. 
The  Board  transfers  unobligated  or  unexpended  funds  from  the  Institute's  Treasury  account  to  the 
Endowment's  account,  which  presently  is  in  the  Riggs  National  Bank  of  Washington,  D.C.  The  funds, 
which  originate  in  the  Treasury  as  "no  year"  monies,  also  remain  available  in  the  Endowment  until 
expended.  The  Board  has  directed  the  Institute's  president  to  implement  a  conservative  investment  policy, 
placing  Endowment  funds  only  in  federally-secured  accounts  or  invested  in  federally  issued  or  guaranteed 
securities,  such  as  Treasury  bills. 
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OPERATING  BUDGETS 
Fiscal  Years  1985-1992 
(in  thousands  of  dollars) 


Final 

Fiscal 

Appro- 

Carryover 

Operating 

Year 

priation 

&  Interest 

Budget 

1985 

4000 

1986 

4000 

4000 

1987 

625 

3700 

4325 

1988 

4290 

1177 

5467 

1989 

6916 

377 

7293 

1990 

7550 

58221 

8132 

1991 

839322 

397  (Estimate) 

8790 

1992 

11918  (Request) 

320  (Estimate) 

12238 

Organization 

and  Staffing 

As  an  independent  nonprofit  corporation,  the  Institute  is  governed  by 
a  15-member  Board  of  Directors,  11  appointed  from  the  public  by  the 
President  and  confirmed  by  the  Senate  and  4  Executive  Branch 
officials  who  serve  ex  officio. 

At  the  close  of  fiscal  year  1990,  the  Institute's  full-time  permanent 
staff  positions  numbered  39  and  FTEs  for  that  year  totalled  37.  The 
Institute  has  not  yet  finally  determined  the  additional  positions  for 
the  Special  Middle  East  Program,  but  for  its  regular  programming  it 
projects  (1)  44  full-time  permanent  staff  positions  for  fiscal  year 
1991  and  47  for  fiscal  year  1992  and  (2)  46  FTEs  for  fiscal  year  1991 
and  49  for  fiscal  year  1992.  The  Institute's  organization  and  planned 
staffing  for  fiscal  year  1992  is  shown  on  the  chart  on  page  19. 


21Includes  funds  available  from  one-time  deobligations  of  prior  year  funds  and  estimated  interest  earned  on 
investments. 

^See  footnote  number  18. 
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PERSONNEL  SUMMARY23 
Fiscal  Years  1990-1992 


FY  1990 
(Actual) 


FY  1991 
(Estimate) 


FY  1992 
(Estimate) 


Full-Time  Permanent 
Positions 


39 


44 


47 


Compensable  Work  Years 
(Full-time  equivalent 
employment) 


37 


46 


49 


Of  the  39  full-time  permanent  positions,  37  were  filled  as  of  the  close 
of   fiscal    year    1990.      The   two   unfilled   positions    are   (1)  the 
]  Administrative  Officer  in  the  Administrative  Office,  and  (2)  the  Media 
I  Officer  in  the  Education  and  Training  Program.    Recruitment  has  been 
deferred  in  these  cases,  but  will  be  completed  in  fiscal  year  1991. 

j  The    Institute's    staff    growth    reflects    (1)    greater    need    in  the 
I  administrative    area,    partly    because    of    the    termination  of 
;  administrative     support     from     the    White     House     Office  of 
Administration;    (2)    growing   needs   in   the   education   and  public 
information  area  and  in  Institute  publications;  and  (3)  a  slowdown  in 
the   growth   of  library  programs.      As   of  the  time  the  Institute 
submitted  its  budget  request  for  fiscal  year  1991,  the  Institute  had 
!  planned  to  add  three  positions  in  fiscal  year  1991  -  an  indexer  and  a 
!  secretary  for  the  Library  Program,  and  an  education  specialist  for  the 
Education  and  Training  Program.     The  Institute  now  plans  instead  to 
defer  the   establishment  of  the  indexer  position   and   to   shift  the 
!   secretarial  position  to  support  its  Education  and  Training  Program  and 
its  Religion,  Ethics,  and  Human  Rights  activities.    In  addition,  a  part- 
time  position  in  the  Public  Affairs  and  Information  Office  will  become 
a  full-time  position,  a  Book  Editor  will  be  added  to  the  Publications 
and  Marketing  Office,  and  a  new  position  of  Systems  Manager  for  the 
Institute's  computer-based  information  systems  will  be  established. 

In  fiscal  year  1992,  the  Institute  plans  to  add  one  position  to  its 
Library  Program,  a  second  Book  Editor  to  its  Publications  and 
Marketing  Office,  and  a  secretary  to  its  Research  and  Studies  Program. 


|  23The  Personnel  Summary  and  Organization  Chart  do  not  include  additional  positions  for  the  Special 
I   Middle  East  Program.  See  page  21. 
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After  the  end  of  fiscal  year  1990,  the  Institute  is  no  longer  able  to  use 
the  services  of  the  White  House  Office  of  Administration  and  instead 
has  concluded  a  support  agreement  with  the  General  Services 
Administration  (GSA).  Since  GSA  is  not  able  to  provide  all  of  the 
services  that  the  Office  of  Administration  previously  furnished,  the 
Institute  has  upgraded  the  computer  information  system  of  its 
Administrative  Office  so  that  it  can  perform  more  of  these  services 
in-house.  This  upgrading  is  part  of  a  broader  improvement  of  the 
Institute's  information  systems.  The  annual  charges  from  GSA  are 
expected  to  be  less  than  those  from  the  Office  of  Administration. 

The  Institute  uses  short-term,  part-time  and  intermittent  consultants 
and  part-time  employees  whenever  possible,  a  policy  that  explains 
the  fact  that  the  number  of  compensable  work  years  (FTEs)  is  greater 
than  the  number  of  permanent  positions.  This  approach  enables  the 
Institute  to  mobilize  personnel  resources  without  making  the  longer 
term  commitments  that  full-time  permanent  employment  would 
involve;  the  Institute  in  this  way  reserves  the  option  to  reduce  levels 
of  effort  if  the  needs  of  the  Institute  change  in  unanticipated  ways. 

The  Institute  has  begun  a  new  management  practice  by  assigning  to 
certain  senior  staff  members  special  responsibility  for  planning  and 
coordinating  the  Institute's  activities  in  subject  areas  of  particular 
concern,  keyed  to  the  expertise  of  the  staff  members  involved.  These 
functional  oversight  duties  are  additional  to  their  regular  duties. 
Examples  of  this  approach  include  the  following: 

Subject  Area  Staff  Member 

Middle  East  and  President  (Ambassador 


the  United  Nations 


Samuel  Lewis) 


Latin  America  and 

Economic  Development 


Executive  Vice  President 


Eastern  Europe 

and  Soviet  Union 


(Charles  E.  Nelson) 
Director,  Research  & 


Studies  Program 


Rule  of  Law  Projects 


(Kenneth  Jensen) 
General  Counsel 


(Charles  D.  Smith) 
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ORGANIZATION  CHART 

Full-Time  Permanent  Positions 
FISCAL  YEAR  1992  (Projected) 


BOARD  OF  DIRECTORS 


ADMINISTRATIVE  OFFICE 


Director 
Administrative  Officers  (2) 
Information  Systems  Manager 
Administrative  Specialist 
Staff  Assistant 
Receptionist 


President 
Executive  Vice  President 
Special  Assistant 
Executive  Secretary  •  ■ 


General  Counsel 


GRANT 
PROGRAM 


Director 
Program  Officers  (2) 
Grant  Administrator 

Secretary 


JENNINGS 
RANDOLPH 
FELLOWSHIP 
PROGRAM 


Director 
Program  Officer 
Program  Administrator 
Secretary 


RESEAI 
STUDIES 


RIGHTS 


Project  Officers  (3) 
Program  Assistant 
Secretary 


Senior  Scholar 
Secretary  (.5) 


EDUCATION 

AND 
TRAINING 


Director 
Education  Specialist 
Media  Officer 
Project  Officer 
Secretary  (.5) 


PUBLIC 


■  

AFFAIRS 
AND 
INFORMATION 


Director 
Public  Affairs  Specialist 
Program  Assistant 


Formerly  Education  and  Public  Information  Program 


PUBLICATIONS 
AND 
MARKETING 


Director 
Periodicals  Editor 
Book  Editors  (2) 
Marketing  Specialist 
Production  Manager 
Secretary 


ANNETTE  RANKIN 
LIBRARY  PROGRAM 


Director 
Reference  Librarian 
Library  Specialist 
Library  Clerk 


Trie  total  number  ol  lull-time  permanent  positions  not  including 
consultants  and  part-time/temporary  positions  is  47.   This  number 
does  not  include  additional  positions  lor  the  Middle  East  Program. 
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V.    INSTITUTE  PROGRAMS 


Background  Summary  of  Program  Activities 

As  instruments  to  accomplish  its  goals,  the  Institute  has  established 
the  following  programs  and  activities: 

•  Grants; 

•  Jennings  Randolph  Fellowships; 

•  Research  and  Studies; 

•  Religion,  Ethics,  and  Human  Rights; 

•  Jeannette  Rankin  Library;  and 

•  Education  and  Public  Information,  which  initially  was  a  single  unit  but  now  is 
composed  of  the  following  separate  units: 

-  Education  and  Training; 

-  Publications  and  Marketing;  and 

-  Public  Affairs  and  Information. 


Although  these  program  activities  are  organized  largely  by  types  of 
delivery  mechanism  (e.g.  grants,  fellowships,  and  library  services),  a 
number  of  cross-cutting  themes  have  received  attention  in  more  than 
one  program.  Much  of  the  Institute's  program  activity  can  be 
summarized  according  to  the  following  topics,  each  of  which  is 
described  in  greater  detail  in  Appendix  C. 


Negotiations 

Conflict  Management  and 

Negotiation  Training 
Conflict  Resolution 
International  Law 
United  Nations  and  International 

Organizations 
East- West  Relations 
Arms  Control 
Deterrence 

Soviet  Union  and  Eastern  Europe 
Domestic  Governance  and  Rule  of  Law 
Terrorism  and  Low-Intensity  Conflict 
Origins  of  Violence 
International  Development  and 
Economics 


Regional  and  National  Conflicts 
General 
Africa 
Middle  East 
South  Asia 
East  Asia 

Latin  America  and  Caribbean 
Northern  Ireland 
Pacifism  and  Peace  Movements 
Religion  and  Ethics 
Human  Rights 
Education 

Pre-collegiate 

College/University 

General  Public 
Library  and  Information  Services 
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OBLIGATIONS  AND  COMMITMENTS  BY  PROGRAMS 
Fiscal  Years  1988-1992 
(in  thousands  of  dollars) 


Program 


FY  1988 


FY  1989 


Obligations 


FY  199Q* 


FY  199V 


FY  1992 


Commitments  (Estimated) 


Special  Middle  East  Program 
Grants 

Jennings  Randolph 

Fellowships 
Research  and  Studies 
Religion,  Ethics,  and 

Human  Rights 
Education  and  Public 
Information 
Education  and  Training 
Publications  and  Marketing 
Public  Affairs  and  Information 
Jeannette  Rankin  Library 
Management  and  Administration 


2352 

992 
217 


618 


8 

1243 


3275 

1100 
403 


901 


245 
1367 


715 
637 
165 


2606 

1303 
673 

111 

1517 


287 
1483 


1033 
863 
231 


2538 

1427 
686 

183 

2127 


359 
1470 


1681 
1002 
255 


1675 
3123 

1588 
776 

202 

2938 


414 
1522 


TOTAL 


i420_ 


_229J_ 


-Z2SQ 


mo. 
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*$328,000  for  grants  approved  and  committed  in  late  fiscal  year  1990,  but  not  obligated  until  early  fiscal 
year  1991,  are  included  in  the  figures  for  fiscal  year  1990. 


Programs  Directions  Through  Fiscal  Year  1992 

From  fiscal  year  1990  through  fiscal  year  1992,  the  Institute  has 
given  and  will  continue  to  give  priority  to  (1)  initiatives  specially 
designed  to  respond  to  the  rapidly  changing  world  situation 
particularly  in  a)  the  Middle  East,  b)  Central  and  Eastern  Europe  and 
the  Soviet  Union,  and  c)  other  third  world  conflicts;  and  (2)  further 
development  of  its  education  and  public  information  programs 
(including  the  library  program).  The  growth  of  other  grant  and 
fellowship  activities  has  had  to  be  slowed  to  make  resources  available 
for  these  priorities. 

Special  Middle  East  Program  in  Peacemaking  and  Conflict 
Resolution 

The  Gulf  war  will  surely  end  in  a  few  months,  if  not  a  few  weeks.  The 
18  to  24  months  which  follow  will  be  a  time  of  great  opportunity  for 
the  United  States  and  for  other  nations  hoping  to  help  construct  a 
more  peaceful,  prosperous,  just,  and  stable  order  in  the  region. 

At  the  same  time,  obstacles  to  achieving  that  vision  will  be  enormous. 
The  Arab  political  system  has  been  fractured  in  an  unprecedented 
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way  by  Iraq's  attack  on  Kuwait  and  its  dramatic  aftermath.  Political 
and  social  forces  from  Iran  to  Mauritania  are  in  ferment;  several  Arab 
regimes  could  fall  in  the  wake  of  the  war  and  of  the  divisions 
between  rulers  and  ruled  which  it  has  sharpened.  The  Palestinian 
movement  is  in  crisis;  the  PLO  could  well  fragment  or  change  leaders. 
Turkey's  return  as  a  major  Middle  East  player  rearranges  traditional 
power  relationships.  The  list  of  complications  for  peacemakers  is, 
indeed,  endless. 

Yet,  so  much  has  been  changed  by  the  war  that  major  diplomatic 
initiatives  by  the  United  States  and  others  are  all  but  inevitable-not 
merely  to  restore  the  status  quo  ante,  but  to  knit  together  a  stronger 
fabric  of  regional  peace  and  security  in  the  Gulf,  the  Arabian 
Peninsula,  and  between  Israel  and  its  Arab  neighbor-enemies. 

This  agenda  will  consume  the  best  efforts  of  many,  both  in  and  out  of 

government.    The  Institute  of  Peace  can  and  surely  should  be  in  the 

forefront  of  those  seeking  to  feed  creative  insights  and  ideas  to  the 
U.S.  policy  community,  the  Congress,  and  the  Executive  Branch. 

Therefore,  the  Institute  is  establishing  immediately  a  "Special  Middle 
East  Program  in  Peacemaking  and  Conflict  Resolution,"  under  the 
direction  of  the  President  of  the  Institute,  to  be  coordinated  by  a 
senior  Middle  East  specialist  with  broad  experience  in  the  Arab  world. 
Funds  to  launch  the  Special  Program  will  be  reprogrammed,  though 
with  great  difficulty,  from  lesser  priority  elements  in  the  fiscal  year 
1991  budget.  However,  this  request  for  fiscal  year  1992  includes 
$1,675,000  to  fund  the  Special  Program  after  October  1,  1991. 

The  Special  Program  will  have  several  component  activities  with 
differing  time  horizons.  For  example,  with  encouragement  from  the 
Policy  Planning  Staff  of  the  Department  of  State  and  of  the  National 
Security  Council  staff  at  the  White  House,  the  Institute  will 
immediately  form  small  expert  advisory  groups  to  examine  some  of 
the  major  topics  for  post-war  planning  now  under  urgent  review 
within  the  U.S.  government-feeding  ideas  informally  to  the  Executive 
Branch  and  the  Congress  as  they  are  debated  and  distilled.  These 
groups  will  address  topics  such  as: 

The  Middle  East  Arms  Race:  how  to  control  and  reverse  it; 
mechanisms  for  halting  proliferation  of  ballistic  missiles, 
chemical  and  biological  weapons,  and  nuclear  capabilities; 
negotiating  techniques;  and  the  transferability  of  lessons  from 
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East-West  arms  control  negotiations  to  the  multi-polar  Middle 
East  arena. 

Arab-Israeli  Peacemaking:  how  to  recreate  a  negotiating  process 
involving  Israel,  key  Arab  States,  and  representative 
Palestinians;  lessons  from  prior  Middle  East  negotiations  which 
need  recalling  for  policymakers;  the  history  and  lessons  of 
conference  diplomacy  in  the  Middle  East  since  1918;  new  ideas 
about  security  stemming  from  the  Gulf  war  experience; 
potential  roles  for  multilateral  peacekeeping  forces  in  eventual 
agreements;  and  security  guarantees  from  the  U.S.  or  other 
nations. 

Bilateral  and  Multilateral  Security  Arrangements  in  the  Gulf 
Region:  the  role  of  the  United  Nations  in  general  and  in 
particular  the  respective  roles  of  U.S.  forces,  other  foreign 
forces,  Arab  forces,  and  UN  peacekeeping  forces. 

Beyond  these  informal  groups,  there  are  major  opportunities  for  the 
Institute  to  support  more  fundamental  research  highly  relevant  for 
the  estimated  two-year  "window  of  peacemaking  opportunity"  ahead 
in  the  region.  Indeed,  many  Institute  grants,  fellowships,  and  other 
projects  have  already  explored  issues  which  touch  significantly  on 
this  Middle  East  agenda.    (See  Appendix  A  for  details.) 

An  important  part  of  the  new  Special  Coordinator's  role  will  be  to 
"pull  out"  of  all  Institute-supported  work  those  creative  insights 
directly  relevant  to  the  Middle  East  peace  agenda  and  see  that  they 
are  disseminated  to  key  target  audiences.  The  Special  Program,  and 
its  Coordinator,  will  assure  that  the  Institute  obtains  a  maximum 
synergy  from  all  of  its  various  program  resources  applied  to  this 
region. 

A  second  phase  of  the  Special  Program  will  involve  appointing 
additional  Distinguished  Fellows  or  Peace  Fellows  from  the  Middle 
East  region,  convening  working  conferences  and  study  groups,  and 
commissioning  contract  research  on  more  fundamental  questions 
growing  out  of  the  Gulf  crisis  experience.  Topics  for  such  expert 
research  may  include: 
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Lessons  from  the  Gulf  Crisis  for  Strengthening  the  United 
Nations  and  the  International  System  Against  Aggression:  how 
to  achieve  a  real,  global  collective  security  system  under  the  UN 
Charter. 

Future  Course  of  Political/Social  Dynamics  in  the  Arab  World: 
whither  the  inter-Arab  system;  regime  stability;  democratic 
pluralism;  religious  fundamentalism  and  peacemaking;  and 
economic  justice  pressures  on  regimes. 

Sponsoring  serious  research  by  leading  international  experts  on  topics 
such  as  these  can  provide  the  solid  intellectual  substructure  needed 
by  governments  for  a  protracted  period  of  negotiation  toward  a  more 
peaceful  Middle  East  system. 

The  Institute  will  employ  ail  its  tools  in  support  of  this  Special 
Program:  solicited  grants,  resident  fellows,  contracts  with  external 
researchers,  informal  study  groups,  international  expert  advisors,  and 
formal  working  conferences.  The  effort  should  run  for  two  to  three 
years,  funds  permitting. 

More  budgetary  data  on  these  planned  activities  will  be  provided  to 
the  Congress  before  subcommittee  hearings  take  place. 

Central  and  Eastern  Europe  and  the  Soviet  Union 

The  Institute  initiated  in  fiscal  year  1990  and  plans  to  continue  a 
series  of  projects  in  cooperation  with  various  organizations  in  the 
Soviet  Union,  as  well  as  others  focusing  on  Central  and  Eastern 
Europe. 

These  projects  include  an  initial  collaboration  with  the  Soviet  Foreign 
Ministry  to  sponsor  an  examination  of  the  causes  of  the  Cold  War  by 
leading  historians  of  both  countries,  in  the  belief  that  a  better  mutual 
understanding  of  the  early  Cold  War  years  may  help  the  two  nations 
consolidate  their  new,  more  cooperative  relationship  and  avoid 
slipping  again  into  a  Cold  War  pattern  of  confrontation.  The  Institute 
expects  to  develop  further  collaborative  projects  with  the  Soviet 
Foreign  Ministry  during  fiscal  year  1992. 

A  second  series  of  activities  focuses  on  helping  to  strengthen  the  rule 
of  law  in  the  Soviet  Union  and  Eastern  Europe.  This  series  began  with 
a  conference  in  Moscow  and  Leningrad  convened  on  the  American 
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side  by  the  Institute  of  Peace,  the  Departments  of  State  and  Justice, 
and  the  USIA  and,  on  the  Soviet  side,  by  the  Academy  of  Science's 
Institute  of  State  and  Law.  American  experts  presented  papers  on 
such  questions  as  an  overview  of  the  rule  of  law  in  democratic 
societies,  federalism  and  separation  of  powers,  the  legislative  process, 
judicial  review  and  judicial  independence,  criminal  procedure,  civil 
rights,  and  administrative  practice.  Soviet  papers  reviewed  similar 
questions  of  governmental  structure,  individual  liberties,  and 
administrative  decisionmaking.  An  Institute  grantee  also  provided 
training  in  conflict  resolution  techniques  in  Moscow  and  Warsaw  for 
key  participants  in  the  national  life  of  each  country  (including,  for 
example,  a  number  of  striking  coal  miners  in  the  Soviet  Union). 

Further  rule  of  law  activities  include  an  Institute-contracted  survey, 
to  be  made  available  to  the  public  in  the  United  States  and  elsewhere, 
of  "American  initiatives  on  democracy,  constitutionalism,  and  the  rule 
of  law  in  Central  and  Eastern  Europe."  A  similar  survey  is  being 
planned  for  the  Soviet  Union.  In  addition,  the  Institute  plans  to 
conduct  "needs  assessments"  of  rule  of  law  issues,  structures,  and 
processes  with  respect  to  Poland,  Czechoslovakia,  Hungary,  and  the 
Soviet  Union.  Finally,  in  June  1991,  the  Institute  will  convene  a  small 
conference  to  bring  leading  Eastern  Europeans  into  contact  with 
experts  from  other  regions  on  methods  for  resolving  ethnic  disputes, 
a  major  current  issue  in  Eastern  Europe  which  was  highlighted  at  the 
1990  Copenhagen  Conference  on  the  Human  Dimension,  held  by  the 
Conference  on  Security  and  Cooperation  in  Europe. 

In  fiscal  year  1990,  the  Institute  concentrated  its  educational  video 
program  on  the  history  of  Central  and  Eastern  Europe  as  well  as  the 
Soviet  Union  since  World  War  II.  Three  half-hour  programs  have 
been  completed  for  use  as  supplemental  instruction  in  secondary 
schools  by  history  and  social  science  teachers.  Two  more  programs  in 
the  same  series  are  planned  for  fiscal  year  1991. 

In  parallel  with  these  projects,  the  Institute  will  reconvene  during 
fiscal  year  1991  and  fiscal  year  1992  the  group  of  experts  it 
assembled  in  fiscal  year  1990  for  an  East  European  Study  Group. 
These  experts  will  periodically  update  their  1990  assessment  of  the 
most  likely  sources  of  conflict  in  Eastern  Europe  during  the  next  three 
to  five  years  and  the  Institute  will  relay  its  findings  to  Congress  and 
the  Executive  Branch. 
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Qther  Third  World  Conflicts 

In  early  October  1990,  the  Institute  demonstrated  its  basic  interest  in 
Third  World  conflicts  by  holding  a  major  conference  highlighting  the 
work  of  many  of  its  fellows  and  grantees,  addressing  the  state  of 
regional  conflicts  in  the  Third  World  in  the  post-Cold  War 
environment.  This  conference  included  a  special  forum  on  conflict 
resolution  in  the  Middle  East  which  examined  ways  to  increase  the 
possibility  of  a  peaceful  resolution  of  the  Gulf  crisis. 

In  a  related  area  the  Institute's  working  group  on  religious 
intolerance  and  discrimination  is  holding  conferences  in  fiscal  year 
1991  on  Sri  Lanka,  Lebanon  and  Nigeria/Sudan.  The  expert  group 
will  then  examine  the  cases  of  Tibet  and  Israel. 

In  Latin  America  the  Institute  is  concerned  primarily  with  the 
process  of  national  reconciliation  in  countries  with  violent  internal 
conflicts  and  the  conflict  resolution  role  of  regional  organizations,  such 
as  the  Organization  of  American  States  (OAS).  The  OAS  and  the 
Institute  have  agreed  to  carry  out  a  review  during  fiscal  year  1991  of 
the  role  of  the  OAS  in  conflict  resolution  in  Latin  America;  a  similar 
activity  is  projected  for  fiscal  year  1992.  The  Institute's  solicited 
grant  cycle  for  1991  also  will  consider  questions  of  peace,  conflict  and 
governance  in  Latin  America. 

Increasing  Emphasis  on  Education  and  Public  Information 

Through  fiscal  year  1992,  the  Institute  will  continue  to  increase  its 
emphasis  on  its  education  and  public  information  work  with  a 
number  of  special  efforts. 

The  Institute's  solicited  grant  cycle  for  1991  will  focus  on  the 
development  of  educational  materials  and  teacher  training  programs 
in  international  peace,  conflict  resolution,  human  rights,  and  security 
studies.  Curriculum  development  projects  will  include  training 
components  for  secondary  school  teachers,  will  be  multidisciplinary, 
and  will  support  balanced  inquiries  into  the  conditions  of  peace  and 
the  causes  of  war. 

As  described  above,  the  Institute  is  undertaking  a  significant  effort  in 
the  area  of  rule  of  law  in  the  Soviet  Union,  Eastern  Europe  and  Latin 
America.     These  activities  will  address,  in  both  theoretical  and 
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practical  terms,  a  variety  of  questions  concerning  possible  new 
governmental  structures  and  processes  that  would  promote  pluralistic 
democracy  and  thereby  lead  to  a  more  peaceful  world. 

The  Institute  will  continue  to  develop  its  educational  video  program 
as  described  above,  continuing  in  fiscal  year  1991  to  concentrate  on 
Central  and  Eastern  Europe  as  well  as  the  Soviet  Union,  and 
developing  in  fiscal  year  1992  another  topic  that  would  have  a 
similar  importance  for  secondary  school  teachers. 

Although  the  growth  of  the  Institute's  core  library  collection  will  be 
slowed  by  budgetary  constraints,  its  efforts  to  construct  a  national 
network  of  collections  related  to  the  areas  of  conflict  management 
and  peace,  to  develop  a  compilation  and  access  program  for  relevant 
oral  history  collections  in  the  United  States,  and  to  improve  the 
accessibility  of  peace-related  materials  will  continue  to  receive  high 
priority.  An  increased  amount  of  grant  funds  will  be  allocated  for 
these  purposes. 

At  the  close  of  the  101st  Congress,  H.R.  5399  (Public  Law  101-520) 
amended  the  U.S.  Institute  of  Peace  Act,  organizing  the  Institute  to 
create  and  award  the  Spark  M.  Matsunaga  Medal  of  Peace,  in  honor  of 
Senator  Matsunaga,  who  passed  away  in  April  1990.  The  Secretary  of 
the  Treasury  is  directed  to  create  the  actual  medal,  in  consultation 
with  the  Institute  and  the  Commission  on  Fine  Arts.  A  further 
requirement  is  that  the  Institute's  Board  convene  an  advisory  panel. 
The  Institute  has  begun  these  processes  in  order  to  establish  this 
award  as  a  prestigious  international  recognition  for  peacemakers  and 
educators.  In  fiscal  year  1991,  it  plans  to  organize  the  advisory  panel 
and  to  complete  much  of  the  planning  for  the  medal  with  an  aim  to 
making  the  first  awards  in  fiscal  year  1992. 

Beginning  in  the  summer  of  1991,  the  Institute  will  establish  Peace 
Internships,  offering  a  small  number  of  students  at  the  college  and 
graduate  levels  the  opportunity  to  work  in  Institute  programs. 

Other  Highlights  of  Core  Programs 

Other  highlights  of  the  Institute's  core  programs  (each  of  which  is 
described  in  detail  later  in  this  section)  include  the  following: 

•Grants-Grant  levels  increase  in  fiscal  year  1992  but  remain 
somewhat  below  the  level  of  fiscal  year  1989;  continued  emphasis 
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will  go  to  selecting  topics  that  are  related  in  practical  terms  to  specific 
conflicts.  Beginning  in  fiscal  year  1991,  all  grant  applications  are 
subject  to  external  expert  review  before  coming  to  the  Board  for 
decision. 

•Fellowships— 10  to  13  Distinguished  and  Peace  Fellows  annually  in 
residence  with  emphasis  on  priority  areas  as  described  above;  further 
growth  deferred  until  fiscal  year  1993;  emphasis  upon  publication  of 
products  from  previous  years. 

•Research  and  Studies— Continue  with  primary  responsibility  for  the 
priority  study  groups  and  conferences  described  above;  expansion  of 
the  Institute's  network  of  relationships  with  experts  throughout  the 
United  States;  development  of  contract  research  for  more  intensive 
investigation  of  critical  topics.  Major  effort  in  developing  periodic 
report  on  the  state  of  world  peace. 

•Religion,  Ethics,  and  Human  Rights— As  described  above, 
concentration  by  a  working  group  on  up  to  half  a  dozen  key  conflicts 
involving  religion  throughout  the  world,  including  the  Middle  East. 

•Education  and  Training— Continued  development  of  video  and  other 
media  projects  to  reach  high  school  students  and  other  public 
audiences;  and  focus  on  selected  national  organizations  with  proven 
capacity  for  outreach  on  peace  and  security  issues  to  their 
constituencies,  teacher-training  programs,  and  community  colleges. 

•Library  Services— Slowing  of  expansion  of  the  Institute's  library  core 
collection;  continued  work  on  development  of  oral  histories  and  a 
national  network  of  collections  and  data  bases  designed  to  offer 
comprehensive  coverage  for  all  topics  central  to  concerns  for 
international  peace  and  conflict  management. 

•Publications  and  Marketing— Production  of  an  increasing  number  of 
books,  monographs  and  occasional  papers. 

•Public  Affairs  and  Information— Increased  outreach  to  the  general 
public  using  Institute-sponsored  fellows  and  other  experts. 
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JUSTIFICATION  BY  PROGRAM 

GRANT  PROGRAM 

(in  thousands  of  dollars) 


By  Activity 


1990 
Actual 

1991 
Estimate 

1992 
Estimate 

Net  Change 
'91 -'92 

TOTAL:  Grant  Program 

2606 

2538 

3123 

+585 

By  Object  Classification 

1990 
Actual 
FTE  Amount 

1991  1992 
Estimate  Estimate 
FTE  Amount      FTE  Amount 

Net  Change 

'91-'92 
FTE  Amount 

Personnel 
Full  Time 
Board 
Other 

4.21  177 
0.06  5 

4.72 
0.07 
0.29 

213  5.00 
9  0.07 
10  0.25 

229 
10 
6 

+0.28 
-0.04 

+16 
+1 
-4 

Benefits 
Total 

43 

4.26  225 

5.08 

48 

280  5.32 

60 
305 

+0.24 

+12 
±21 

Travel 

Invitational 
Board 
Staff 
Total 

2 
1 
4 

_2 

8 
2 
6 

-IS 

8 
2 
8 

-13 

0 
+2 

Office  Rent 

37 

46 

48 

+2 

Postage 

4 

5 

6 

+1 

Printing 

3 

23 

31 

+8 

Other  Services 

10 

14 

15 

+1 

Grants* 

Total  Other 

2320 
2374 

2154 
2242 

2700 
2800 

+546 
+558 

TOTAL 

4.2$  im 

5,08 

2538  5.32 

3123 

+0.24 

+585 

♦Combines  grants  for  (i)  research  and  studies,  (ii)  education  and  training,  and  (iii)  information  services 
(including  the  Library  Program). 

♦♦Includes  328  for  grants  approved  and  committed  in  late  FY  1990  but  not  obligated  until  early  FY  1991 
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GRANT  PROGRAM 

Program  Overview 

The  Grant  Program  supports  research,  education,  training,  and 
dissemination  of  information  through  financial  support  to  nonprofit 
organizations  (including  private  colleges  and  universities),  official 
public  institutions,  and  individuals.  The  program  serves  all  of  the 
Institute's  basic  purposes — research  to  expand  society's  knowledge, 
specialized  support  and  training  for  the  work  of  diplomats  and  other 
professionals,  enrichment  of  curricula  at  both  university  and  high 
school  levels,  and  better  informing  the  public  at  large.  It  was  the  first 
Institute  program  launched  and  continues  as  the  largest.  Using  both 
unsolicited  and  solicited  grants,  it  covers  the  widest  range  of  subject 
matter  and  contributes  to  expanding  the  Institute's  network  of 
institutional  relationships  with  universities  and  other  academic, 
research,  educational,  and  library  organizations  throughout  the  United 
States  and  abroad. 

Activities   Through   Fiscal   Year  1992 
General 

From  the  beginning  of  the  Grant  Program  in  1986  through  fiscal  year 
1990,  the  Institute  received  a  total  of  1395  (solicited  and  unsolicited) 
applications  for  a  total  funding  request  of  over  $76,000,000  and 
approved  312  grant  awards  (solicited  and  unsolicited)  for  a  total 
funding  of  $8,700,000.  (See  Appendix  C  for  descriptions  of  Institute 
grants.)  The  Institute  has  completed  the  development  of  procedures 
for  external  review  of  grant  applications,  so  that  in  1991  all 
unsolicited  and  solicited  grant  cycles  will  include  external  review  by 
experts  outside  the  Institute. 

For  fiscal  years  1990  and  1991  the  Institute  reduced  the  grant  level 
compared  to  fiscal  year  1989  in  ways  that  have  allowed  the  Institute 
to  (1)  fund  new  initiatives  responding  to  recent  changes  in  the  world 
and  take  into  account  other  Institute  priorities,  and  (2)  devote  more 
resources  to  monitoring  and  evaluating  existing  grants,  as  well  as  to 
permit  dissemination  of  promising  grant  project  results.  In  fiscal 
year  1991,  the  Institute  plans  to  increase  the  grant  funding  to  a  level 
closer  to  the  fiscal  year  1989  level. 
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Unsolicited  Grants 

When  the  Grant  Program  was  launched  in  July  1986,  initially  using 
only  unsolicited  grants,  the  Institute  processed  all  applications  on  a 
first-come,  first-served  basis.  To  better  coordinate  the  review  of 
grant  applications  and  to  increase  the  efficiency  of  the  review 
process,  in  1989  the  Institute  adopted  an  unsolicited  grant  schedule 
that  included  three  review  cycles  annually  of  four  months  each. 
Currently,  because  of  revised  review  procedures,  including  panel 
review  by  outside  experts  and  a  stronger  emphasis  on  solicited 
grants,  the  Institute's  schedule  includes  two  unsolicited  grant  cycles 
per  year. 

Solicited  Grants 

In  July  1988,  the  Institute  inaugurated  a  Solicited  Grants  component 
to  its  Grant  Program  that  allows  it  to  define  in  advance  more  sharply 
a  certain  portion  of  the  grant-funded  work  to  be  supported.  To  date, 
three  such  competitions  have  been  held. 

In  fiscal  year  1988,  applications  were  considered  on  five  topics:  (1) 
The  Role  of  Deterrence  in  Avoiding  War;  (2)  Comparative  Study  of 
Armed  Conflicts  in  the  Third  World;  (3)  Teaching  Public 
Understanding  of  the  Geneva  Conventions;  (4)  The  Relationship 
Between  Different  Types  of  Domestic  Regimes  and  the  Aggressive  Use 
of  Force  Internationally;  and  (5)  Religion,  Peace,  and  War. 

The  solicited  grants  competition  in  fiscal  year  1989  concentrated  on 
the  topic:  "Mitigation  or  Resolution  of  Regional  Conflict:  Lessons  for 
Negotiators  and  Policymakers."  Applicants  submitted  proposals  for 
projects  applying  the  case-study  approach  to  examine  historical 
events—primarily  in  the  post-World  War  II  period— that  provided 
insights  for  the  mitigation  or  resolution  of  contemporary  or  future 
international  conflicts,  as  well  as  lessons  on  pitfalls  to  be  avoided  by 
future  negotiators  and  policymakers. 

In  fiscal  year  1990,  the  solicited  grant  competition  concentrated  on 
two  topics,  "Prospects  for  Peace  in  Central  and  Eastern  Europe"  and 
"War,  Peace,  and  Conflict  Resolution  in  Latin  America  and  the 
Caribbean." 
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Proposals  on  Eastern  and  Central  Europe  examined  the  implications 
for  peace  and  security  of  political  and  economic  changes  sweeping 
through  the  region  (Poland,  the  former  East  Germany,  Czechoslovakia, 
Hungary,  Yugoslavia,  Romania,  Bulgaria,  and  Albania). 

Proposals  on  Latin  America  and  the  Caribbean  addressed  the 
problems  threatening  advances  made  in  democratic  governance 
during  the  last  decade  and  undermining  longer  term  peace  and 
stability  in  the  region.  Topics  of  special  interest  included:  (1)  civil- 
military  relations;  (2)  drug  trafficking  and  narco-terrorism;  (3) 
administration  of  justice  and  the  rule  of  law;  and  (4)  international 
political  economy  and  regional  security. 

The  Institute's  solicited  grant  cycle  for  fiscal  year  1991  will  include  a 
topic  on  conflict  resolution  in  Latin  America  and  will  focus  as  well  on 
the  development  of  educational  materials  and  training  programs  for 
secondary  school  teachers  in  international  peace,  conflict  resolution, 
human  rights,  and  security  studies. 

Grant  Products 

Institute  grants  have  produced  approximately  two  dozen  books  and 
book-length  manuscripts  published  by  or  under  contract  to  such 
distinguished  academic  and  commercial  presses  as  Harvard, 
Princeton,  Oxford,  Syracuse,  Lexington,  and  Praeger.  Over  30  articles 
have  been  published  in  professional  journals  including,  Forei gn 
Affairs.  The  Journal  of  Conflict  Resolution.  World  Politics.  Orbis. 
Strategic  Review,  and  Policy  Studies.  Institute  grantees  have 
presented  their  findings  in  such  newspapers  as  the  Christian  Science 
Monitor.  Washington  Post.  Wall  Street  Journal,  and  Los  Angeles  Times. 
Grantees  have  also  presented  findings  before  committees  of  Congress 
and  on  The  Voice  of  America.  Institute-funded  education  projects 
have  produced  videos  and  study  guides,  simulations,  and  other 
curriculum  materials  for  classroom  enrichment.  Additionally, 
seminars  and  workshops  for  teachers,  training  programs  for 
practitioners,  and  radio,  television,  and  lecture  programs  for  the 
general  public  have  also  been  produced  with  Institute  grants.  Finally, 
grants  have  resulted  in  the  development  of  resource  guides  (e.g.,  to 
peace  research  in  Western  Europe,  to  foundations  in  peace,  security, 
and  international  relations,  and  to  nongovernmental  organizations  in 
peace,  security,  and  world  affairs)  and  helped  to  augment  library 
holdings  and  services  in  such  fields  as  diplomatic  history, 
international  law,  peace,  security  and  conflict  resolution. 
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Jennings  Randolph  Fellowship  Program 

(in  thousands  of  dollars) 


By  Activity 


1990 
Actual 

1991 
Estimate 

1992 
Estimate 

Net  Change 
•91-'Q2 

TOTAL:   Fellowship  Program  1303 

1427 

1588 

+161 

By  Object  Classification 

1990                  1991  1992 
Actual             Estimate  Estimate 
FTE  Amount      FTE  Amount      FTE  Amount 

Net  Change 

'91-'92 
FTE  Amount 

Personnel 
Full  Time 
Board 
Other 

3.62       148  4.00 
0.05          4  0.04 
0.39  10 

177  4.00 
4  0.05 

184 
4 

+7 

+0.01 

Benefits 
Total 

35 

4.06       197  4.04 

45 

226  4.05 

49 
221 

+4 

+  0.01  +11 

Travel 

Invitational 

Board 

Staff 

Fellows 

Total 

8 
2 
1 
48 
_5S 

14 
2 
1 

47 

15 
2 
2 
48 
JlL 

+1 

+1 
+1 

Rent 

138 

176 

182 

+6 

Postage 

4 

4 

5 

+1 
+17 

Printing 

9 

26 

43 

Other  Services 

144 

169 

242 

+73 

Supplies 

1 

2 

2 

Fellowships  (stipends) 
Total  Other 

752 
1048 

760 
1137 

810 
1284 

+5Q 
+  147 

TOTAL 

4.06     1303  4.04 

1427  4.05 

1588 

+  0.01  +161 
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JENNINGS  RANDOLPH  FELLOWSHIP  PROGRAM 
Program  Overview 

The  Jennings  Randolph  Fellowship  Program  provides  fellowship 
stipends  and  supplementary  support  to  enable  a  cadre  of 
outstanding  men  and  women  scholars,  diplomats,  other 
professionals  and  university  doctoral  students  to  conduct  research 
and  education  projects  focused  on  the  nature  of  international 
conflict  and  methods  for  achieving  peace.  Distinguished  Fellows 
are  eminent  scholars  and  practitioners  with  careers  marked  by 
extraordinary  achievement.  Peace  Fellows  are  persons  in  varied 
careers  who  show  substantial  accomplishment  and/or  promise  of 
future  leadership.  Peace  Scholars  are  outstanding  students  in 
American  university  doctoral  programs  who  are  undertaking 
dissertation  research  that  advances  the  state  of  knowledge  about 
international  peace  and  conflict  management.  Fellows  in  the  first 
two  categories  generally  work  in  residence  at  the  Institute's  offices 
on  projects  lasting  a  year.  Some  projects  are  done  at  the  Institute 
for  shorter  periods.  Peace  Scholars  are  based  at  their  universities. 
The  recipients  of  all  three  types  of  awards  are  selected  through  an 
annual,  widely  publicized  international  competition. 

Activities  Through  Fiscal  Year  1992 

In  fiscal  year  1987,  the  Institute  initiated  the  fellowship  program 
by  the  appointment  of  eight  Distinguished  Fellows,  three  of  whom 
were  in  residence  at  the  Institute.  Through  fiscal  year  1990,  the 
Institute  had  appointed  a  total  of  17  Distinguished  Fellows,  23 
Peace  Fellows  and  31  Peace  Scholars,  for  a  total  of  71  fellowship 
recipients  since  the  Program's  inception.  (See  Appendix  F  for  a 
description  of  the  fellowship  recipients  in  fiscal  years  1987-1990). 

The  Institute  plans  eventually  to  expand  the  annual  number  of 
residential  Distinguished  and  Peace  Fellows  to  20  to  25  and  the 
number  of  annual  Peace  Scholars  to  about  20.  From  fiscal  years 
1987-1992  the  number  of  Distinguished  Fellows  and  Peace  Fellows 
is  being  maintained  in  the  range  of  10  to  13  per  year.  Thereafter, 
the  Institute  plans  to  begin  a  slow  expansion  in  fellowship 
appointments.  As  described  below,  the  emphasis  during  fiscal 
years  1990  and  1991  is  on  expediting  the  production  of  the 
written  work  of  the  fellows  already  appointed,  and  to  maximize 
the  flow  of  their  work  to  the  policy  community  and  the  public. 
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JENNINGS  RANDOLPH  FELLOWSHIP  PROGRAM 
Number  of  Fellowship  Awards 
(Fiscal  Years  1987-1992) 


FY 
1987 

FY 
1988 

FY 
1989 

FY 
1990 

Total 

FY 
1991 

FY 
1992 

Actual 

To  Pate 

Estimate 

Distinguished 

8 

3 

3 

2 

16 

2 

3 

Fellows 

Visiting 

Distinguished 

Fellows 

- 

- 

1 

1 

2 

2 

Peace 
Fellows 

8 

7 

8 

23 

7 

7 

Subtotal 

8 

11 

10 

11 

40 

11 

12 

Peace 
Scholars 

10 

12 

9 

31 

10 

10 

Total 

8 

21 

22 

20 

71 

21 

22 

As  the  program  has  become  increasingly  widely  known,  its 
application  process  has  become  highly  competitive.  In  1990,  the  ratio 
of  candidates  to  recipients  was  12  to  1.  This  has  enabled  the  Institute 
to  recruit  and  focus  the  energies  of  outstanding  academics  and 
practitioners  on  the  definition  and  solution  of  especially  critical  and 
difficult  problems  and  approaches  in  peace  and  conflict. 


In  the  selection  of  fellows,  the  Institute  has  sought  to  fund  projects 
that  address  underlying,  yet  policy-relevant  questions.  These  are 
issues  that  should  be  understood  by  policymakers  but  which  tend  to 
be  put  to  the  side  by  busy  decisionmakers  and  the  media,  get  glossed 
over  in  political  debate,  and  left  unanswered  by  crisis-driven,  short- 
term,  pressures.  Thus,  the  fellows'  projects  focus  on  questions  of  a 
recurring  and  fundamental  nature  and  that  have  medium-term  or 
long-term  policy  significance,  rather  than  those  that  merely  have 
transitory  topical  applicability  To  address  these  sorts  of  questions 
adequately,  the  program  has  been  committed  to  drawing  together  the 
best  insights  that  can  be  derived  from  the  worlds  of  both  practice  and 
research. 
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A  few  examples  of  this  type  of  fellowship  focus  include  the 
opportunities  and  limits  for  superpower  cooperation  in  resolving 
regional  conflicts  such  as  the  Persian  Gulf  crisis;  the  implications  of 
increased  ethnic  and  religion-based  conflict  throughout  the  world  in 
recent  years,  such  as  that  in  Kashmir  and  the  Sudan;  feasible  roles 
that  the  United  Nations  and  other  international  bodies  might  play  in 
establishing  an  enforceable  international  legal  order  and 
promulgating  human  rights  norms;  the  practical  lessons  that  can  be 
applied  to  particular  conflicts  from  emerging  research  and  theory  in 
the  field  of  conflict  resolution;  and  the  future  roles  that  might  be 
played  by  NATO,  the  European  Community  (EC),  and  the  Conference 
on  Security  and  Cooperation  in  Europe  (CSCE)  in  ensuring  peace  and 
security  in  post-Cold  War  Europe. 

Operationally,  the  fellowship  program  offers  more  than  financial 
support  to  individual  fellows.  To  expedite  the  completion  of  their 
individual  projects,  the  program  provides  to  resident  fellows  in-house 
services  such  as  library  resources,  research  assistance,  editorial 
assistance,  and  clerical  help.  To  maximize  inter-disciplinary 
collaboration  and  cross-fertilization  among  the  fellows,  as  well  as  to 
enhance  their  personal  and  professional  experience  while  affiliated 
with  the  Institute,  the  program  holds  in-house  collegial  events.  To 
make  use  of  the  rich  educational  resource  represented  by  the  fellows 
themselves,  the  program  involves  them  in  the  Institute's  public 
education  effort.  Consequently,  through  a  growing  number  of 
symposiums  and  other  dissemination  events,  fellows  not  only  interact 
with  their  respective  professional  groups,  policy  analysts  and 
policymakers,  they  also  speak  before  groups  of  citizens,  local  leaders, 
and  college  students  in  Washington  and  elsewhere  throughout  the 
United  States.  Through  these  outreach  efforts  and  others,  such  as  the 
Institute's  In-Brief  series,  the  Institute  is  able  to  take  the  findings 
and  other  results  of  the  fellowship  work,  even  at  preliminary  stages 
of  completion,  and  put  them  into  formats  that  make  them  especially 
interesting  and  usable  for  decisionmakers  and  the  public. 

Each  year  since  1987,  improvements  have  been  made  to  put  in  place 
the  elements  of  a  fully  functioning  fellows'  program  that  can  have 
important  impacts.  In  fiscal  years  1987  through  1990,  the  emphasis 
was  on  publicizing  the  program  widely  and  establishing  a  thorough, 
professional  selection  process,  so  that  the  best  candidates  could  be 
recruited.  In  fiscal  year  1989,  the  infrastructure  of  library,  research 
assistance,  and  other  support  services  was  established.    In  fiscal  year 
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1990,  a  major  effort  was  made  to  create  a  high  quality,  professional 
publications  program  that  could  facilitate  the  production  and 
marketing  of  selected  books,  articles,  and  other  written  products  from 
the  fellows.  During  this  year  as  well,  the  Institute  has  established  a 
new  subcategory  of  fellow,  Visiting  Distinguished  Fellow,  to  allow 
prominent  statesmen  and  other  outstanding  individuals  to  come  to 
the  Institute  for  periods  of  two  to  four  months  to  carry  out 
particularly  timely  projects.  One  Visiting  Distinguished  Fellow  was 
appointed  in  fiscal  year  1990.  Two  Visiting  Distinguished  Fellows 
may  be  appointed  in  1991,  and  two  more  appointments  are  planned 
for  fiscal  year  1992. 

In  fiscal  year  1991,  the  program  is  seeking  to  fill  gaps  by  attracting 
and  selecting  fellows  who  will  work  on  problems  in  regions  of  the 
world  about  which  relatively  fewer  applications  have  been  received 
in  the  past  (such  as  Eastern  and  Western  Europe,  Latin  America, 
Asia).  More  practitioner  or  professional  backgrounds  and 
perspectives  (e.g.,  working  journalists,  staff  and  officials  of 
international  nongovernmental  organizations,  and  citizens'  groups) 
are  also  being  sought.  Special  consideration  will  also  be  given  to 
applications  that  fall  in  the  rule  of  law  area.  (See  Education  and 
Training  Program,  page  56.)  Also,  the  program  has  created  a 
complete  data  base  of  information  on  all  past  applicants  and  fellows. 

In  addition,  a  number  of  dissemination  activities  are  being  planned 
for  fiscal  year  1991.  These  events  will  integrate  the  related  work  of 
several  fellows  in  cost-effective  formats  that  focus  on  particularly 
critical  topics.  The  topics  for  this  year  may  be  selected  from  a  list  of 
possibilities  that  include  the  growing  importance  of  regional  powers 
and  regional  security  organizations  in  an  increasingly  multi-polar 
world;  the  proliferation  and  production  in  the  Third  World  of  nuclear, 
chemical,  biological,  and  conventional  arms  and  means  to  control  this 
proliferation;  effective  procedural  and  constitutional  solutions  to 
ethnic  conflict  in  diverse  places  such  as  Eastern  Europe,  the  Middle 
East,  Africa,  and  South  Asia;  the  ways  "lessons  of  history"  can  be  used 
or  abused  in  making  policy  decisions  affecting  international  peace  and 
security;  the  interplay  in  crisis  management  situations  of  alternative 
strategies  such  as  deterrence  and  the  threat  of  force,  diplomacy,  and 
third  party  mediation;  and  the  difficulties  of  making  transitions  to 
democracy  and  market  economies  from  totalitarian  or  authoritarian 
political  systems  in  the  Soviet  Union,  Eastern  Europe,  and  the 
developing  world. 
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These  efforts  to  build  up  the  various  components  of  the  program  are 
beginning  to  have  discernible  impacts  in  a  variety  of  ways.  In 
written  products,  the  fellows  have  published  at  least  5  books  and  a 
large  number  of  journal,  magazine  and  newspaper  articles.  More 
written  products  will  be  completed  in  the  coming  months,  including 
the  first  full-length  book  by  a  fellow  to  be  published  by  the  Institute 
itself  (a  study  of  cross-cultural  obstacles  that  can  hamper 
international  negotiations).  In  addition,  the  fellows  have  made  a 
large  number  of  television  and  radio  appearances  and  have  spoken 
before  many  public  and  professional  audiences,  both  in  Washington 
and  elsewhere.  Other  impacts  are  the  spin-off,  or  ripple,  effect  seen 
when  Institute  fellows  and  their  work  comprise  a  part  of  the  agenda 
of  international  meetings  convened  by  organizations  other  than  the 
Institute,  and  the  new  professional  positions  that  fellows  obtain  after 
completion  of  their  fellowship  work.  Many  have  also  received 
various  awards  or  other  recognition  for  the  excellence  of  their  work. 
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RESEARCH  AND  STUDIES  PROGRAM 

(in  thousands  of  dollars) 


By  Activity 


1990 

1991 

1992 

Net  Change 

Actual  Estimate 

Estimate 

'91-92 

Activity  1: 

Priority  Study  Groups  -  Special  Middle  East 

Program  and  Central  and  Eastern  Europe 

69 

86 

104 

+18 

Activity  2: 

Cooperative  Projects  with  Soviet  Union 

152 

45 

130 

+85 

Activity  3^ 

Conferences  on  (1)  Regional  Conflict, 

(2)  Ethnic  and  Religious  Conflict  in  Eastern 

Europe,  and  (3)  Other  Topics 

48 

144 

133 

-11 

Activity  4: 

Intellectual  Map  Study  of  Approaches  to 

International  Peace 

32 

41 

-41 

Activity  5: 

Study  on  Strengthening  the  United  Nations 

System  to  Meet  the  Challenge  of  Low-Intensity 

Conflict 

106 

42 

38 

-4 

Activity  6: 

Public  Workshop  Series 

78 

79 

99 

+20 

Activity  7: 

Working  Group  on  Peace  and  Deterrence 

after  the  Intermediate  Nuclear  Forces  Agreement  99 

95 

65 

-30 

Activity  8: 

Report  on  the  State  of  World  Peace 

89 

85 

127 

+42 

Activity  9: 

Conflict  Resolution  in  Latin  America 

69 

80 

+11 

TOTAL 

673 

686 

776 

+90 

By 

Object  Classification 

1990 

1991 

1992 

Net  Change 

Actual 

Estimate 

Estimate 

•91-'92 

FTE  Amount 

FTE  Amount 

FTE 

Amount 

FTE 

Amount 

Personnel 

Full  Time 

4.91  182 

5.10  218 

5.70 

247 

+0.60 

+29 

Board 

0.37  28 

0.16  10 

0.11 

10 

-0.05 

Other  than  F/T    0.10  5 

0.22  5 

0.12 

4 

-0.10 

Consultants       0.24  18 

0.34  17 

0.11 

8 

-0.23 

-9 

Benefits 

41 

53 

57 

+4 

Total 

5.63  274 

S.H2  303 

6.04 

3  26 

+  0.22 

Travel 

Invitational  80 

123 

115 

-8 

Board 

12 

5 

16 

+11 

Staff 

14 

10 

18 

+8 

Other 

2 

Total 

ins 

138 

149 

±11 

Office  Rent 

47 

46 

48 

+2 

Other  Rent  3 

Postage 

4 

5 

+  1 

Printing 

34 

51 

95 

+44 

Other  Services 

200 

144 

153 

+9 

Supplies 

_6_ 

Total    Other                 29  1 

2~45 

3~0l 

TOTAL 

5.(13  673 

5.S2  fiftfi 

6.04 

77fi 

+  0.22 

+  9Q 
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RESEARCH  AND  STUDIES  PROGRAM 
Program  Overview 

In  its  Research  and  Studies  program,  the  Institute  designs  projects 
and  then  supervises  their  implementation  with  the  assistance  of 
expert  consultants  and/or  contract  researchers.  Program 
activities  are  generally  designated  as  working-groups,  studies,  or 
public  workshops.  Working-groups  run  for  one  year  or  longer  and 
proceed  through  four  or  more  public  sessions.  Such  groups 
involve  a  core  of  expert  participants  carried  over  from  session  to 
session.  Studies  are  conceived  on  the  same  scale  as  working 
groups;  however,  expert  participation  will  vary  from  session  to 
session.  Public  workshops  are  individual  three-hour  events 
designed  for  group  discussions.  (For  more  details  about  projects 
in  the  Research  and  Studies  Program,  see  Appendix  C.) 

As  part  of  its  priority  response  to  new  world  conditions,  in  late 
fiscal  year  1989  the  Institute  launched  another  type  of  research 
project,  the  Study  Group  series.  In  this  project,  the  Institute 
gathers  scholars,  diplomats,  and  both  present  and  former 
policymakers  in  a  series  of  intensive  group  discussions  on  possible 
future  conflict  situations  of  special  concern  to  the  Department  of 
State  and  other  policymakers.  The  first  such  Study  Group,  which 
spanned  fiscal  years  1989  and  1990,  dealt  with  prospects  for 
peace  and  conflict  in  Central  and  Eastern  Europe. 

Activities   Through   Fiscal   Year  1992 

Gulf  War-Related  Work 

In  late  fiscal  year  1990  and  early  fiscal  year  1991,  the  Institute 
turned  its  attention  toward  the  program  of  conflict  and 
peacemaking  in  the  post-Cold  War  Third  World.  As  noted  above, 
during  our  October  1990  conference  on  this  topic,  a  panel 
addressed  ways  to  find  a  peaceful  solution  to  the  Gulf  crisis.  More 
than  7,000  copies  of  a  report  on  this  panel,  entitled  "The  Gulf 
Crisis:  Finding  a  Peaceful  Solution,"  have  been  circulated  in  the 
United  States  and  abroad. 

To  help  launch  the  Special  Middle  East  Program  during  fiscal  year 
1991,  the  Research  and  Studies  Program  will  organize  new  study 
groups  and  workshops  on  Gulf-related  issues,  as  described  above. 
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Also,  a  conference  is  already  planned  to  be  held  in  June  1991  on 
deterrence  and  Middle  East  security.  This  conference,  which  is 
part  of  our  Working  Group  on  Peace  and  Deterrence  after  the 
Intermediate  Nuclear  Forces  Agreement,  was  originally  scheduled 
to  take  place  at  the  University  of  Tel  Aviv  in  August  1990  but  was 
postponed  due  to  events  in  the  Persian  Gulf.  The  June  conference 
will  be  broadened  to  take  into  account  changes  in  the  Middle  East 
because  of  the  war  and  will  begin  to  address  the  issue  of  security 
in  the  region  after  the  war.  As  events  proceed,  we  will  bring  into 
play  our  more  flexible  programs-such  as  our  Public  Workshop 
series-to  advance  thinking  on  Middle  East  peace  and  security. 

Study  Group  Projects 

Conceived  in  consultation  with  the  Policy  Planning  staff  of  the 
Department  of  State,  this  project  involves  an  ongoing  series  of 
study  groups  and  reports  on  potential  conflicts  that  lie  just 
beyond  the  current  attention  of  U.S.  government  policy  analysts. 
The  Institute's  aim  is  to  provide  policymakers  with  information, 
analysis  and  possible  peacemaking  alternatives  on  potential 
problem  areas  well  in  advance  of  crises.  These  study  groups  will 
generate  brief  public  reports  with  both  analysis  and  options  for 
future  consideration  by  the  Executive  Branch,  the  Congress,  and 
the  interested  public. 

Design  and  planning  for  the  first  study  group  (on  Central  and 
Eastern  Europe)  was  begun  during  the  late  spring  of  1989,  well 
before  the  dramatic  upheavals  in  the  region  had  occurred.  Six 
half-day  sessions  were  held  between  early  October  1989  and 
early  January  1990;  the  final  report  was  published  in  June  1990. 
Entitled  "Prospects  for  Conflict  or  Peace  in  Central  and  Eastern 
Europe,"  this  study  group  report  has  been  widely  distributed  and 
will  continue  to  be  made  available  through  fiscal  year  1991  and 
later. 

In  view  of  the  onrush  of  events  and  their  crucial  significance  for 
the  United  States,  the  Institute  has  decided  to  follow  up  this  study 
group  with  a  continuing  Eastern  European  Study  Project,  to 
continue  through  fiscal  year  1991.  The  study  project  will  allow 
the  Institute  to  monitor  events  important  to  peace  or  conflict  in 
Central  and  Eastern  Europe;  to  convene  meetings  of  experts  (at 
six-month  intervals);  to  review  and  update  its  June  1990  report; 
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to  plan  Public  Workshops;  and  to  undertake  contract  research. 
The  Eastern  European  Study  Project  has  already  made  it  possible 
for  the  Institute  to  conduct  a  wide  range  of  consultations  with 
governmental  and  nongovernmental  leaders  from  the  region. 

Cooperative  Projects  to  be  Undertaken  bv  the  Institute  and  Soviet 
Official  Entities 

During  fiscal  year  1990,  the  Institute  cooperated  with  the 
Research  Coordination  Center  of  the  Soviet  Ministry  of  Foreign 
Affairs  in  a  historical  research  project  on  the  origins  of  the  Cold 
War.  The  purpose  of  the  project  is  to  compare  historical 
perspectives  and  to  generate  new  U.S.  and  Soviet  scholarship  on 
the  decisive  events  of  1945-50.  It  was  hoped  that  this  effort 
would  assist  in  the  positive  evolution  of  U.S. -Soviet  relations  by 
dispelling  historical  misperceptions  about  the  crucial  early  Cold 
War  years. 

During  fiscal  year  1990,  the  Institute  and  the  Center  sponsored  a 
three-day  working  conference  of  eminent  Soviet  and  American 
scholars  and  historians  in  Moscow.  The  group  then  met  with 
senior  Soviet  officials  to  discuss  its  findings  and  their  implications 
for  Soviet-American  relations.  Shortly  thereafter,  the  group 
reconvened  in  Washington  for  similar  meetings  with  senior 
American  officials.  The  Institute  plans  to  publish  a  report  on  the 
proceedings,  as  well  as  a  number  of  In  Briefs.  The  Institute  will 
soon  release  an  occasional  paper  made  possible  by  this  project 
entitled  Origins  of  the  Cold  War:  The  Novikov,  Kennan,  and 
Roberts  'Long  Telegrams'  of  1946.  The  occasional  paper  includes  a 
translation  of  a  previously  secret  Soviet  document  (authored  by 
the  Soviet  ambassador  to  the  United  States,  Nikolai  Novikov)  on 
U.S.  postwar  intentions.  This  publication  will  be  made  readily 
available  to  scholars  and  others  and  may  become  a  popular 
supplementary  test  in  history  and  international  relations  courses 
that  deal  with  the  Cold  War.  The  Institute  plans  to  continue  this 
project  through  fiscal  year  1992,  with  yet  another  set  of  working 
conferences,  on  another  topic  of  mutual  interest. 
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Conferences  on  (1)  Conflict  Resolution  in  the  Post-Cold  War  Third 
World  (fiscal  year  199R  (2)  Ethnic  Conflict  Resolution  Under  the 
Rule  of  Law  (fiscal  year  199n.  (3)  Other  Topics  (fiscal  year  1992^ 

(1)  Conflict  Resolution  in  the  Post-Cold  War  Third  World:  The 
Institute  had  earlier  planned  to  conduct  a  "Working  Group  on 
Third-Party  Mediation  of  Regional  Conflicts,"  originally  scheduled 
to  begin  in  fiscal  year  1989  with  three  conference  sessions  and  to 
be  completed  with  an  additional  conference  session  and  editorial 
work  in  fiscal  year  1990.  Since  a  similar  project  was  undertaken 
by  one  of  the  Institute's  Peace  Fellows  beginning  in  September 
1989,  the  Institute  revised  the  concept  of  this  project.  Helped  by 
a  one-day  pre-conference  session  with  major  participants,  a 
three-day  conference  on  the  causes  of  regional  conflict  and 
prospects  for  regional  peace,  entitled  "Conflict  Resolution  in  the 
Post-Cold  War  Third  World"  was  held  from  October  3-5,  1990.  The 
conference  highlighted  research  on  this  topic  by  a  number  of  the 
Institute's  grantees  and  fellows  and  included  as  participants  a 
wide  variety  of  scholars  and  policymakers.  A  series  of  In  Briefs 
generated  by  the  conference  is  being  produced,  and  the  Institute 
will  publish  a  book  including  conference  papers  in  fiscal  year 
1991. 

(2)  Ethnic  Conflict  Resolution  Under  the  Rule  of  Law:  During  the 
early  summer  of  fiscal  year  1991,  the  Institute  plans  to  conduct 
an  International  Conference  on  Ethnic  Conflict  Resolution  Under 
the  Rule  of  Law  in  relation  to  Central  and  Eastern  Europe.  To  be 
held  in  Washington,  likely  with  the  joint  sponsorship  of  another 
organization  with  expertise  in  the  region,  this  conference  will 
gather  25-35  influential  Central  and  Eastern  Europeans  to  meet 
with  scholars  and  other  experts  on  successful  and  innovative 
methods  of  ethnic  conflict  resolution,  the  rule  of  law,  and 
economics.  Observers  will  also  be  invited  from  the  35 
participating  states  of  the  Committee  on  Security  and  Cooperation 
in  Eastern  Europe  (CSCE).  Although  intended  primarily  to  achieve 
ciTalogue  between  experts  and  leaders,  the  conference  may  also 
produce  a  report. 

(3)  Conferences  on  Other  Topics:  During  fiscal  year  1992,  the 
Institute  plans  to  conduct  as  many  as  three  major  conferences 
reflecting  its  priority  response  to  new  international  conditions. 
Possible  topics  include:  the  rule  of  law  in  Central  and  Eastern 
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Europe;  the  evolution  of  Pacific  rim  security  regimes;  the  conflict 
in  Kashmir;  regional  peace  and  security  in  Latin  America;  and  the 
post-Gulf  War  in  the  Middle  East. 

Intellectual  Map  Study  of  Approaches  to  International  Peace 

This  project,  initiated  in  December  1986  and  completed  in  its 
public  conference  aspects  in  June  1988,  will  culminate  during 
fiscal  year  1991  with  publication  by  the  Institute  of  a  volume  of 
essays  on  various  approaches  to  international  peace.  Although  the 
project  has  contributed  to  the  Institute's  thinking  about  many 
aspects  of  its  program  and  follow-on  events  may  be  contemplated, 
no  further  activity  is  budgeted  for  fiscal  year  1992. 

Study  on  Strengthening  the  United  Nations  System  to  Meet  the 
Challenge  of  Low-Intensitv  Conflict 

This  project  will  produce  monograph-length  publications  on  the 
threat  to  world  order  and  the  U.N.  Charter  system  from  the 
various  types  of  low-intensity  conflict,  and  on  international  legal 
and  political  remedies  to  the  problem  of  "violent  peace." 

This  study  ran  through  eight  sessions  spanning  fiscal  years  1988- 
90.  The  two-day  meetings  generated  25  essays  and  twice  that 
many  written  comments.  Over  a  hundred  scholars  and  policy 
experts  have  taken  part  and  two  of  the  essays  have  already 
appeared  in  major  foreign  affairs  publications.  No  additional 
sessions  are  contemplated  for  fiscal  year  1991;  however,  editorial 
work  will  be  completed  on  monograph-length  publications. 
During  fiscal  year  1992,  the  project  will  be  completed  with  the 
preparation  and  publication  of  more  monograph-length 
publications. 

Public  Workshop  Series 

Begun  in  August  1988,  this  series  of  three-hour  public  events  on 
timely  questions  of  conflict  and  peace  has  run  through  fourteen 
events  (two  in  fiscal  year  1988,  eight  in  fiscal  year  1989,  three  in 
fiscal  year  1990  and  one  in  fiscal  year  1991).  Topics  have 
included  the  history  of  thinking  about  arms  control;  pacifism  and 
citizenship;  the  U.S.  nongovernmental  effort  for  peace,  1984-88; 
the  meaning  of  Munich  fifty  years  later;  the  feasibility  of 
negotiating  chemical  weapons  control;  the  relationship  between 
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development  and  peace;  democracy,  peace,  and  war;  the  crisis  in 
Marxism-Leninism  and  the  ascendancy  of  liberal  democracy  (the 
"end  of  history");  the  possibilities  for  pluralism  in  Eastern  Europe; 
basic  issues  in  conflict  and  peacemaking  for  Latin  America;  the 
possibilities  of  an  international  solution  to  the  Cambodian  conflict; 
the  nature  of  the  current  Soviet  crisis;  and  the  future  stability  of 
Yugoslavia.  The  first  three  occasional  papers  based  on  Institute 
public  workshops  appeared  in  fiscal  year  1990  under  a  series 
entitled,  "Dialogues  from  Public  Workshops."  A  fourth  such 
occasional  paper  appeared  early  in  fiscal  year  1991. 

Further  workshops  are  planned  for  fiscal  years  1991  and  1992. 
An  ongoing  series  of  workshops  on  the  current  Soviet  crisis  will 
begin  in  early  1991.  Other  topics  under  consideration  include  the 
future  of  political  pluralism,  the  rule  of  law,  and  ethnic  strife  in 
Eastern  Europe;  the  Soviet  nationalities  problem;  the  changing  face 
of  conflict  in  the  Middle  East;  the  role  of  drugs  in  international 
conflict  in  Latin  America;  the  prospects  for  conflict  and 
peacemaking  in  Kashmir;  international  law  and  the  Gulf  War;  and 
the  relationship  of  the  breakdown  of  Latin  American  justice 
systems  to  the  prospects  for  peace  in  that  region.  The  public 
workshop  series  will  prouuce  a  number  of  monograph-length 
occasional  papers  in  the  "Dialogues  from  Public  Workshops"  series. 

Working  Group  on  Peace  and  Deterrence  after  the  Intermediate 
Nuclear  Forces  Agreement 

This  project  addresses  the  fundamental  theoretical  and  empirical 
issues  related  to  deterrence  in  its  nuclear  and  conventional 
aspects.  Basic  assumptions  regarding  the  utility  of  deterrence  and 
alternatives  to  it  in  conflict  prevention  will  be  challenged  and 
reviewed.  The  extensive  preparation  necessary  for  this  five- 
session  project  was  completed  in  fiscal  year  1989  with  the 
completion  of  the  project  design  and  engagement  of  an 
editor/rapporteur  as  an  Institute  consultant.  Three  conference 
sessions  were  held  during  fiscal  year  1990.  Another  two 
conference  sessions  are  planned  for  fiscal  year  1991.  The  latter 
sessions  will  involve  deterrence  and  regional  security  in  the 
Middle  East  and  in  the  Pacific  rim.  Editorial  work  for  and 
publication  of  monograph-length  collections  of  project  essays  will 
take  place  in  fiscal  year  1991  and  completed  in  fiscal  year  1992. 
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Report  on  the  State  of  World  Peace 

The  Report  on  the  State  of  World  Peace  will  provide  scholars, 
policymakers,  and  the  general  public  a  handy  reference  to  the 
current  level  of  international  conflict  and  on  governmental  and 
nongovernmental  efforts  to  control  and  end  ongoing  conflicts. 

The  design  and  planning  process  for  the  Institute's  production  of  a 
periodic  report  on  the  global  state  of  conflict  and  peacemaking 
proceeded  through  fiscal  year  1989.  The  first  series  of  regional 
reports — covering  calendar  year  1989  and  the  first  six  months  or 
so  of  1990 — was  commissioned  during  fiscal  year  1990.  A 
consulting  editor  was  engaged  and  specialists  were  put  under 
contract  to  work  on  regional  conflict  and  peacemaking  surveys. 

During  fiscal  year  1991,  the  Institute  plans  to  publish  the  first 
edition  of  the  Report  on  the  State  of  World  Peace  and  compile  and 
edit  the  second.  This  process  will  again  involve  the  contract 
services  of  a  consulting  editor  and  research  specialists.  During 
fiscal  year  1992,  the  third  edition  will  be  prepared. 

Latin  America— OAS 

The  Organization  of  American  States  (OAS)  and  the  Institute  have 
agreed  to  carry  out  a  review  during  fiscal  year  1991  of  the  role  of  the 
OAS  in  conflict  resolution  in  Latin  America.  A  similar  activity  with 
the  OAS  is  projected  for  fiscal  year  1992. 
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RELIGION,  ETHICS,  AND  HUMAN  RIGHTS 

(in  thousands  of  dollars) 


By  Activity 


1990 

1991 

1992 

Net  Change 

Actual 

Estimate 

Estimate 

•91-'92 

TOTAL 

111 

183 

202 

+19 

By  Object  Classification 


1990 
Actual 


1991 
Estimate 


1992 
Estimate 


Net  Change 
'91-'92 


Personnel 
Full  Time 
Other  than  F/T 

0.32 
0.53 

21 
33 

1.32 

74 

1.50 

81 

+0.18 

+7 

Benefits 
Total 

0.85 

5 

1.32 

21 
_25 

1.50 

22 
103 

+1 

±8 

Travel 

Invitational 

Board 

Staff 

20 
0 
2 

24 
2 

24 
2 

Total 

-21 

JA 

Office  Rent 

5 

16 

19 

+3 

Postage 

2 

2 

Printing 

1 

6 

10 

+4 

Other  Services 
Total  Other 

30 

to 

42 
73 

+4 
+  11 

TOTAL 

0,85 

111 

1.32 

183 

1.50 

202 

+0.18 

+  1? 
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RELIGION,  ETHICS,  AND  HUMAN  RIGHTS 
Program  Overview 

This  program,  inaugurated  late  in  fiscal  year  1989,  is  developing 
Institute  activities  on  matters  of  religion,  ethics  and  human  rights. 
These  include  research  projects,  cooperation  with  individuals, 
organizations  and  agencies  concerned  with  these  subjects,  and 
representing  the  Institute  at  conferences,  in  educational  settings  and 
at  other  outreach  activities  devoted  to  these  topics.  The  research  and 
writing  undertaken  will  underscore  and  elaborate  on  the  significance 
of  the  subjects  of  religion,  ethics,  and  human  rights  for  international 
peace  and  security. 

Activities   Through   Fiscal   Year  1992 

The  duties  of  the  Senior  Scholar  filling  this  role  include  selecting  and 
directing  the  Working  Group  on  Religion,  Ideology,  and  Peace,  which, 
originally,  was  one  of  the  working  groups  under  the  Research  and 
Studies  program.  This  project  has  now  been  designed  to  focus  on  a 
number  of  current  conflicts  and  is  part  of  the  Institute's  priority 
response  to  the  changing  world  situation.  It  will  assess  religion  and 
ideology  and,  in  particular,  intolerance  and  discrimination,  as  sources 
of  international  conflict,  and  will  give  special  attention  to  the 
prospects  for  peaceful  international  dialogue  on  topics  of  religious  and 
ideological  contention,  and  the  means  for  reducing  conflict.  The  case 
studies  include  Ukraine,  Sri  Lanka,  Lebanon,  Sudan,  Nigeria,  Tibet, 
and  Israel.  The  first  two  conferences,  on  Ukraine  and  Sri  Lanka,  were 
held  in  fiscal  year  1990.  Conferences  on  Lebanon,  Sudan  and  Nigeria 
(one  conference),  and  Tibet  will  be  held  in  fiscal  year  1991.  A 
conference  on  Israel  and  a  final  conference  summing  up  the  project 
on  intolerance  will  occur  in  fiscal  year  1992.  A  third  conference  in 
fiscal  year  1992  will  be  devoted  to  preliminary  planning  for  a  new 
series  on  religion,  violence  and  international  peace.  The  results  of  the 
conferences  on  intolerance  and  peace  will  be  published  by  the 
Institute  and  may  be  the  subject  of  public  workshops  and  seminars. 

Other  activities  involve  the  Senior  Scholar's  regular  participation  in 
programs  on  international  peace  and  justice  at  college  and  university 
campuses  and  at  academic  and  other  conferences.  He  gives  lectures 
and  talks  to  public  groups,  writes  articles  on  related  subjects  and  is 

|  responsible  for  developing  the  Institute's  relationship  with  religious 

|  and  educational  leaders  concerned  with  peace. 
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JEANNETTE  RANKIN  LIBRARY  PROGRAM 

(in  thousands  of  dollars) 


By  Activity 


1990 
Actual 

1991 
Estimate 

1992    Net  Change 
Estimate  '91-'92 

Library  Program 

287 

358 

414  +55 

Grants* 

116 

227 

350  +123 

TOTAL 

403 

585 

764  +179 

By  Object  Classification 

1990 
Actual 
FTE  Amount 

1991 
Estimate 
FTE  Amount 

1992            Net  Change 
Estimate                 '91 -'92 
FTE  Amount       FTE  Amount 

Personnel 
Full  Time 
Consultants 
Benefits 
Total 

2.74  115 
0.25  17 
19 

2.99  151 

2.94 
2.94 

126 

26 
152 

3.80 
3.80 

168     +0.86  +42 

36  +10 
204     +0.86  ±51 

Travel 

Invitational 
Board 
Staff 
Total 

3 

_3_ 

4 

4 
.1 

5  +1 
4 

_2  _±i 

Rent 

26 

64 

67  +3 

Postage 

1 

2 

Printing 

21 

5 

11  +6 

Other  Services 

47 

67 

55  -12 

Supplies  and  Materials 

9 

11 

15  +4 

Furniture  and  Equipment 

F&E  11 

3 

5  +2 

Books 
Total 

29 

47 
50 

46  -A 
51  +1 

Total  Other 

133 

199 

201  +2 

TOTAL 

2.99  287 

2.?4 

35? 

3.80 

414    +0.86.  +55 

♦Grants  for  the  Library  Program  are  included  in  the  information  services  component  of  the  Grant  Program. 
(See  page  30.) 
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JEANNETTE  RANKIN  LIBRARY  PROGRAM 
Program  Overview 

The  Institute's  library  program  is  being  designed  to  meet  a  critical 
need  in  making  available  information  important  to  the  work  of 
diplomats  and  other  practitioners,  scholars,  and  the  public  on  the 
problem  of  how  to  resolve  international  conflicts  without  violence. 
The  program  is  envisioned  as  an  international  resource  center  with 
activities  that  reach  far  beyond  its  walls. 

The  program  has  four  major  components: 

First  is  the  development  of  a  working  research  library  to  support  the 
work  of  the  Institute's  staff  and  fellows.  Over  time  this  resource 
library  is  expected  to  become  a  major  national  and  international  focal 
point  for  the  search  for  knowledge  about  the  management  of 
international  conflict.  It  will  be  a  technologically  advanced 
information  center  linked  with  other  libraries  and  information 
centers  in  the  United  States  and  elsewhere.  Using  shared  cataloguing, 
on-line  databases,  and  advisory  relationships  with  scholars  and 
information  specialists,  the  library  seeks  to  avoid  unnecessary 
redundancy  while  enabling  significantly  increased  information 
exchange  and  access  for  scholars  and  policymakers  addressing 
problems  of  international  peace  and  conflict  resolution.  In  addition  to 
developing  this  core  collection  at  the  Institute,  the  program  provides 
library  assistance  to  Institute  fellows  and  personnel  through 
cooperative  arrangements  with  specialized  libraries  in  the 
Washington  metropolitan  area  and  the  national  interlibrary  loan 
system. 

Second,  the  program  is  examining  the  question  of  information  access 
through  the  Library  of  Congress  classification  and  subject  heading 
systems.  This  activity  seeks  to  respond  to  two  types  of  complaints 
from  publishers,  cataloguers,  and  others  responsible  for  the 
mechanics  of  information  retrieval:  (a)  much  of  the  information 
relevant  to  the  management  of  international  conflict  is  difficult  to 
unearth;  and  (b)  the  peace  field  is  often  regarded  in  overly  narrow 
terms  which  restrict  the  utility  and  appreciation  of  available  and  new 
information. 

j  Third,  the  program  is  helping  to  develop  a  national  network  of 
j  information  centers  and  libraries  that  will  provide  support  to  other 
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such  organizations  with  related  collections  and  specialized  holdings. 
To  build  this  network,  the  Institute  will  make  grants  to  the  pertinent 
libraries  for  the  improvement  of  collections,  database  construction, 
and  the  establishment  and  refinement  of  a  variety  of  networking 
tools,  many  computer-based,  which  are  now  defining  the  library 
world.  These  will  include  linkages  via  on-line  access  to  remote 
catalogues,  full  text  retrieval  via  CD-ROM  technology,  and  compilation 
of  bibliographic  databases. 

Fourth,  an  oral  history  program  based  on  the  experiences  of 
individuals  directly  involved  in  the  process  of  resolving  international 
conflict  is  being  developed.  Care  is  being  taken  not  to  duplicate 
subjects  in  other  programs,  with  emphasis  being  kept  on  the 
peacebuilding  and  peacemaking  aspects  of  each  person's  work. 

A  preliminary  five-year  plan  for  the  program  through  fiscal  year 
1994  and  a  collection  development  plan  for  the  Institute  library  was 
drafted  in  fiscal  year  1989.  It  was  reviewed  and  revised  during  fiscal 
year  1990  and  will  be  further  refined  in  fiscal  year  1991.  The 
revised  plan  includes,  within  its  five-year  goals,  a  core  collection  of 
books  and  periodicals,  an  archival  collection,  developed  systems  to 
improve  access  to  materials  related  to  international  conflict, 
computerized  databases,  plus  the  traditional  functions  of  a  special 
library  with  reference  support  for  Institute  fellows  and  staff.  The 
original  plan  called  for  a  core  collection  of  25,000  volumes  by  the  end 
of  fiscal  year  1994.  The  Institute  budgets  for  fiscal  year  1991  and 
1992  represent  a  slowdown  in  meeting  these  five-year  goals, 
resulting  in  a  revised  plan  of  7,000  volumes  by  the  end  of  fiscal  year 
1994. 

Activities   Through   Fiscal   Year  1992 


JEANNETTE  RANKIN  LIBRARY  PROGRAM 
Size  of  Library  Collection 
Fiscal  Years  1989-1992 


FY  1989 

FY  1990 

FY  1991 

FY  1992 

Books 

1500 

2400 

3500 

4600 

Periodical 

Subscriptions 

50 

125 

135 

150 

Vertical  Files 

(drawers  of 

0 

7 

15 

pamphlets,  etc.) 
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Core  Library  Collection 

Maintained  on  the  Institute's  premises,  the  library  currently  houses 
about  2,700  volumes  and  120  periodical  titles.  By  the  end  of  fiscal 
year  1992,  it  will  include  about  4,600  volumes  and  150  periodical 
titles.  This  collection  will  continue  to  be  supplemented  by  the 
acquisition  of  titles  from  the  Gifts  and  Exchange  Program  of  the 
Library  of  Congress.  The  Institute's  on-line  catalogue  and  dedicated 
OCLC  terminal  supports  on-line  database  searching  and  daily 
interlibrary  loan  service. 

The  Guides  to  Library  of  Congress  Subject  Headings  and  Classification 
on  International  Conflict  Resolution  and  Peace 

The  Library  of  Congress  subject  headings  and  classification  schedules 
are  used  by  most  college,  university,  and  research  libraries  in  this 
country  and  are  designed  to  cover  all  fields  of  knowledge.  In 
cooperation  with  the  Library  of  Congress,  the  Institute  has  compiled 
lists  from  these  subject  headings  (together  with  cross  references) 
related  to  the  Institute's  areas  of  concern.  Wherever  possible,  an 
indication  has  been  given  of  the  appropriate  classification  number  for 
the  subject  headings.  In  addition  a  compilation  has  been  made  of  all 
sections  of  the  system  needed  to  classify  materials  on  international 
conflict  resolution  and  peace  including  portions  of  the  classification 
schedules  for  philosophy,  religion,  ethics,  economics,  psychology, 
sociology,  history,  political  science,  international  relations  and 
international  law,  and  military  and  naval  science.  This  project,  begun 
in  fiscal  year  1989,  and  completed  in  fiscal  year  1991,  has  produced  a 
book  that  includes  a  text  explaining  the  use  of  these  schedules. 
These  compilations,  published  in  a  single  volume,  greatly  facilitate  the 
work  of  researchers  and  librarians  and  have  the  additional  effect  of 
focusing  attention  on  previously-neglected  areas  of  collection 
development. 

Grants  and  the  Development  of  a  National  System 

As  first  steps  in  developing  the  specialized  national  library  system, 
the  Institute  has  participated  in  several  meetings  that  have  led  to  the 
formation  of  an  informal  relationship  among  more  than  15  libraries 
interested  in  the  literature  of  peace  and  international  conflict 
management.  Before  proceeding  with  the  creation  of  a  more  formal 
network,  the  Institute  expects  to  study  more  systematically  the  needs 
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that  will  be  addressed  by  the  network,  including  such  factors  as 
subject  areas  to  be  covered,  materials  in  various  formats,  geographic 
needs,  types  of  audiences,  speed  and  method  of  delivery,  and  means 
of  communications. 

The  Institute  is  preparing  guidelines  for  grant  applicants  in  two 
primary  areas  of  library  support.  The  first  set  of  guidelines  concerns 
collection  development  and  networking  tools  for  significant  special 
collections.  Understandings  will  be  reached  that  will  provide  the 
Institute  with  access  to  the  on-line  catalogues  of  recipient  libraries 
and  bibliographic  support.  In  return,  these  network  centers  will  be 
given  development  support  to  further  strengthen  their  collections  and 
to  enable  them  to  share  their  resources  nationally. 

The  second  set  of  guidelines  being  developed  apply  to  grants  for  the 
compilation  of  databases  designed  to  support  the  research  of  the 
Institute.  Building  on  the  knowledge  gained  from  the  construction  of 
relatively  small  files  of  discrete  subject  areas,  more  general 
bibliographic  databases  will  be  funded,  which  will  serve  the  needs  of 
scholars  nationally  and  internationally. 

Oral  History 

Basic  to  the  development  of  this  project  has  been  an  effort  begun  in 
fiscal  year  1989  and  continued  in  fiscal  year  1990  to  identify  all  the 
existing  collections  in  the  United  States  which  include  audio  tapes 
preserving  the  experience  of  outstanding  diplomats,  public  officials 
and  other  negotiators  and  peacemakers.  Thus  far,  1,125  oral  histories 
have  been  identified  in  over  30  library  collections.  Descriptions  of 
these  oral  histories  have  been  compiled  in  a  database  which  is 
available  at  the  Institute  for  researchers.  The  completed  database 
will  be  the  foundation  for  the  Institute's  own  collection  efforts. 

Other  Publications  and  Library  Program  Activities 

The  Institute  has  prepared,  two  compilations  of  books  on  international 
conflict  that  are  available  in  libraries  in  specific  metropolitan  areas. 
In  fiscal  year  1989,  the  Institute  produced  a  publication  of  500  titles, 
Checklist:  Titles  on  Peace,  Security,  and  International  Conflict 
Resolution,  Libraries  in  the  Greater  Atlanta,  Georgia  Region.  A 
similar  publication  of  1,000  titles  was  produced  for  Austin,  Texas  on 
the  occasion  of  an  Institute  outreach  program  in  that  area.  In 
addition  to  the  Austin  outreach  program,  meetings  with  librarians 
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were  held  in  conjunction  with  the  Institute  outreach  program  in 
Honolulu,  Hawaii  and  at  the  annual  conferences  of  the  Special 
Libraries  Association  and  the  American  Library  Association. 
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EDUCATION  AND  TRAINING 

(in  thousands  of  dollars) 

By  Activity 


1990 
Actual 

1991 
Estimate 

1992 
Estimate 

Net  Change 
'91-92 

Activity  1: 

Educational  Program  Development 

84 

98 

121 

+23 

Activity  2: 

National  Peace  Essay  Contest 

243 

272 

341 

+69 

Activity  3: 

Educational  Television  and  Other 
Media  Programming 

388 

382 

769 

+387 

Activity  4: 

Rule  of  Law  Engagement 

241 

292 

+51 

Activity  5: 

Matsunaga  Peace  Medal 

31 

143 

+112 

Activity  6: 

Peace  Internships 

9 

15 

+6 

SUBTOTAL 

715 

1033 

1681 

+648 

Grants* 

438 

800 

700 

-loo 

TOTAL 

1153 

1833 

2381 

+548 

By  Object  Classification 


1990 
Actual 
PTE  Amount, 


1991 
Estimate 
FTE  Amount. 


1992 
Estimate 
FTE  Amount 


Net  Change 
'91-'92 
PTE  Amount 


Personnel 

Full  Time        2.00  98  3.26  131  4.60        242      +1.34  +111 

Board              —  —  0.07  7  0.10           7  +0.03 

Full  w/limit  2  —  9  —         —  -9 

Other  than  F/T     —  ---  0.69  11  1.13         16     +0.44  +5 

Consultants     0.15  12  0.41  33         -  0.41  -33 


Benefits 
Total 

Travel 

Invitational 
Board 
Staff 
Total 

Office  Rent 
Other  Rent 


2.15 


15 
111 


19 

3 

-21 

26 
1 


4.43 


26 
217 


69 

6 
25 

36 
1 


5.83 


49  +23 


103 
3 
9 

115 

38 
2 


+34 
+3 
+3 

+  40 

+2 
+1 


Printing 

Other  Services 

Supplies 

Scholarships 
 Total  Other 


14 
50 
419 


17 
90 
533 
4 

_6Q 
1±L 


23 
144 
925 
5 

_m 

1252 


+6 

+54 

+392 

+1 

_+55 
+511 


total      2.15  ZJi  ±A2  L&2  mi    +1.40  +642 

♦Grants  for  this  and  other  educational  activities  are  included  in  the  educational  and  training  component 
of  the  Grant  Program.  (See  page  30.) 
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EDUCATION  AND  TRAINING 
Program  Overview 

Institute  educational  activities  are  designed  to  enhance  public 
understanding  of  the  complex  nature  of  the  search  for  peace  with 
freedom  and  justice.  The  immensity  of  that  task  requires  targeting 
special  audiences  and  using  limited  resources  in  ways  designed  to 
produce  maximum  multiplier  effects. 

Priority  audiences  for  the  Institute's  educational  activities  thus  far 
have  been  high  school  students  and  teachers,  college  and  graduate 
school  students  and  faculty,  nonprofit  organizations  and  other  opinion 
leaders,  and  members  of  the  general  public  with  an  interest  in 
international  affairs.  Programs  utilize  videos,  public  television, 
teacher  training,  curriculum  development,  print  publications, 
organizational  networks  and  an  essay  contest.  The  Institute  supports 
outstanding  educational  projects  not  only  through  the  competitive 
unsolicited  grant  mechanism,  but  also  by  seeking  out  exceptionally 
promising  grant  opportunities  for  development  in  cooperation  with 
voluntary  organizations  already  effectively  engaged  in  constituency 
education. 

The  Institute  is  also  supporting  through  several  grants  the 
strengthening  of  pre-service  and  in-service  training  for  professionals 
in  international  relations,  policymaking  and  diplomacy,  including 
negotiation.  The  Institute  plans  to  support  and/or  conduct  an 
increasing  volume  of  such  training  activities  in  the  years  ahead,  as 
resources  and  opportunities  permit. 

Finally,  the  Institute  is  developing  a  variety  of  projects  and  emphases 
on  the  evolution  and  application  of  rule  of  law  principles  in  domestic 
governance  and  international  systems.  These  activities  draw  upon 
the  observation  that  institutionalizing  the  practices  of  pluralistic 
democracy,  constitutionalism,  and  the  rule  of  law  is  a  growing 
movement  around  the  world  today,  and  that  the  structures  and 
behaviors  broadly  construed  as  "the  rule  of  law"  will  contribute  to  a 
more  peaceful  world  order  buttressed  by  freedom  and  justice. 
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Activities   Through   Fiscal   Year  1992 

Educational  Television  and  Video  Programs 

The  Institute  has  developed  several  different  approaches  to  the 
utilization  of  the  powerful  television  medium.  The  Institute's  one- 
hour  public  television  program,  "Face-to-Face,"  produced  in  fiscal  year 
1988  on  the  history  of  U.S. -Soviet  summit  meetings,  was  broadcast  by 
more  than  one  third  of  the  public  television  stations  in  the  country. 
It  also  became  the  basis  for  a  package  of  four  half-hour  videos 
accompanied  by  an  instructional  text  for  use  by  teachers  and 
community  organizations. 

Building  on  this  experience,  the  Institute  decided  to  take  advantage  of 
the  new  accessibility  of  the  nation's  schools  to  television  by 
developing  an  educational  series  responding  to  the  needs  and 
interests  of  high  school  teachers  in  such  courses  as  American  history, 
world  history,  peace  studies  and  twentieth  century  issues. 
Capitalizing  on  the  epochal  events  in  Central  and  Eastern  Europe  in 
1989,  the  Institute  has  developed  such  a  series,  entitled  "Breaking  the 
Mold",  which,  as  one  of  its  topics,  illuminates  the  historical 
background  of  the  democratic  upheaval  there,  with  a  focus  on 
individual  leaders  who  contributed  to  the  transforming  changes 
toward  freedom  and  peace. 

Three  half-hour  programs,  each  divisible  into  two  modules  for 
classroom  flexibility,  have  been  produced  for  distribution  with 
individual  printed  teacher  guides,  beginning  in  1991.  The  first 
explains  the  origins  of  the  Cold  War,  the  second  illustrates  East-West 
negotiating  efforts  with  a  focus  on  the  Eisenhower-Khruschev  summit 
negotiations,  and  the  third  recounts  the  dramatic  story  of  the  origins 
and  development  of  the  peaceful  revolutions  against  oppression  in 
Eastern  Europe,  which  culminated  in  1989  and  1990.  With  VCRs 
increasingly  plentiful  in  schools  across  the  country,  the  teacher  can 
select  at  will  the  full  half -hour  or  any  one  or  more  of  the  modules  to 
meet  existing  course  needs. 

In  the  development  of  this  series,  the  reactions  of  representative 
groups  of  teachers  and  high  school  students  have  been  gathered  and 
evaluated  at  key  points  before  decisions  were  made  to  proceed.  In 
addition,  a  distinguished  panel  of  educators,  including  leaders  of  the 
National  Council  for  the  Social  Studies,  the  American  Federation  of 
Teachers,  the  National  School  Board  Association  and  the  National 
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Education  Association,  reviewed  and  commented  on  the  materials. 
Distribution  plans  are  now  being  completed  based  on  an  exhaustive 
study  of  the  options.  Beyond  the  primary  high  school  market, 
substantial  use  by  community  colleges,  four-year  colleges  and 
community  organizations  is  anticipated. 

The  Institute  plans  to  continue  its  investment  and  the  building  of  its 
expertise  in  electronically  generated  tools  for  teachers  in  fiscal  year 
1992,  using  as  a  foundation  the  experience  of  the  three  prior  years. 
Two  additional  units  in  the  "Breaking  the  Mold"  series  are  being 
produced  in  fiscal  year  1991;  funds  requested  for  fiscal  year  1992 
will  be  applied  to  the  development  of  a  new  video  series. 

While  the  foregoing  television  projects  are  entirely  funded  and 
managed  by  the  Institute,  the  Institute  has  also  provided,  through 
grants  and  one  fellowship,  partial  support  for  a  few  carefully  selected 
outside  projects.  Thus,  the  Southern  Center  for  International  Studies, 
with  Institute  support,  is  developing  an  educational  video  and  print 
package  for  schools,  colleges  and  civic  groups  based  on  its  successful 
televised  annual  report  of  former  U.S.  Representatives  to  the  United 
Nations.  Also,  a  grant  to  the  Close  Up  Foundation  is  providing  support 
for  the  development  of  supplementary  high  school  classroom 
materials  based  on  a  ten-part  C-SPAN  cable  television  series 
produced  by  Close  Up,  aired  in  1989-1990,  and  entitled  "Perspectives 
on  Peace."  Finally,  a  Jennings  Randolph  Peace  Fellow  is  producing  a 
program  series  for  public  television  providing  a  historical  analysis  of 
the  rise  and  decline  of  Communism  as  a  factor  in  world  affairs.  Jointly 
sponsored  by  BBC-TV  and  WNET-NY,  the  series  is  to  be  repackaged 
for  classroom  use. 

Market  research  conducted  by  Close  Up  and  in  connection  with  the 
"Breaking  the  Mold"  series  suggests  strong  but  as  yet  unsatisfied 
teacher  interest  in  high  quality  video  and  print  materials  on 
peacemaking,  the  development  of  peace,  and  the  United  States  role 
therein.  There  is,  as  well,  a  widely  perceived  need  for  more  and 
better  teacher  education  in  the  complexities  of  international  relations 
and  peace. 

Educational  Materials  and  Training 

The  Institute's  solicited  grant  cycle  for  1991  will  focus  on  the 
development  of  educational  materials  and  teacher  training  programs 
in  international  peace,  conflict  resolution,  human  rights,  and  security 
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studies.  Curriculum  development  projects  will  include  training 
components  for  secondary  school  teachers,  will  be  multidisciplinary, 
and  will  support  balanced  inquiries  into  the  conditions  of  peace  and 
the  causes  of  war. 

Strategic  Educational  Opportunities 

In  view  of  the  disparity  between  available  resources  and  the 
Institute's  goal  of  a  contribution  over  time  to  American  public 
understanding  of  the  complexity  of  international  peace,  a  continuing 
effort  is  made  to  identify  projects  offering  exceptional  high  multiplier 
opportunities.  This  approach  is  pursued  not  only  through  the  types  of 
activities  described  above  which  assist  teachers  at  the  high  school  and 
college  levels,  both  directly  and  indirectly,  but  also  through  projects 
designed  to  stimulate  and  reinforce  relevant  civic  education  efforts  of 
organizations  at  the  national  level. 

One  illustration  of  this  approach  is  a  grant  to  the  American  Federation 
of  Teachers  (AFT).  Building  on  its  highly  successful  Education  For 
Democracy  Project,  the  AFT  is  developing  what  is  expected  to  be  a 
powerful  and  constructive  critique  of  global  education  and  peace 
education.  The  objective  is  to  engage  educators  at  all  levels  in  a 
systematic  effort  to  enhance  the  quality  of  the  scholarship 
undergirding  the  influential  teacher  training  and  materials  generated 
by  that  movement,  so  as  to  ground  global  and  peace  education 
activities  more  firmly  in  democratic  values  and  historical  perspective. 

In  another  approach  to  the  same  end,  an  Institute  grant  in  fiscal  year 
1988  to  the  Council  for  the  Advancement  of  Citizenship  (CAC), 
renewed  in  1990,  is  helping  to  generate  a  novel  international 
relations  and  peacemaking  component  in  all  CAC  civic  education 
materials  and  programs  for  its  90  member  organizations  (which  range 
from  the  American  Association  of  Colleges  of  Teacher  Education  to  the 
Boy  Scouts  of  America  and  the  General  Federation  of  Women's  Clubs). 
With  this  stimulus,  programs  of  civic  education  throughout  the 
country  are  for  the  first  time  going  beyond  traditional  domestic, 
historical  and  constitutional  limits  to  include  knowledge  of  the  role  of 
the  United  States  and  its  citizens  in  the  world  beyond  our  borders. 

Also  at  a  strategic  level  is  a  grant  to  support  the  Alliance  for  Global 
and  International  Studies  in  its  efforts  to  develop  cooperation  among 
its    member    organizations    in    raising    educational  standards. 
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Complementing  the  AFT  project,  Institute  support  is  helping  to 
develop  guidelines  for  quality  and  balance  in  the  variety  of  materials 
produced  by  the  member  organizations. 

Essav  Contest 

The  National  Peace  Essay  Contest  in  1989-1990  doubled  previous 
student  participation  across  the  country  and  from  overseas  American 
high  schools.  State  first-place  winners  were  brought  to  Washington 
for  a  four-day  program,  including  an  international  conflict  simulation 
exercise  based  on  events  in  Eastern  and  Central  Europe,  meetings 
with  Congressional  leaders,  and  a  conversation  with  Mrs.  Bush. 

The  1990-1991  National  Peace  Essay  Contest  is  nearing  completion. 
Although  the  postmark  deadline  for  receipt  of  essays  is  mid- 
February,  figures  supplied  by  our  teacher  coordinators  across  the 
country  estimate  that  more  than  10,000  students  will  take  part  in  the 
writing  exercise.  State  first-place  winners  will  travel  to  Washington 
in  June  for  the  week-long  awards  program.  This  year  the  program 
and  simulation  exercise  will  focus  on  Latin  America. 

The  Contest  continues  to  receive  high  praise  from  governors, 
members  of  Congress,  and  educators  at  all  levels  throughout  the 
country.    The  Contest  will  be  repeated  in  fiscal  year  1992. 

Continued  Planning  and  Development  of  Education  Programs 

In  fiscal  year  1991,  the  newly  appointed  Director  of  Education  and 
Training  will  devote  a  substantial  amount  of  time  to  an  evaluation 
of  existing  programs  and  to  thorough  planning  of  medium  and 
long-term  strategies  in  support  of  the  Institute's  educational 
mission.  In  particular,  he  will  seek  to  identify,  define  and  rank 
target  groups  and  to  develop  programmatic  approaches  offering 
the  highest  probability  of  positive  results  in  relation  to  cost,  both 
in  the  public  education  and  training  fields. 

Rule  of  Law  Initiative 

New  constitutions,  political  structures,  legislated  protections,  and 
judicial  and  rulemaking  institutions  are  emerging  in  Eastern  and 
Central  Europe,  the  Soviet  Union  and  many  of  its  republics,  as  well 
as  in  many  other  countries  around  the  world,  from  Namibia  to 
Nepal  to  Colombia.     They  comprise  a  movement  toward  political 
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pluralism  founded  upon  human  rights  observance  which  is  termed 
"the  rule  of  law."  As  stated  in  the  "Document  of  the  Copenhagen 
Meeting  of  the  Conference  on  the  Human  Dimension  of  the  CSCE,"  a 
landmark  political  agreement  reached  last  June  by  35  nations 
participating  in  the  Helsinki  process:  "[The  participating  states] 
consider  that  the  rule  of  law  does  not  mean  merely  a  formal 
legality  which  assures  regularity  and  consistency  in  the 
achievement  and  enforcement  of  democratic  order,  but  justice 
based  on  the  recognition  and  full  acceptance  of  the  supreme  value 
of  the  human  personality  and  guaranteed  by  institutions  providing 
a  framework  for  its  fullest  expression." 

Based  upon  the  premise  that  international  peace  is  fostered  by  the 
freedom,  justice,  and  personal  dignity  achieved  over  time  by 
governance  under  the  rule  of  law,  on  both  domestic  and 
international  levels,  the  Institute  has  begun  a  series  of  coordinated 
but  limited  projects  designed  to  study  a  variety  of  fundamental 
precepts  which  form  the  core  of  the  rule  of  law  movement.  In 
fiscal  year  1990,  the  Institute,  working  with  the  Departments  of 
State  and  Justice  and  the  USIA,  organized  a  conference  on  the  rule 
of  law  which  was  held  in  Moscow  and  Leningrad  with  Soviet  legal 
scholars  from  the  Academy  of  Science's  Institute  of  State  and  Law. 
The  Institute  also  undertook  a  survey  of  American  initiatives  on 
constitutionalism,  democracy,  and  the  rule  of  law  with  respect  to 
Eastern  and  Central  Europe.  In  fiscal  year  1991,  these  projects  will 
result  in  two  publications:  (1)  the  translation  into  Russian  of  the 
papers  from  the  Moscow-Leningrad  conference  and,  in  cooperation 
with  USIA,  their  publication  in  the  Soviet  Union,  and  (2) 
publication  of  the  survey  in  the  U.S.  and  its  dissemination  here 
and,  with  USIA  assistance,  in  Eastern  and  Central  Europe.  A 
similar  survey  of  American  rule  of  law  initiatives  with  respect  to 
the  Soviet  Union  is  being  planned.  In  addition,  needs  assessments 
of  rule  of  law  developments  in  selected  countries  in  Eastern  and 
Central  Europe,  and  the  Soviet  Union  are  scheduled  to  begin  in 
fiscal  year  1991  and  carry  over  into  fiscal  year  1992.  To  be 
conducted  by  American  legal,  political,  and  economic  experts  with 
experience  in  each  country,  these  studies  will  undergo  testing  and 
examination  by  nationals  of  each  country  before  their  publication. 
Plans  include  translations  of  the  studies,  once  finalized,  into  the 
principal  language  of  each  country  being  studied  and,  with  USIA, 
their  distribution  overseas.  Finally,  the  Institute  has  included  in 
its  Latin  American  activities  a  special  focus  in  solicited  grants  on 
rule  of  law  issues  as  they  pertain  to  judicial  institutions. 
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Spark  M.  Matsunaga  Medal  of  Peace 

In  one  of  its  final  actions,  the  101st  Congress  authorized  the 
Institute,  in  H.R.  5399,  Public  Law  101-520,  to  create  a  prestigious 
award  in  honor  of  Senator  Spark  M.  Matsunaga,  a  "father"  of  the 
Institute  who  passed  away  in  April  1990.  The  award,  called  the 
"Spark  M.  Matsunaga  Medal  of  Peace,"  is  to  be  given  each  year  "to 
such  person  or  persons  who  [the  Institute's  Board]  determines  to 
have  contributed  in  extraordinary  ways  to  peace  among  the 
nations  and  peoples  of  the  world,  giving  special  attention  to 
contributions  that  advance  society's  knowledge  and  skill  in 
peacemaking  and  conflict  management."  The  medal  itself  is  to  be 
designed  by  the  Secretary  of  the  Treasury  in  consultation  with  the 
Institute  and  the  Commission  on  Fine  Arts,  and  the  Institute  is  to 
reimburse  the  Treasury  for  its  costs.  Each  medal  is  to  be 
accompanied  by  a  cash  award  not  to  exceed  $25,000  for  any 
recipient  and  is  to  be  given  in  a  public  ceremony.  The  Institute's 
Board  is  directed  to  establish  an  eminent  panel  to  advise  it  on 
selecting  award  recipients. 

The  Institute  has  begun  the  process  of  establishing  this  important 
award.  Consultations  with  the  U.S.  Mint  are  under  way,  and  it  is 
now  anticipated  that  the  Medal  itself  will  be  ready  by  the  end  of 
calendar  year  1991.  The  Institute  is  currently  developing 
selection  procedures  and  plans  for  the  award  ceremonies. 
Substantial  preparatory  work  will  take  place  during  fiscal  year 
1991,  and  the  first  award  is  expected  to  be  made  in  fiscal  year 
1992. 

Peace  Internships 

Beginning  in  the  summer  of  1991,  the  Institute  will  establish  Peace 
Internships,  offering  a  small  number  of  students  at  the  college  and 
graduate  levels  the  opportunity  to  work  with  Institute  staff  on 
their  programs. 
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PUBLICATIONS  AND  MARKETING 
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PUBLICATIONS  AND  MARKETING 
Program  Overview 

The  Publications  and  Marketing  unit  addresses  the  Institute's 
burgeoning  publishing  and  dissemination  needs.  It  provides 
support  for  diverse  product  development—writing,  editing, 
repackaging,  graphics  and  printing.  It  is  also  responsible  for  (1) 
supporting  the  development  of  publications  in  the  Institute's 
various  programs  (particularly  fellowships  and  research  and 
studies),  and  (2)  preparing  Institute  periodicals  and  other 
materials  for  publication.  It  disseminates  those  materials,  as 
appropriate,  to  educators,  scholars,  journalists,  policymakers,  and 
citizen  groups  to  enhance  their  understanding  of  issues  of  peace 
and  war.  A  major  goal  is  to  develop  a  position  of  stature  for  the 
Institute  as  a  substantive  source  and  disseminator  of  material  that 
contributes  to  the  furtherance  of  peace.  Publications  necessarily 
represent  an  increasing  claim  on  Institute  funds,  as  the  products  of 
activity  in  previous  years  move  toward  publication  and 
distribution. 

Activities   Through   Fiscal   Year  1992 

During  fiscal  years  1991  and  1992,  the  Institute  expects  to  prepare 
for  publication  about  a  dozen  books  and  a  variety  of  reports, 
papers,  proceedings,  and  monographs,  as  well  as  to  continue 
publishing  the  Institute's  newsletter,  (the  Journal).  In  Brief  series, 
and  corporate  materials.  To  produce  this  volume  of  products  will 
require  a  substantial  buildup  of  the  Institute's  publications 
capacity,  a  process  that  began  during  fiscal  year  1990. 

In  fiscal  year  1990,  the  Institute  prepared  the  following: 

Periodicals 

•12  issues  of  In  Brief,  succinct  four-page  synopses  of 
Institute  sponsored  work  on  topics  of  interest  to  scholars, 
policymakers  and  others  in  the  peace  and  security 
community,  distributed  to  a  list  of  2,000; 
•5  issues  of  the  8-12  page  United  States  Institute  of  Peace 
Journal,  a  bimonthly  newsletter  of  substantive  content  with 
a  circulation  of  20,000. 
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Reports 

•Second  Biennial  Report  of  the  United  States  Institute  of 
Peace-1989.  published  in  early  1990,  and  submitted  to  the 
President  and  the  Congress  and  distributed  to  a  wide  public; 
•Prospects  for  Conflict  or  Peace  in  Eastern  and  Central 
Europe,  a  survey  of  the  dramatic  events  in  the  region,  with 
insights  on  the  shape  of  its  future  published  in  the  summer 
of  1990. 

Brochures    and    Informational  Materials 

•National  Peace  Essay  Contest  yearbook  of  winning  essays, 
and  supporting  informational  materials; 
•Grant  and  fellowship  application  packages; 
•Program  brochures  and  information  materials. 

Proceedings 

•The  Dialogues  from  Public  Workshops  series  was  launched 
with  three  issues: 

"A  Discussion  of  the  Origins  of  thinking  on  Arms  Control: 
The  Sarajevo  Fallacy" 

"The  Meaning  of  Munich  Fifty  Years  Later" 
"A  Look  at  'The  End  of  History?'" 

Reference  Materials 

•Checklist-Austin,  a  bibliographic  compilation  of  the  region's 
academic  and  public  library  holdings  in  peace  and 
international  conflict  resolution. 

The  department  also  arranged  for  the  production  and  distribution 
of  various  Institute  materials  for  potential  grant,  fellow,  and  high 
school  essay  contest  applicants,  the  media,  public  workshop 
participants,  scholars,  diplomats,  researchers,  educators,  and 
laypersons. 

In  fiscal  year  1991,  the  Institute  expects  to  complete  the  following: 
Books 

•Negotiating  Across  Cultures:  Communication  Obstacles  in 
International  Diplomacy,  by  Raymond  Cohen,  the  first  book 
originating  from  the  Jennings  Randolph  Program  published 
by  the  Institute. 

•Soviet-American  Conflict  Resolution  in  the  Third  World,  by 
Mark  Katz  (ed.). 
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«The  Future  of  Europe:  Perspectives  on  NATO  and  CSCE.  by 
Michael  Lund,  Lily  Gardner  Feldman,  Max  van  der  Stoel,  and 
Milan  Svec. 

•Approaches  to  Peace:     An  Intellectual  Map  by  W.  Scott 
Thompson,  Kenneth  Jensen,  and  Richard  Smith  (eds.). 
•Intolerance  as  an  Obstacle  to  Peace:     Ukraine  by  David 
Little. 

•  Guide  to  Library  of  Congress  Subject  Headings  and 
Classification  on  Peace  and  International  Conflict  Resolution, 
a  500  page  reference  work  for  librarians. 

•  Origins  of  the  Cold  War:  the  Novikov.  Kennan  and  Roberts 
'Long  Telegrams  of  1946'. 

•State  of  World  Peace. 

•American  Initiatives  in  Constitutionalism  and  Rule  of  Law 
in  Central  and  Eastern  Europe  (published  by  the  University 
Press  of  Virginia). 

•Translating  and  publishing  in  Russian,  through  the  United 
States  Information  Agency,  the  papers  resulting  from  a 
conference  on  rule  of  law/constitutionalism  held  in  the 
Soviet  Union  in  the  spring  of  1990. 

Reports 

•The  Gulf  Crisis:    Finding  a  Peaceful  Solution. 
Brochures 

•Guide  to  Specialists,  listing  Institute  authorities,  for  use  by 
journalists  and  others  to  obtain  information  on  certain  topic 
areas. 

•Brochures   describing   the   Grant,   Library,    and  Jennings 
Randolph  Fellowship  Program. 

Proceedings 

Dialogues  from  a  Public  Workshop  series: 

•"Is  it  Feasible  to  Negotiate  Chemical  and  Biological  Weapons 
Control?" 

•"Pacificism  and  Citizenship:  Can  they  Coexist?" 

In  addition,  the  Institute  will  concentrate  on: 

•Revising   the  Institute's  mailing  list  in  order  to  improve 
dissemination  effectiveness; 
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•Publishing  6  issues  of  United  States  Institute  of  Peace 
Journal  and  24  issues  of  In  Brief: 

•Conducting  specialized  dissemination/marketing  campaigns 
for  Institute  products  and  activities  (i.e.,  annual  Essay 
Contest,  public  workshops,  publications,  etc.); 

•Quantifying  the  work  of  the  department  by  improved 
scheduling,  cost  analysis,  and  inventory  control; 

•Implementing  an  inventory  code  system  for  Institute 
publications  to  improve  tracking  and  mailhouse  efficiency; 

•Continuing  to  publish  a  variety  of  Institute  materials, 
including  monographs,  bibliographies,  brochures,  Essay 
Contest  kits,  and  TV/video  support  materials,  which  are  of 
informational  value  to  a  diverse  audience; 

•Editing  and  producing  additional  books,  reports, 
monographs,  and  proceedings  based  on  the  work  projects  of 
the  research  programs  of  the  Institute; 

•Disseminating  the  Institute's  products  and  information  on 
its  activities  to  wider  and  more  targeted  audiences;  and 

•Upgrading  computer  technology  in  order  to  enhance  timely 
publication. 

Continuing  to  support  the  Institute's  publishing  and  dissemination 
needs  in  fiscal  year  1992,  the  Publications  and  Marketing  unit  will 
be  producing  the  output  of  all  other  Institute  programs  and 
disseminating  those  products  to  diverse  audiences. 
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PUBLIC  AFFAIRS  AND  INFORMATION 

(in  thousands  of  dollars) 


By  Activity 


1990 

1991 

1992 

Net  Change 

Actual 

Estimate 

Estimate 

•91--92 

TOTAL 

165 

231 

255 

+24 

By  Object  Classification 


1990  1991  1992  Net  Change 

Actual  Estimate  Estimate  '91 -'92 

FTE  Amount      FTE  Amount      FTE  Amount       FTE  Amount 


Personnel 
Full  Time 
Board 

Other  than  F/T 
Consultants 

2.00 
0.01 
0.04 
0.18 

58 
2 
2 

15 

2.34 
0.02 
0.40 
0.21 

79 
2 
16 
16 

3.00 
0.01 

0.19 

105 

3 

16 

+0.66 
--0.01 
-0.40 
-0.02 

+26 
+1 
-16 

Benefits 
Total 

2.23 

14 
21 

2.97 

19 
Ul 

3.20 

27 
151 

+  0.23 

+8 
.±12 

Travel 

Invitational 
Board 
Staff 
Total 

3 
2 
15 

6 
1 

10 
12 

13 
2 
15 
_2A 

+7 
+1 
+5 
-All 

Office  Rent 
Other  Rent 

26 
5 

27 
5 

29 
6 

+2 
+1 

Postage 

4 

5 

7 

+2 

Printing 

11 

22 

11 

-11 

Other  Services 

7 

21 

18 

-3 

Supplies 

Total  Other 

—L 
54 

_2 

n 

_2 
74 

.±1 
■8 

TOTAL  2*12  LG5.  L22  121  i5J  +0-23  +24 
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PUBLIC  AFFAIRS  AND  INFORMATION 

Overview 

During  fiscal  year  1992,  the  Institute  will  continue  to  cooperate  with 
other  institutions  on  various  public  outreach  activities  on 
international  peace  and  conflict  resolution  and  other  means  to 
broaden  awareness  of  the  Institute's  work  and  the  resources  it  offers. 

Activities   Through   Fiscal   Year  1992 

Requests  for  Information.  Publications  and  Speakers 

Each  week  the  Institute  fulfills  more  than  100  written  and  telephone 
requests  for  informational  items  and  Institute  publications.  Many 
requests  are  generated  from  articles  and  announcements  in 
newspapers,  professional  newsletters  and  publications,  Chronicle  of 
Higher  Education,  Commerce  Business  Daily,  Federal  Register,  and 
other  mediums  designed  to  reach  large  public  audiences.  A  great 
number  of  requests  come  from  libraries  across  the  country,  which 
learn  through  the  Vertical  File  Index  service  about  documents 
available  from  the  Institute. 

Interest  in  the  Institute  is  also  generated  through  participation  in 
professional  conferences  and  meetings  at  which  information  on 
programs,  publications,  and  video  products  is  disseminated.  Staff 
have  participated  at  meetings  of  the  American  Political  Science 
Association,  International  Political  Science  Association,  American 
Library  Association,  United  Nations  Association,  American  Forum,  and 
International  Studies  Association. 

The  Institute  continues  to  fulfill  requests  for  speakers  on  topics 
pertaining  to  international  peace  and  the  Institute's  programs.  To 
date,  Board  members,  staff,  and  Fellows  have  visited  over  26  states, 
speaking  to  a  variety  of  grassroots  audiences.  In  cooperation  with 
local  hosts,  the  Institute  arranges  as  many  engagements  as  possible  to 
maximize  the  effectiveness  of  each  trip,  which  usually  includes 
lectures  at  colleges  and  universities;  speeches  before  civic 
organizations;  meetings  with  newspaper  editors  and  reporters;  and 
television  and  radio  interviews. 
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Through  customized  mailing  lists,  the  Institute  regularly  notifies 
institutions  and  individuals  with  interests  on  particular  subjects 
about  publications  and  activities  in  those  areas. 

Outreach  Programs 

In  order  to  maximize  the  impact  of  its  various  outreach  functions,  the 
Institute  conducts  intensive  two-day  programs  in  medium  to  large 
sized  metropolitan  areas,  designed  to  engage  core  audiences  and  a 
good  representation  of  the  interested  public.  Thus  far,  such  programs 
have  occurred  in  Atlanta,  Georgia;  Austin,  Texas;  and  Honolulu, 
Hawaii.  Visits  to  cities  in  the  Pacific  Northwest,  the  Midwest,  and 
New  England  are  under  consideration. 

The  programs  consist  of  specialized  workshops,  information  on  grants 
and  fellowships,  and  meetings  for  librarians,  information  specialists, 
scholars,  educators,  and  civic  organizations  about  support  available 
from  the  Jeannette  Rankin  Library  Program. 

In  addition,  each  program  includes  at  least  six  or  more  speeches  and 
educational  seminars  on  timely  issues,  such  as  "Religion:  A  Source  of 
Peace  and  A  Source  of  Conflict,"  "Challenges  for  the  Next  Generation  of 
Peacemakers,"  and  "The  Role  of  Unofficial  Diplomacy  in  Conflict 
Resolution."  For  Atlanta  and  Austin,  Checklists  of  Titles  on 
International  Peace.  Security,  and  Conflict  Resolution  contained  in 
area  libraries  were  prepared. 

In  mounting  these  programs,  the  Institute  cooperates  with  numerous 
and  diverse  educational  organizations,  including  dozens  of  colleges 
and  universities,  Rotary  Clubs,  chapters  of  American  Association  of 
University  Women  and  League  of  Women  Voters,  and  World  Affairs 
Councils.  For  example,  in  Atlanta  14  institutions  of  higher  learning 
participated  in  grant  workshops,  including  one  at  Morehouse  College 
designed  specifically  to  address  the  needs  of  historically  black 
colleges  and  universities.  In  Austin,  the  Institute  cooperated  with  20 
local  institutions,  ranging  from  high  schools  to  seminaries  to  the  Texas 
Library  Association.  In  Hawaii,  the  Institute  visitors  met  with  key 
officials  at  the  University  of  Hawaii,  East-West  Center,  and  U.S.  Pacific 
Command. 
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Portable  Programs 

The  Institute  plans  to  develop  "portable  programs"  in  late  fiscal  year 
1991  and,  if  the  pilot  effort  is  successful,  devote  more  resources  to 
this  area  in  fiscal  year  1992.  Several  national  educational 
organizations  have  expressed  interest  in  working  with  the  Institute  in 
providing  a  small  number  of  their  members  with  programming 
opportunities  on  international  peace.  As  currently  conceived,  these 
programs  would  be  a  half-day  in  length  and  include  lectures,  panel 
discussions,  films,  and  educational  materials.  Intended  audiences 
would  be  colleges,  universities,  professional  associations,  civic  groups, 
and  in-service  teacher  training  programs.  By  standardizing  the  topics 
and  format,  the  Institute  expects  to  minimize  the  amount  of  time  the 
staff  must  devote  to  planning  the  programs  and  to  reach  a  wider 
number  of  localities  across  the  country.  In  the  pilot  phase,  the 
Institute  plans  to  dispatch  one  or  two  fellows  or  grantees  who,  with 
local  organizers,  would  conduct  programs  in  two  or  more  cities  in  the 
same  region  over  a  period  of  several  days. 

Media  Relations 

The  Institute's  reputation  continues  to  grow  among  the  media  as  an 
organization  which  is  a  source  of  expert  information  and  background 
on  timely  international  affairs  issues.  In  fiscal  year  1992  the 
Institute  plans  to  publish  the  second  edition  of  the  Guide  to 
Specialists.  The  first  edition  was  published  in  late  1990  and  serves  as 
the  Institute's  primary  means  of  relaying  information  to  the  media  or 
other  interested  persons  about  the  work  of  current  and  former 
Institute  fellows  and  their  areas  of  expertise. 

Special  "media  alerts"  highlighting  fellows'  expertise  relating  to  the 
Gulf  crisis,  turmoil  in  the  Balkans,  and  political/economic  crisis  in  the 
Soviet  Union  have  generated  more  than  150  responses  from  print  and 
broadcast  media  across  the  country.  When  appropriate,  callers  are 
also  directed  to  grantees  and  other  Institute-affiliated  experts 
working  in  these  areas.  In  addition  to  citations  in  many  national  and 
local  newspapers,  these  experts  have  been  interviewed  on  CNN,  C- 
SPAN,  Mac  Neil -Lehrer  News  Hour,  David  Brinkley  Show,  and  many 
other  national  and  local  television  programs. 
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C-SPAN  and  other  television  networks  have  broadcast  seven  panel 
discussions  conducted  by  the  Institute.  C-SPAN  aired  a  three-hour 
segment  of  the  Institute's  panel  on  "Finding  A  Peaceful  Resolution  To 
The  Gulf  Crisis,"  several  times. 
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MANAGEMENT  AND  ADMINISTRATION 

(in  thousands  of  dollars) 


By  Activity 


Actual 

1QQ1 

Estimate 

1QQ/> 

Estimate 

Net  Change 
'91-92 

Activity  1: 

Board  of  Directors 

88 

97 

105 

+8 

Activity  2: 

Executive 

335 

350 

412 

+62 

Activity  3: 

Legal 

109 

104 

107 

+3 

Activity  4: 

Administrative 

197 

296 

331 

+35 

Activity  5: 

Support  Staff 

41 

36 

38 

+2 

Activity  6: 

General  Operating  Costs 

713 

587 

529 

-58 

TOTAL 

1483 

1470 

1522 

+52 

By  Object  Classification 


1990 
Actual 
FTE  Amount 

1991 
Estimate 
FTE  Amount 

1992 
Estimate 
FTE  Amount 

Nipt  fTiancrA 

1NCL  UiliUlgC 

'91 -'92 
FTE  Amount 

Personnel 
Full-time 
Board 
Consultants 

9.06 
0.63 
0.18 

471 
52 
9 

10.28 
0.65 
0.47 

572 
60 
16 

11.80 
0.65 

659 
65 

+1.52  +87 
+5 

-0.47  -16 

Benefits 
Total 

9.87 

94 
626 

11.40 

93 
211 

12.45 

119 
843 

+26 

+  1.05  +102 

Travel 

Invitational 

Board 

Staff 

Local/Other 
Total 

22 
7 
13 
Jl 

23 
9 
4 

1 

25 
11 
16 
Jl 

+1 
+2 
+2 
+12 
.±12 

Trans  of  Things 

33 

35 

38 

+3 

Office  Rent 
Other  Rent 

106 
4 

110 

2 

114 

3 

+4 
+1 

Telephones 

48 

55 

62 

+7 

Postage 

3 

3 

4 

+1 

Printing 

30 

32 

35 

+3 

Other  Services 

372 

252 

298 

+46 

Supplies 

52 

55 

62 

+7 

Fum  &  Equip 

Total  Other 

m 

815 

149 

JQ 

-139 
-67 

TOTAL 

9.87 

1483 

11.40 

1470 

12.45 

1522 

+  1.05  +52 
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MANAGEMENT  AND  ADMINISTRATION 

As  in  the  past  years,  the  Institute  seeks  to  keep  its  expenses  for 
management  and  administration  reasonably  proportioned  to  the 
remainder  of  its  budget.  The  percentage  of  the  total  budget  devoted 
to  these  expenses  has  declined  from  year  to  year;  it  was  19  percent  in 
fiscal  years  1989  and  1990;  and  is  projected  to  decline  in  fiscal  years 
1991  and  1992. 

The  Institute  has  contracted  with  the  General  Services  Administration 
(GSA)  to  provide  some  of  the  administrative  support  services 
previously  furnished  by  the  White  House  Office  of  Administration. 
This  shift  prompted  some  one-time  expenses  during  fiscal  years  1990 
and  1991  to  upgrade  the  computer  equipment  and  software  used  by 
the  Institute's  Office  of  Administration  and  will  require  some 
expansion  of  the  Institute's  administrative  staff.  (See  Organization 
and  Staffing,  pp.  16-18.) 

The  GSA  has  also  denied  the  Institute  eligibility  to  obtain  airline 
tickets  and  other  transportation  at  government  rates.  Although  the 
Institute  believes  the  GSA  decision  to  be  in  error  and  is  seeking  a 
correction,  the  effect  currently  is  to  increase  significantly  the 
Institute's  average  costs  for  most  travel. 

Pursuant  to  PL  100-238,  the  Institute  has  not  been  able  to  offer 
federal  health,  life  insurance  and  retirements  benefits  to  employees 
hired  after  October  1,  1988.  As  a  substitute,  it  has  negotiated  group 
policies  with  private  carriers,  with  the  consequence  that  health 
insurance  costs  per  employee  are  now  significantly  higher  for  these 
new  employees  than  for  employees  still  covered  by  the  federal 
benefits  program. 
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Justification  by  Object  Class 


fiscal  year  1992 
Financial  Requirements 


The  program  level  and  expected  obligations  for  Fiscal  Year  1992  are  $12,238  million. 

FY  1991 

FY  1992 

Change 

Total  Obligations  

8790 

12,238 

+3448 

A  distribution  by  object  classification  is  as  follows: 

Object  Classification 

(in  thousands  of  dollars) 

1991 
 Estimate 

1992 
Estimate 

Net 
Change 

Personnel  Compensation: 

Total  Personnel  Compensation   

1827 
Tan 

  z?o 

2057 

2211 
149 
2360 

+384 
^81 

+303 

Personnel  Benefits 

TOTAL  PERSONNEL  

387 
2444 

492 
2852 

+105 
+408 

 386 

476 

+90 

Transportation  of  Things  

35 

38 

+3 

Rental  Payments  to  Others  

584 

613 

+29 

Communications,  Utilities  and  Miscellaneous  Charges . 

127 

154 

+27 

449 

620 

+171 

Other  Services  

  1515 

2034 

+519 

Supplies  and  Materials  

77 

90 

+13 

 199 

61 

-138 

Grants,  Subsidies  and  Contributions  

2974* 

3625 

+651 

Subtotal  

8790 

10.563 

+1773 

Special  Middle  East  Program  

1675 

+1675 

Total  Obligations  

8790 

12,238 

+3448 

*Does  not  include  328  for  grants  approved  and  committed  in  late  FY  1990  but  not  obligated  until  early  FY  1991 
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EXPLANATION  AND  JUSTIFICATION  OF  CHANGES  BY 
Object  Class 
Fiscal  Year  1992 

(in  thousands  of  dollars) 

PERSONNEL  COMPENSATION  -  $2360 


FY  1991 

FY  1992 

Net 

Estimate 

Estimate 

Change 

Full-Time  Permanent 

1827 

2211 

+384 

Other  than  Full-Time  Permanent 

230 

149 

^£1 

TOTAL 

2057 

2360 

+303 

The  $2360  requested  in  fiscal  year  1992  for  Personnel  Compensation  reflects  the 
following  compensation:  (1)  $221 1  for  forty-seven  full-time  permanent  employees;  and  (2) 
$149  for  other-than-full-time  permanent  employees  which  includes  Board  Members,  part- 
time,  and  other  short-term  intermittent  employees. 

The  additional  $303  requested  in  FY  1992  for  personnel  compensation  is  required  for  the 
following  reasons:  (1)  full-year  coverage  of  the  1991  government- wide  4.1  pay  increase; 
and  (2)  full-year  effect  of  vacancies  filled  in  FY  91  and  full  year  pay  costs  associated  with 
addition  of  three  full-time  staff  in  FY  92. 

PERSONNEL  BENEFITS  -  $492 

FY  1991  FY  1992  Net 
Estimate        Estimate  Change 

TOTAL  2S1  422  +105 

The  $492  requested  for  personnel  benefits  includes  payments  to  the  OPM  Retirement  Fund 
for  employees  covered  under  the  Civil  Service  Retirement  System,  FERS  Retirement 
System  payments  for  eligible  employees,  FICA  and  medicare  payments,  and  life  and  health 
insurance  payments  for  employees  who  elect  such  coverage.  Also  included  are  payments 
to  private  sector  benefit  carriers  for  retirement,  life  and  health  insurance  coverage  for 
employees  hired  after  October  1,  1988  (as  required  by  Sec.  108(a)  of  P.L.  100-238);  these 
benefit  costs  are  significantly  higher  for  new  employees  than  for  employees  hired  before 
October  1, 1988. 

The  additional  $105  requested  for  personnel  benefits  represents  (1)  an  across-the-board 
increase  in  federal  and  private  sector  retirement  /annuity  benefits  which  is  necessitated  by 
increased  compensation  and  participation  eligibility;  and  (2)  increased  health  insurance 
premiums  for  both  federal  and  private  providers. 
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TRAVEL  AND  TRANSPORTATION  OF  PERSONS--$47(i 

FY  1991  FY  1992  Net 
Estimate        Estimate  Change 

total  m  426  m 

The  $476  requested  for  Travel  and  Transportation  of  Persons  includes:  (1)  travel  costs 
associated  with  private  individuals'  participation  in  the  Institute's  program-related 
workshops,  conferences,  and  other  public  events;  for  example  travel  to  Washington,  DC 
by  National  Peace  Essay  winners  for  participation  in  the  awards  ceremony,  and  travel  to  the 
Soviet  Union  and  Eastern  Europe  on  various  projects;  (2)  project-related  travel  performed 
by  the  Jennings  Randolph  Fellows  and  Scholars;  (3)  travel  performed  by  the  Institute  staff 
for  Institute-related  activities;  (4)  travel  by  the  Institute's  Board  Members  to  attend  monthly 
board  meetings,  Institute  workshops  and  conferences,  and  other  public  events  sponsored 
by  the  Institute  and  outside  organizations;  and  (5)  reimbursement  for  local  transportation  in 
the  metroplitan  area.  The  increase  in  the  travel  budget  is  due  in  part  to  a  recent  directive 
issued  by  the  General  Services  Administration  (GSA)  denying  the  Institute  eligibility  for 
participation  in  the  Federal  Diners  Club  program.  Because  of  this  directive,  the  Institute  is 
presently  not  eligible  to  obtain  airline  tickets  and  other  modes  of  transportation  at 
government  rates.  The  Institute  believes  the  GSA  decision  is  in  error  and  is  taking  steps  to 
seek  a  correction. 


TRANSPORTATION  OF  THINGS  -  $38 

FY  1991  FY  1992  Net 
Estimate         Estimate  Change 

TOTAL  25  23  ±2 

The  $38  requested  covers  the  usage  of  Federal  Express,  United  Parcel  Service  (UPS)  and 
other  commercial  courier  services  and  transportation  companies. 


RENTAL  PAYMENTS  TO  QTHERS~$613 

Office  Rent 
Other  Rent 


FY  1991  FY  1992  Net 
Estimate         Estimate  Change 


total  m  m  ±22 

The  $613  requested  for  Rental  Payments  to  Others  includes  the  following:  (1)  annual 
rental  for  current  office  space  (2)  rental  of  postage  meters  and  postal  boxes  (3)  rental  of 
conference  facilities  for  public  activities. 
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COMMI JNIC  ATTONS.  IJTTLnTES.  AND  MISCELLANEOUS  CHARGES  -  $154 


Telephones 
Postage 

TOTAL 


FY  1991 

FY  1992 

Net 

Estimate 

Estimate 

Change 

55 

62 

+7 

Jl 

-22 

+20 

127 

154 

+27 

The  additional  $27  requested  in  FY  92  for  Communications,  Utilities,  and  Miscellaneous 
is  required  to  cover  increased  telephone  and  postage  usage  due  to  increased  postage  rates 
and  increased  dissemination  of  Institute  publications. 


PRINTING  AND  REPRODUCTION  --  $620 


Program  Printing 

Grants 

Jennings  Randolph 

Research  and  Studies 

Religion,  Ethics,  and  Human  Rights 

Library 

Education  and  Training 
Publications  and  Marketing 
Public  Affairs  and  Information 


FY  1991 

FY  1992 

Net 

Estimate 

Estimate 

Change 

ill 

585 

+168 

23 

31 

+8 

26 

43 

+17 

51 

95 

+44 

6 

10 

+4 

5 

11 

+6 

90 

144 

+54 

194 

240 

+46 

22 

11 

-11 

Miscellaneous  Printing  (non  program)  32  35  +3 

TOTAL  442  620  +171 

$171  additional  is  requested  for  Printing  and  Reproduction.  Estimates  include  the 
following  major  printing  activities: 


(1)  Grants  Program  -  Books  and  monographs  of  grant  projects  and 
departmental  brochures. 

(2)  Jennings  Randolph  Program  —  Books,  monographs,  and  occasional 
papers  from  fellowships  projects.  Miscellaneous  program  brochures, 
fellowship  applications  and  materials 

(3)  Research  and  Studies  Program  ~  Publication  of  books,  monographs, 
occasional  papers  and  study  group  reports.  Miscellaneous  departmental 
materials. 
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(4)  Religion,  Ethics,  and  Human  Rights  -  Publication  of  project  reports. 

(5)  Education  and  Training  -  Rule  of  Law  Project  ~  publication  of 
assessment  reports  and  seminar  papers.  Peace  Medal  and  Essay  Contest 
promotional  materials. 

(6)  Publications  andMarketing  ~  Publication  of  periodicals  Journal  and  In 
Brief,  corporate  and  departmental  materials 

(7)  Public  Affairs  and  Marketing  -  Public  outreach  and  departmental 
materials 


OTHER  SERVICES  -  $2034 


FY1991  FY  1992  Net 

Estimate  Estimate  Change 

Program  1262  1736  +473 

Grant  Program  14  15  +1 

Jennings  Randolph  Program  169  242  +73 

Research  and  Studies  Program  144  153  +9 

Religion  and  Human  Rights  38  42  +4 

library  67  55  -12 

Education  and  Training  533  925  +392 

Publications  and  Marketing  277  286  +9 

Public  Affairs  and  Information  21  IS  -3. 

General  (non  program)  252  22S  +46 

Administrative  Support  Services  25  35  +10 

Audit  Contract  25  25 

Professional  Transcription  Services  26  28  +2 
Maintenance  of  Office  Machines 

and  Equipment  25  27  +2 
Other  Miscellaneous  Contractual 

Services  ttl  183  +32 

GRAND  TOTAL  1515  2034  +519 


The  $2034  requested  for  Other  Services  represents  an  increase  of  $519  or  34  percent, 
over  the  FY  91  estimate.  The  majority  of  the  increases  in  this  category  are  for  contracting 
and  other  costs  associated  with  the  development  of  the  Institute's  Peace  Medal,  the  National 
Peace  Essay  Contest  activities,  and  expansion  of  the  educational  television  video  project, 
and  other  educational  activities. 

The  $298  requested  for  general  contracting  covers  the  annual  financial  audit,  reimbursable 
accounting,  financial  management,  and  personnel/payroll  services,  contracting  for  technical 
expertise  unavailable  in  house,  and  other  miscellaneous  contracting. 
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SUPPLIES  AND  MATERTAI^S  -  $90 

FY  1991  FY  1992  Net 
Estimate        Estimate  Change 

TOTAL  22  20  ±11 

The  $90  requested  for  supplies  and  materials  covers  specialized  program,  computer  and 
general  office  supplies. 

FURNITURE  AND  EQUIPMENT  -  $61 

FY  1991  FY  1992  Net 
Estimate        Estimate  Change 

Furniture  and  Equipment  149  10  -139 

Library  Acquisitions  50  51  +1 

TOTAL  199  61  -138 

The  majority  of  the  $61  requested  for  furniture  and  equipment  will  be  used  to  expand  the 
Institute's  library  collection. 

GRANTS.  SUBSIDIES  AND  CONTRIBUTIONS  -  $3625 

FY  1991  FY  1992  Net 
Estimate        Estimate  Change 

Grants  2154  2700  +546 

Jennings  Randolph  Fellowships  760  810  +50 

Scholarships  (National  Peace  Essay  Contest)  60               65  +5 

Peace  Medal  Awards  —    +50 

TOTAL  2224  2625  ±&1 


$2700  of  the  $3625  requested  for  Grants,  Subsidies,  and  Contributions  will  be  used 
solicited  and  unsolicited  grants.  Grants  are  made  for  the  following  categories:  research 
and  studies,  education  and  training,  and  information  services,  which  includes  library 
supportt. 

The  $810  requested  for  the  Jennings  Randolph  Fellowship  Program  support  3 
Distinguished  Fellows,  2  Visiting  Distinguished  Fellows,  7  Peace  Fellows  and  10  Peace 
Scholars. 

The  $65  requested  for  scholarships  represents  awards  payments  for  the  annual  National 
Peace  Essay  Contest  winners. 

The  $50  requested  for  Peace  Medal  Awards  represents  two  $25  awards. 


♦Does  not  reflect  328  for  grants  approved  and  committed  in  late  FY  1990  but  not  obligated  until  early  FY 
1991 
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UNITED  STATES  INSTITUTE  OF  PEACE 

COMPARISON  OBJECT  CLASSIFICATION:   FISCAL  YEAR  1992 
PRESIDENT      INSTITUTE  REQUESTS 

(in  thousands  of  dollars) 


1992 

1992 

Pres. 

USIP 

Net 

Request 

Request 

Chang? 

Personnel  Compensation: 

Cull  Timfl 

9104 

091 1 

a.1  07 

Other  than  Full-time  Permanent  

  141 

149 

_+S 

Total  Compensation  

 2245 

,  1  1  c 

+1 1 J 

Personnel  Benefits 

  478 

492 

+14 

TOTAL  PERSONNEL  

 2723 

Travel  and  Transportation  of  Persons  

 486 

476 

-10 

 38 

38 

Rental  Payments  to  Others  

 11 

613 

+602 

Communications,  Utilities,  and  Miscellaneous  Charges....62 

154 

+92 

 397 

620 

+223 

Other  Services  

  863 

2034 

+1171 

Supplies  and  Materials  

 90 

90 

Furniture  and  Equipment  

 61 

61 

Grants,  Subsidies  and  Contributions  

 4180 

3625 

-555 

 8911 

10,^3 

+1652 

1675 

+  1675 

 8911 

12,238 

+3327 
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VI.   PRESIDENT'S  FISCAL  YEAR  1991  BUDGET  REQUEST 

In  his  Budget  Submission  for  Fiscal  Year  1992,  the  President  has 
requested  a  funding  level  of  $8,911,000  for  the  United  States 
Institute  of  Peace. 

The  President's  budget  provides  a  "no  growth"  funding  level  for  the 
Institute,  based  upon  an  increase  for  inflation  over  the  fiscal  year 

1991  level.     The  Institute,  in  contrast,  has  requested  fiscal  year 

1992  funding  at  a  level  of  $11,918,000.  This  request  has  two  parts: 
(a)  $10,243,000  for  basic  programming  and  the  new  Spark  M. 
Matsunaga  Medal  of  Peace,  and  (b)  $1,675,000  to  support  a  new 
Special  Program  in  Middle  East  Peacemaking  and  Conflict 
Resolution.  The  Special  Middle  East  Program  responds  to  the  crucial 
events  in  the  Persian  Gulf.  Because  planning  for  it  began  after  the 
outbreak  of  hostilities  in  January,  it  was  not  part  of  the  Institute's 
submission  to  the  Office  of  Management  and  Budget  last  Fall.  It  has 
been  given  a  special  line  in  the  comparative  table  that  follows  and, 
as  indicated  previously  in  this  document,  will  be  the  subject  of 
further  communication  to  the  Subcommittee  from  the  Institute. 

The  President's  "no  growth"  budget  would  have  a  particular  impact 
upon  the  Institute's  capacity  to  carry  out  its  responsibilities  as 
described  in  the  request  for  basic  program  funding  and  funding  for 
the  Matsunaga  Medal.  In  fiscal  year  1992,  growth  in  the  Institute 
will  occur  principally  in  educational  programming  and  outreach, 
particularly  through  publications  and  a  stepping-up  of  Institute 
support  for  public  interaction  by  fellows  and  other  selected 
specialists.  Grants  and  fellowships,  however,  remain  essentially 
constant  and  library  program  expansion  is  slowed.  These  emphases 
are  described  above,  at  pages  21-28.  Under  the  President's  budget 
level,  these  efforts  would  be  set  back  and,  in  this  time  of  historic 
developments  around  the  globe,  the  Institute  would  be  placed  in 
the  position  of  being  unable  to  fully  harvest  the  fruits  of  five  years 
of  public  investment. 

In  addition  to  the  Middle  East,  the  Institute  plans  to  direct  its  basic 
programming  substantively  toward  major  areas  of  international 
stress  and  breakdown,  with  particular  attention  to  the 
repercussions  of  change  in  the  Soviet  Union  and  former  Communist 
nations  in  Eastern  and  Central  Europe  and  of  regional  conflicts  in 
Latin  America  and  elsewhere.  Without  the  kind  of  funding  sought, 
the  Institute's  resources  will  be  stretched  thinly  to  the  point  that 
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the  possibility  of  significant  impact  in  these  areas  will  be  seriously 
impaired. 

In  short,  while  the  President's  "no-growth"  budget  is  an 
improvement  compared  to  past  years  and  an  important  recognition 
of  the  Institute's  progress,  the  times  and  the  opportunities  warrant 
the  higher  level  which  the  Institute  seeks. 
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VII.  TABLES 
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UNITED  STATES  INSTITUTE  OF  PEACE 
RESOURCE  REQUIREMENTS 
Personnel 


1990 
Actual 

1991 
Estimate 

1992 
Estimate 

Total  Number  of  Permanent  Positions  

 39 

44 

47 

Total  Compensable  Workyears: 

Full-time  Eauivalent  

 37 

46 

49 

Object  Classification 

(in  thousands  of  dollars) 

1990 
Actual 

1991 
Estimate 

1992 
Estimate 

Personnel  Compensation: 

Other  than  Full-time  Permanent  

Total  Personnel  Compensation  

1440 
236 
1676 

1827 
230 
2057 

2211 
149 
2360 

Personnel  Benefits 

Civilian  

Total  Personnel  

  312 

 1988 

387 

O/l  A  A 
Z444 

492 

ZojZ 

Travel  and  Transportation  of  Persons  

283 

386 

476 

Transportation  of  Things  

 33 

35 

38 

 471 

584 

613 

Communications,  Utilities,  and  Miscellaneous  Charges..  100 

127 

154 

Printing  and  Reproduction  

293 

449 

620 

Other  Services  

1411 

1515 

2034 

 76 

77 

90 

 201 

199 

61 

Grants,  Subsidies  and  Contributions  

3124* 

2974 

3625 

Subtotal   

7980 

8790 

10,563 

1,675 

Total  Obligations  

7980 

8790 

12,238 

♦Includes  328  for  grants  approved  and  committed  in  late  FY  1990  but  not  obligated  until  early  FY  1991 
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UNITED  STATES  INSTITUTE  OF  PEACE 

Analysis  of  Appropriated  Resources* 
(in  thousands  of  dollars) 


1990 
Actual 


1991 
Estimate 


1992 
Estimate 


Budget  Authority: 

Appropriation  7650 
Reduction  pursuant  to  P.L. 

101-517 
Reduction  pursuant  to  P.L. 

99-177  (discretionary  program)        - 100 
Proposed  restoration  of  sequester  — 


8,600 

-207 

-159 
_i59 


8911 


Appropriation  (adjusted)  7550 
Outlays  7625 


8393 
8781 


8911 
8911 


Total  Compensable  Workyears: 
Full-Time  Equivalent  Employment 


37 


46 


49 


*As  presented  in  the  President's  FY  1992  Budget 
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UNITED  STATES  INSTITUTE  OF  PEACE 
OPERATING  EXPENSES* 

For  necessary  expenses  of  the  United  States  Institute  of  Peace  as  authorized  in  the  United  States  Institute  of  Peace  Act, 
[$8,600,000]  $8211,000.  (Departments  of  Labor,  Health  and  Human  Services,  and  Education,  and  Related  Agencies 
Appropriation  Act,  1991) 

Note.--A  restoration  of  the  1991  sequester  of  accounts  in  the  international  discretionary  category  is  proposed.  The  following 
schedules  assume  enactment  of  the  restoration. 

Program  and  Financing  (in  thousands  of  dollars) 

Identification  Code  95-1300-0-1-153  1990  actual  1991  est.  1992  est. 

Program  by  activities: 
10.00       Total  obligations  7,550  8,395  8,911 

Financing: 

11.40       Unobligated  balance  available,  start  of  year  -2  -2  — 

24.40       Unobligated  balance  available,  end  of  year  2  —  — 

mm  Biuret  authority                                   7.SS0  8.393  8.911 

Budget  authority: 

40.00       Appropriation  7,550  8,600  8.911 

40.75       Reduction  pursuant  to  PI.  101-517  —  -207  — 

40.80       Reduction  pursuant  to  PL.  99-177  (discretionary  pro 

gram)  —  -159  — 

40.87       Proposed  restoration  of  sequester                             —  159  — 

4iP0  Appropriation  (adjusted)  7.SS0  8.393  8.911 

Relation  of  obligations  to  outlays: 

71.00       Obligations  incurred,  net   7,550  8,393  8,911 

72.40       Obligated  balance,  start  of  year  477  388  — 

74.40       Obligated  balance,  end  of  year                               -388  —  — 

77.00  Adjustments  in  expired  accounts                         -14  —  — 

9JLG2  Outlays  7.62?  tLZSJ  

The  United  States  Institute  of  Peace  (USIP)  was  established  by  Congress  to  conduct  and  support  reasearch  and  scholarship  in 
the  fields  of  international  peace  and  conflict  resolution.  Program  activity  includes  grants  and  fellowships,  publishing  research  and 
educational  materials,  preparing  educational  video  materials,  presenting  public  workshops,  developing  a  research  library  network, 
and  sponsoring  a  national  student  essay  contest 

Object  Classification  (in  thousands  of  dollars) 

Personnel  compensation: 

11.1  Full-time  permanent  1,440  1,862  2,104 

11.3        Other  than  full-time  permanent   236  162  141 

11.9          *   Total  personnel  compensation  1,676  2,024  2,245 

12.1  Civilian  personnel  benefits  312  398  478 

21.0  Travel  and  transportation  of  persons  .269  485  486 

22.0  Transportation  of  things  32  35  38 

23.2  Rental  payments  to  others  6  7  11 

23.3  Communications,  utilities  and 

miscellaneous  charges  52  55  62 

24.0      Printing  and  reproduction  195  356  397 

25.0     Other  services  786  874  863 

26.0      Supplies  and  materials  76  79  90 

31.0      Equipment  194  134  61 

41.0      Grants,  subsidies,  and  contributions  3.952  3.947  4.180 

7.550  8J95  8,911 


Personnel 

Summary 

Total  compensable  workyears:  Full-time  equivalent 
employment  

.,37 

46 

49 

*The  tables  on  this  page  and  the  following  page  are  taken  verbatim  from  the  President's  fiscal  year  1992  budget  request. 
Appendix,  Budget  of  the  United  States  Government  Fiscal  Year  1992,  pp.  Part  Four- 1195  and  1196. 
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Trust  Fund 
GIFTS  AND  CONTRIBUTIONS 
Program  and  Financing  (in  thousands  of  dollars) 

Identification  code  95-8283-0-7-153  1990  actual        199Qlest.         1992  est 


Relation  of  obligations  to  outlays: 

71.00     Total  Obligations   

77.00     Adjustments  in  expired  accoounts   ^ 

90.00  Outlays.  -4 


Miscellaneous  contributed  funds  received  by  gift  or  contribution  from  government  at  all  levels  are 
used  in  furtherance  of  the  Institute's  program  (Public  Law  98-525). 
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Thursday,  May  2, 1991. 
UNITED  STATES  SOLDIERS'  AND  AIRMEN'S  HOME 
WITNESSES 

MAJOR  GENERAL  DONALD  C.  HILBERT,  GOVERNOR,  UNITED  STATES  SOL- 
DIERS' AND  AIRMEN'S  HOME 

COLONEL  JOHN  W.  GHEEN,  DEPUTY  GOVERNOR,  UNITED  STATES  SOL- 
DIERS' AND  AIRMEN'S  HOME 

COLONEL  ROBERT  J.  GRIDER,  DIRECTOR,  ADMINISTRATION,  UNITED 
STATES  SOLDIERS'  AND  AIRMEN'S  HOME 

DR.  MIMS  C.  AULTMAN,  DIRECTOR,  HEALTH  CARE  SERVICES,  UNITED 
STATES  SOLDIERS'  AND  AIRMEN'S  HOME 

ELIZABETH  J.  WALKER,  FINANCIAL  MANAGER/BUDGET  OFFICER,  UNITED 
STATES  SOLDIERS'  AND  AIRMEN'S  HOME 

Mr.  Early.  The  Committee  will  come  to  order. 

We  will  start  with  the  budget  for  the  United  States  Soldiers'  and 
Airmen's  Home,  Major  General  Donald  C.  Hilbert.  If  you  want  to 
identify  who  you  have  with  you  and  then  proceed  with  your  state- 
ment. 

INTRODUCTION  OF  ASSOCIATES 

Major  General  Hilbert.  With  me  today  I  have  Colonel  Wes 
Gheen,  who  is  the  Deputy  Governor  of  the  Soldiers'  and  Airmen's 
Home;  Colonel  Jeff  Grider,  Director  of  Administration;  Dr.  Minis 
Aultman,  Director  of  the  King  Health  Center  and  Mrs.  Betty 
Walker,  our  Budget  Officer. 

Mr.  Chairman,  Members  of  the  Subcommittee,  on  behalf  of  the 
distinguished  Veterans  of  the  United  States  Soldiers'  and  Airmen's 
Home,  I  appreciate  the  opportunity  to  meet  with  you  today.  This  is 
my  first  appearance  before  you  as  the  Governor  of  the  Home,  but  I 
am  well  aware  of  your  subcommittee's  strong  support  in  the  past 
for  improving  the  Home's  standards  of  living  and  care  for  our 
membership. 

Evaluation  of  Organization  and  Management 

I  have  spent  the  past  several  months  evaluating  the  organization 
and  management  of  the  Home  and  reviewing  the  several  oversight 
reports  from  outside  agencies  which  have  been  received  in  the 
recent  past,  the  latest  being  the  Department  of  Defense  Inspector 
General  Report  and  the  Department  of  Defense  Inspector  General 
Audit  Report. 

I  can  report  that  all  the  recommendations  of  both  reports  have 
been  resolved  either  through  agreement  with  the  Inspector  Gener- 
al, overcome  by  the  new  legislation,  or  corrective  action  has  been 
taken. 
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One  of  the  major  criticisms  in  the  past  and  one  of  the  major 
criticisms  in  the  audit  report  was  the  accounting  system  at  the 
Home.  We  are  in  the  process  of  converting  to  a  new  accounting 
system  obtained  through  a  reimbursable  agreement  with  the  De- 
partment of  Treasury,  Financial  Management  Service,  and  this 
system  will  place  us  in  full  compliance  with  the  GAO  standards. 

I  am  also  happy  to  report  that  in  October  1990,  the  Home's  Ben- 
jamin King  Health  Center  received  an  additional  three-year  accred- 
itation from  the  Joint  Commission  on  Accreditation  of  Health  Care 
Organization  in  recognition  of  its  long-term  care  standards. 

I  have  also  been  involved  in  evaluating  the  Armed  Forces  Retire- 
ment Home  Act  of  1991.  As  you  are  aware,  the  new  legislation 
makes  several  changes  in  the  admission  policy,  the  governing 
boards,  the  appointment  of  officers  and  the  trust  fund  of  the  Home. 

CAPITAL  OUTLAY  PROJECTS 

I  would  like  to  summarize  the  status  of  our  principal  capital 
outlay  projects:  The  construction  of  the  intermediate  care  facility  is 
approximately  50  percent  complete.  All  work  is  on  or  ahead  of 
schedule.  The  current  contract  completion  date  is  April  1992.  How- 
ever, the  contractor  may  be  able  to  complete  the  work  one  or  two 
months  early. 

Our  capital  outlay  request  for  Fiscal  Year  1992  is  $4,220,000.  The 
individual  projects  are  outlined  in  our  budget  submission.  There  is 
no  request  for  funds  to  continue  the  renovation  of  dormitories  in 
the  fiscal  year  1992  budget. 

As  recommended  by  the  Department  of  Defense  IG,  prior  to 
starting  major  capital  outlay  projects,  we  will  have  an  economic 
analysis  conducted.  Currently,  we  are  conducting  this  analysis  in 
conjunction  with  the  Office  of  Management  and  Budget  to  deter- 
mine the  best  alternatives  to  provide  housing  for  our  members  and 
the  sequence  for  renovating  the  remaining  dormitories.  This  analy- 
sis will  be  completed  by  31  July,  1991. 

OPERATION  AND  MAINTENANCE 

The  Home's  operation  and  maintenance  budget  request  for  fiscal 
year  1992  is  $42,123,000,  which  is  $1,542,000  greater  than  the  Fiscal 
Year  1991  appropriation.  The  major  portion  of  the  increase  is  to 
provide  for  pay  raises.  This  budget  will  fund  an  employee  level  of 
970. 

In  that  context,  there  have  been  several  studies  in  the  past  that 
have  addressed  manpower  levels  for  health  care.  However,  since 
there  were  differences  of  opinion  as  to  their  validity,  I  decided  to 
look  at  not  only  health  care  staffing  levels,  but  staffing  for  the 
entire  home. 

We  are  just  completing  our  review  of  studies  by  teams  from  the 
U.S.  Army  Force  Integration  Analysis  Agency  and  the  U.S.  Air 
Force  Management  Engineering  Activity.  In  addition,  we  are  in  the 
midst  of  obtaining  a  contract  with  Circle,  Inc.  to  evaluate  manpow- 
er staffing  requirements  in  the  Professional  Services  Division, 
Health  Care  Directorate. 

When  these  are  all  completed,  we  will  have  a  good  handle  on  the 
staffing  requirements  needed  to  operate  our  home  most  efficiently. 
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The  evaluation  of  past  operations  indicates  that  there  are  some 
areas  and  programs  at  the  home  that  need  attention.  An  equip- 
ment replacement  program  needs  to  be  developed,  as  pointed  out 
by  the  DODIG.  A  preventive  maintenance  program  is  required,  an 
ongoing  maintenance  and  repair  program  for  ancillary  buildings  is 
necessary.  And  the  way  we  project  and  budget  for  the  purchase  of 
pharmaceuticals  needs  to  be  reviewed. 

Sir,  I  will  be  happy  to  answer  any  of  your  questions  at  this  point. 

[The  statement  of  Major  General  Hilbert  follows:] 
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STATEMENT  OF  THE  GOVERNOR, 
U.  S.  SOLDIERS'  AND  AIRMEN'S  HOME 
PRESENTING  THE  FY  1992  BUDGET 
TO  THE  CONGRESSIONAL  SUBCOMMITTEES 


PURPOSE 

The  purpose  of  this  statement  is  to  furnish  information  on  the  Home  which  may  be  of 
interest  during  the  committee's  consideration  of  the  Home's  fiscal  year  1992  budget  request. 
Included  is  pertinent  information  on  the  Home:  its  mission,  administration,  physical  plant, 
financing,  and  members.  The  statement  also  provides  a  general  description  of  the  fiscal  year 
1992  budget  request  as  compared  with  the  fiscal  year  1991.  It  is  also  important  to  note  that 
under  the  provision  of  Public  Law  101-510,  Title  XV  -  Armed  Forces  Retirement  Home,  several 
changes  regarding  the  Home  occurred  in  fiscal  year  1991;  however,  most  will  occur  in  fiscal 
year  1992.  The  Armed  Forces  Retirement  Home  Act  of  1991  incorporates  the  United  States 
Soldiers'  and  Airmen's  Home  and  the  United  States  Naval  Home  into  an  independent 
establishment  in  the  Executive  branch  to  be  known  as  the  Armed  Forces  Retirement  Home. 
Each  facility  will  be  maintained  as  a  separate  establishment  for  administrative  purposes. 

MISSION 

The  Home  was  established  by  Congress  in  1851  for  the  relief  and  support  of  retired, 
invalid,  or  disabled  soldiers  of  the  Regular  Army.  Until  fiscal  year  1992  membership  has  been  a 
benefit  for  former  warrant  officers  and  enlisted  personnel  of  the  Regular  Army  and  Air  Force 
with  the  following  qualifications:  (1)  honest  and  faithful  service  for  twenty  years  or  more  as 
warrant  officers  or  enlisted  personnel,  or  (2)  service-connected  disabilities  rendering  them 
unable  to  earn  a  livelihood,  or  (3)  non-service  connected  disabilities  rendering  them  unable  to 
earn  a  livelihood,  provided  they  have  had  service  during  a  war.  Under  the  provisions  of  Public 
Law  101-510  effective  in  fiscal  year  1992  membership  criteria  changes.  Membership  will  be  a 
benefit  for  persons  who  served  as  members  of  the  Armed  Forces,  as  long  as  at  least  one-half  was 
not  active  commissioned  service,  with  the  following  qualifications:  (1)  honest  and  faithful 
active  service  for  twenty  years  or  more  and  are  age  60  or  over,  or  (2)  service-connected 
disabilities  rendering  them  unable  to  earn  a  livelihood,  or  (3)  non-service  connected  disabilities 
rendering  them  unable  to  earn  a  livelihood,  provided  they  have  had  service  in  a  war  theater 
during  a  time  of  war  declared  by  Congress  or  were  eligible,  for  hostile  fire  special  pay  under 
section  310  of  title  37,  United  States  Code. 

ADMINISTRATION 

General  supervision  of  the  Home  was  placed  by  Congress  in  a  Board  of  Commissioners 
now  presided  over  by  the  Deputy  Chief  of  Staff,  Manpower  and  Personnel,  U.S.  Air  Force,  and 
includes  the  Principal  Deputy  Assistant  Secretary  of  the  Air  Force,  Financial  Management 
(Resource  Management);  The  Surgeon  General,  U.S.  Army;  Chief  of  Engineers,  U.S.  Army; 
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Commander,  U.S.  Army  Community  and  Family  Support  Center,  The  Judge  Advocate  General, 
U.S.  Air  force;  the  Sergeant  Major  of  the  Army;  the  Chief  Master  Sergeant  of  the  Air  Force;  and 
the  Governor  of  the  Home.  Subject  to  approval  by  the  Secretary  of  the  Army  and  the  Secretary 
of  the  Air  Force,  the  Board  has  authority  to  establish  regulations  for  the  internal  direction  of  the 
Home.  The  law  provides  for  an  annual  report  of  inspection  of  the  Home  by  The  Inspector 
General  of  the  Army  to  be  submitted  to  Congress.  The  Armed  Forces  Retirement  Home  Act  of 
1991  will  make  changes  in  the  Administration  of  the  Home.  The  Act  establishes  the  Armed 
Forces  Retirement  Home  Board  which  will  exercise  policy  oversight  over  the  Retirement  Home 
and  oversee  the  activities  of  the  local  boards  of  trustees.  The  Soldiers'  and  Airmen's  Home  will 
have  a  Board  of  Trustees  which  shall  exercise  operational  oversight  over  it  and  will  provide 
reports  to  the  Retirement  Home  Board  through  the  Secretary  of  the  Army  and  the  Secretary  of 
the  Air  Force.  Not  later  than  90  days  after  the  end  of  each  fiscal  year,  the  Retirement  Home 
Board  shall  submit  to  the  Secretary  of  Defense,  for  transmission  to  Congress,  a  report  describing 
the  financial  and  other  affairs  of  the  Retirement  Home  for  that  fiscal  year.  The  law  provides  for 
an  inspection  of  the  Retirement  Home  every  three  years  alternating  between  the  Inspector 
General  of  the  Department  of  Defense  and  the  Inspector  Generals  of  the  military  departments. 

PHYSICAL  PLANT 

The  Home  is  situated  in  northwest  Washington,  D.  C.  Facilities  include  four  domiciliary 
and  three  health  care  buildings,  a  service  area,  a  heating  plant,  a  laundry,  and  some  minor 
structures.  The  renovation,  modernization,  and  air-conditioning  of  the  central  Scott  Dormitory 
has  been  completed,  due  in  large  part  to  strong  Congressional  advocacy  and  support. 
Additionally,  all  remaining  member-bed  areas  have  been  air-conditioned.  The  request  for  capital 
outlay  funds  to  renovate  the  remaining  domiciliary  areas  is  being  delayed  until  the  completion  of 
an  economic  analysis  to  determine  the  most  cost  effective  way  to  provide  improved  facilities. 
The  current  domiciliary  capacity  of  the  Home  is  1846  beds.  Our  hospital  has  a  current  capacity 
of  385  beds.  The  new  200- bed  intermediate  care  facility  is  currently  under  construction  with 
expected  occupancy  in  April  1992.  Home  lands  consist  of  approximately  302  acres. 

FINANCING 

The  Act  of  1851  provided  that  the  Home  be  supported  from  two  principal  sources;  (1)  a 
monthly  contribution  while  on  active  duty  of  twenty-five  cents  from  each  enlisted  member  and 
warrant  officer  of  the  Regular  Army  and  later  the  Air  Force,  and,  (2)  fines  and  forfeitures 
imposed  upon  these  people  by  sentence  of  courtsmartial.  Public  Law  94-454  increased  the 
monthly  withholding  to  fifty  cents.  Public  law  96-357  amended  the  Act  of  1851  to  also  include 
fines  and  forfeitures  imposed  upon  the  aforementioned  people  under  authority  of  Section  815  of 
Title  10,  United  States  Code,  commonly  referred  to  as  non-judicial  punishment.  The  Act  of 
1883  established  a  Permanent  fund  in  the  U.  S.  Treasury  and  provided  for  the  payment  of 
interest  of  3%  per  annum  on  the  fund  balance.  On  December  15,  1973,  the  Act  of  1883  was 
amended  so  that  the  Secretary  of  the  Treasury,  taking  into  consideration  the  current  average 
market  yield  on  outstanding  marketable  obligations  of  the  United  States,  would  set  the  interest 
rate.  Under  this  amendment,  the  Home  is  now  receiving  about  8  percent  interest  on  its  fund 
balance.  Public  Law  94-454,  in  addition,  authorized  the  collection  of  a  fee  from  the  members  of 
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the  Home.  The  permanent  Fund's  unappropriated  balance  on  September  30,  1990  was  $152 
million.  The  Armed  Forces  Retirement  Home  Act  of  1991  establishes  in  the  Treasury  of  the 
United  States  a  trust  fund  to  be  known  as  the  Armed  Forces  Retirement  Home  Trust  Fund. 
Currently  there  exists  within  this  fund  separate  accounts  for  the  U.  S.  Soldiers'  and  Airmen's 
Home  and  the  Naval  Home.  Income  will  continue  to  consist  of  fines  and  forfeitures,  monthly 
deductions  from  the  pay  of  enlisted  members  and  warrant  officers,  interest  on  the  fund,  and 
members  monthly  fees.  The  new  law  does  change  the  members  monthly  fee  to  include  not  only 
a  percentage  of  monthly  retired  pay,  monthly  compensation  or  pension  paid  by  the  Secretary  of 
Veterans  Affairs,  but  to  also  include  monthly  civil  service  annuities  and  Social  Security 
payments. 

MEMBERSHIP 

Membership  as  of  31  December  1990  was  1912.  Our  male  members  range  in  age  from  31 
to  97,  with  an  average  age  of  69.2.  Our  female  members  range  in  age  from  44  to  94,  with  an 
average  age  of  74.5.  There  are  92  female  members.  The  average  age  of  the  patients  in  the 
health  care  facility  range  from  46  years  to  96  years  with  the  average  age  being  75.7  years. 
Average  total  membership  during  the  fiscal  year  1990  was  1923. 

THE  FISCAL  YEAR  1992  BUDGET  FOR  OPERATION  AND  MAINTENANCE 

The  Home's  fiscal  year  1992  operation  and  maintenance  budget  request  is  $42,123,000,  an 
amount  $1,542,000  greater  than  its  fiscal  year  1991  budget  authority  of  $40,581,000.  A  detailed 
description  is  included  in  the  Home's  justification  booklet  which  has  been  submitted  to  the 
Congress. 

THE  FISCAL  YEAR  1992  BUDGET  FOR  CAPITAL  OUTLAY 

The  Home's  fiscal  year  1992  capital  outlay  budget  request  is  $4,220,000.  FY  1992  funds 
are  to  be  used  to  continue  projects  included  in  the  Home's  Restoration  Plan. 

CONCLUSION 

The  members  of  the  Home  appreciate  the  interest  in  their  welfare  that  the  Congress  has 
taken  over  the  years. 
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Governor 

United  States  Soldiers'  and  Airmen's  Home 


MAJOR  GENERAL 
DONALD  C.  HILBERT 
U.S.  ARMY,  RETIRED 


BIOGRAPHY 


Washington,  DC 


Personal  Data:  Born,  31  July  1933,  Brooklyn,  New  York.  Married  to  the  former  Marie  A. 
(Chickie)  Peterson.  Five  children:  Suzanne,  Donald  Jr,  Catherine,  Marianne,  and  James. 

Education:  A  1955  graduate  of  the  United  States  Military  Academy,  West  Point,  New  York. 
Masters  Degree  from  College  of  William  and  Mary  -  Political  Science.  Military  schools 
include:  US  Army  Command  and  General  Staff  College,  National  War  College,  and  the  French 
Staff  College,  Ecole  d'Etat-Major. 

Military  Background:  Before  being  appointed  by  President  Bush  on  14  July  1990  to  be  the  25th 
Governor  of  the  Home,  General  Hilbert  was  the  Commander  of  the  US  Army  Military  District 
of  Washington.  He  ended  his  35-year  career  as  an  Infantry  officer  with  retirement  on  30  June 
1990. 

General  Hilbert  held  a  wide  variety  of  other  important  command  and  staff  positions 
including  Chief  of  Staff,  25th  Infantry  Division,  Hawaii;  Assistant  Vice  Director  for  Estimates 
and  Deputy  Vice  Director  for  Foreign  Intelligence,  Defense  Intelligence  Agency,  Washington; 
and  Defense  and  Army  Attache,  US  Embassy,  Paris,  France.  Other  significant  assignments 
included:  Battle  Staff  Team  on  the  Airborne  Command  Post  (Silk  Purse),  England;  Staff 
Officer,  War  Plans  and  Forces  Division,  Army  Staff;  Commander,  1st  Battalion,  48th  Infantry, 
3rd  Armored  Division,  Germany;  G-3  (Operations),  82d  Airborne  Division;  Deputy  G-3 
(Operations),  XVI II  Airborne  Corps;  and  Commander,  3rd  US  Infantry  (The  Old  Guard),  Fort 
Myer,  Virginia.  He  had  two  tours  in  Vietnam:  Commander,  Company  A,  1st  Battalion,  327th 
Infantry,  101st  Airborne  Division  (1965-66);  and  Commander,  1st  Battalion,  327th  Infantry, 
101st  Airborne  Division  (1970-71).  He  has  served  overseas  tours  in  Korea,  England,  Japan, 
France,  Germany,  Vietnam,  and  Hawaii.  General  Hilbert  has  been  an  instructor  at  the  Infantry 
School  at  Fort  Benning,  Georgia  and  Assistant  Professor  of  Military  Science,  The  Citadel, 
Charleston,  South  Carolina. 

Awards  and  decorations  received  by  General  Hilbert  include  the  Distinguished  Service 
Medal  (with  Oak  Leaf  Cluster),  Defense  Superior  Service  Medal  (with  Oak  Leaf  Cluster), 
Legion  of  Merit,  Bronze  Star  Medal  with  V  Device  (with  Oak  Leaf  Cluster),  Meritorious 
Service  Medal  (with  Oak  Leaf  Cluster),  French  Legion  of  Merit  (Grade  of  Commander),  Air 
Medal,  Joint  Service  Commendation  Medal,  Army  Commendation  Medal  with  V  Device  (with 
two  Oak  Leaf  Clusters),  Combat  Infantryman  Badge,  and  Master  Parachutist  Badge. 
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EVALUATION  OF  CURRENT  CONDITION  OF  HOME 

Mr.  Early.  Thank  you  for  your  statement.  Now,  this  is  your  first 
appearance  before  the  Committee,  and  as  the  new  Governor,  how 
would  you  evaluate  the  current  condition  in  the  operation  of  the 
Soldiers'  and  Airmen's  Home? 

Major  General  Hilbert.  I  have  been  very  impressed  with  the 
condition  of  the  Home.  The  care  and  the  treatment  of  the  members 
appears  to  me  to  be  outstanding.  The  one  thing  that  I  would  like  to 
see  continue  is  the  renovation  program  that  was  started,  with  the 
Scott  Dormitory,  in  converting  each  of  the  rooms  or  the  bays  into 
single  rooms  with  baths. 

We  have  completed  Scott  and  now  the  economic  analysis  will  de- 
termine whether  or  not  or  how  we  will  go  about  converting  Sheri- 
dan, Sherman  and  Grant,  the  three  other  dormitories.  The  quicker 
we  can  do  that,  the  better,  because  some  of  the  rooms  in  Grant  are 
still  five-man  rooms  or  five-person  rooms,  and  they  are  just  not 
adequate  for  the  Veterans  of  today. 

The  thing  that  impressed  me  the  most  is  the  intermediate  care 
facility  that  I  mentioned  in  my  opening  statement.  That  is  a  beau- 
tiful building,  and  I  think  it  is  a  major  improvement  at  the  Home. 
I  am  very  impressed  with  the  status  of  the  Home. 

Mr.  Early.  So  we  can  bring  the  other  buildings  up  to  the  stand- 
ards of  that  building  or  try  to? 

Major  General  Hilbert.  That  is  what  we  would  like  to  do,  yes. 


Mr.  Early.  What  are  your  priorities  for  this  year? 

Major  General  Hilbert.  For  this  year,  the  priority  would  be  to 
complete  the  economic  analysis  for  renovation  of  the  dormitories, 
and  determine  whether  Grant,  Sherman  or  Sheridan  will  be  ren- 
ovated first.  I  am  also  in  the  midst  of  a  reorganization  of  the 
Home,  and  this  is,  again,  based  on  the  audit  report,  the  IG  report, 
the  Health  and  Human  Services  study. 

We  are  reorganizing  to  better  posture  ourselves  to  serve  the 
membership. 

Mr.  Early.  I  appreciate  that.  I  appreciate  your  reaction  to  the 
audits  and  the  reports  as  far  as  some  of  these  things.  The  sugges- 
tions get  implemented. 

DORMITORY  ASSISTED  LIVING 

Now,  the  Committee  understands  that  some  members  will  be 
moved  from  the  King  Health  Center  to  the  dormitory.  Why  is  this 
being  done? 

Major  General  Hilbert.  This  is,  again,  in  compliance  with  sug- 
gestions in  the  Health  and  Human  Services — the  HHS  study,  and 
also  in  support  of  the  current  literature  on  continuing  care  retire- 
ment facilities.  This  is  what  we  call  the  assisted  living  program, 
which  allows  members  that  are  now  in  the  King  Health  Center  and 
are  able  to  do  most  of  the  activities  of  daily  living  to  move  from  the 
King  Health  Center  to  the  dormitory.  With  some  assistance,  they 
can  live  in  the  dormitory  type  environment. 

Mr.  Early.  How  many  members  will  be  moved? 
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Major  General  Hilbert.  We  moved,  in  fiscal  year  90,  74  of  the 
residents  from  King  Health  Center  to  the  dorm,  and  they  are  now 
living  on  Scott  I  and  II. 

Mr.  Early.  How  many  more? 

Major  General  Hilbert.  We  are  going  to  move  another  74  resi- 
dents this  year  for  a  total  of  151  members  to  the  assisted  living  en- 
vironment. 

Mr.  Early.  74,  74,  151? 

Major  General  Hilbert.  74  and  72,  and  that  still  doesn't  add  up. 
Mr.  Grider.  Some  of  those  people  were  already  there. 
Major  General  Hilbert.  Okay. 

Mr.  Early.  What  is  the  response  of  the  members  to  this  move? 
Major  General  Hilbert.  Very  positive. 

Mr.  Early.  How  will  the  staffing  be  reorganized  as  a  result  of 
this  move? 

Major  General  Hilbert.  We  will  move  some  of  the  nurses  and 
some  of  the  health  practitioners  from  the  King  Health  Center  to 
the  dormitory  on  Sheridan  I  or  Scott  I  and  II. 

CHANGES — ARMED  FORCES  RETIREMENT  ACT 

Mr.  Early.  Summarize  for  the  Committee  the  changes  which  will 
occur  in  1991  and  1992  as  a  result  of  the  recently  enacted  legisla- 
tion to  create  the  Armed  Forces  Retirement  Home. 

Major  General  Hilbert.  The  most  significant  change  will  be  com- 
bination with  the  Naval  Home,  and  becoming  the  Armed  Forces 
Retirement  Home.  The  trust  funds  of  the  two  homes  are  to  be  sepa- 
rate accounts  within  the  Armed  Forces  Retirement  Home  Trust 
Fund.  The  eligiblity  age  for  retirees  will  change  to  age  60  or  older. 
At  the  present  time,  we  have  no  set  age. 

Another  change,  the  user  fee — will  be  expanded  to  include  Social 
Security  annuities  and  any  other  Federal  service  annuities.  At  the 
present  time,  the  only  thing  that  is  charged  in  the  user  fee  is  25 
percent  of  retired  pay  and  VA  benefits. 

Another  change  will  be  in  the  area  of  service  connected,  non-serv- 
ice connected  members,  there  will  no  longer  be  a  requirement 
for  regular  service  and  some  draftees  will  be  eligible  to  come  to  the 
Home.  Plus,  up  to  one  half  of  the  eligible  service  of  our  members 
now  can  be  commissioned  service.  Prior  to  this  time,  commissioned 
service  did  not  count  for  admittance  to  the  Soldiers'  and  Airmen's 
Home. 

Female  Veterans  who  entered  service  prior  to  1948  and  were  in- 
cluded in  the  WAAC  or  the  WAC  are  now  eligible.  Previously  they 
were  not  eligible  because  they  weren't  considered  regular  forces. 
That  enumerates  the  major  changes. 

Mr.  Early.  Do  you  have  any  concerns  about  implementing  these 
changes,  General,  as  far  as  within  this  budget? 

Major  General  Hilbert.  No,  sir,  no  major  concerns,  except  the 
budget  has  no  provisions  for  compensation  of  Board  Members  since 
the  legislation  requiring  this  was  enacted  after  our  1992  budget  was 
prepared  and  approved. 

Mr.  Early.  Do  you  expect  to  receive  a  substantial  increase  in 
membership  as  a  result  of  the  expanded  eligibility  which  is  effec- 
tive in  October  1  of  this  year? 
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Major  General  Hilbert.  I  don't  know,  but  I  will  say  this,  that  it 
will  open  up  the  population  to,  as  I  mentioned  before,  draftees  from 
World  War  II  and  Korea,  who  prior  to  this  time,  were  not  eligible 
for  membership,  but  they  may  come  in  under  a  disability  category. 

I  don't  see  a  major  up  turn,  but  I  do  see  an  increase  in  the 
number  of  folks  eligible. 

Mr.  Early.  Do  you  currently  have  a  waiting  list  for  admission? 

Major  General  Hilbert.  No,  sir,  we  do  not. 

Mr.  Early.  What  will  be  the  admission  priority  to  people  trying 
to  get  into  the  home  if  a  large  waiting  list  does  occur? 

ADMISSION  PRIORITY 

Major  General  Hilbert.  Well,  the  priority  is  for  those  members 
who  have  spent  20  years  of  service  in  the  Army  or  Air  Force,  and 
this  will  be  expanded  to  active  service  in  the  Navy  and  the  Marine 
Corps. 

The  second  priority  would  be  those  that  have  disability  service 
connected  or  non-ser/ice  connected,  who  can  no  longer  earn  a 
living.  If  we  had  a  waiting  list,  we  would  take  those  that  need  as- 
sistance the  most,  that  show  the  most  need. 

ROLES  OF  LOCAL  BOARD  AND  ARMED  FORCES  RETIREMENT  HOME  BOARD 

Mr.  Early.  What  are  the  representative  roles  of  your  local  board 
and  the  new  Armed  Forces  Retirement  Board? 

Major  General  Hilbert.  Our  local  board  now,  as  you  probably 
know,  consists  of  Army  and  Air  Force  general  staff  officers,  such  as 
the  Surgeon  General,  the  Judge  Advocate  General,  the  Chief  of  En- 
gineers, a  general  with  financial  management  background  and  the 
Sergeant  Major  of  the  Army  and  the  Chief  Master  Sergeant  of  the 
Air  Force. 

These  folks  have  been  the  board  that  we  go  to  either  have  them 
look  at  and  approve  our  requirements  or  provide  needed  assistance. 
The  Soldiers'  and  Airmen's  Home  receives  quite  a  bit  of  assistance 
from  the  active  component  of  the  Army  and  the  Air  Force,  either  in 
suggestions  or  in  assistance. 

For  example,  when  I  was  the  Military  District  of  Washington 
commander,  we  processed  all  the  food  purchases  and  much  of  the 
supply  purchases,  and  assisted  them  in  accounts  such  as  that. 

Under  the  new  board,  as  we  understand  it,  there  are  going  to  be 
actually  two  boards,  one  which  will  be  a  DOD  board  which  will 
oversee  the  operations  of  both  of  the  homes  and  the  local  board  we 
hope  would  perform  much  the  same  as  the  board  we  now  have, 
with  the  addition  of  experts  in  gerontology  and  retirement  home 
procedures. 

We  could  get  a  boost  from  the  board  as  it  is  reconstructed. 

EFFECT  OF  NEW  LEGISLATION  AND  APPROPRIATIONS 

Mr.  Early.  How  will  the  new  legislation  affect  the  way  funds  are 
provided  in  our  appropriation  bill? 

Major  General  Hilbert.  I  don't  think  it — Col.  Grider. 

Mr.  Grider.  Well,  under  the  preceding  law  we  had  continuing 
authorization.  Now  we  have  to  go  for  authorization  each  year. 

Mr.  Early.  With  that,  I  am  going  to  yield  to  Mr.  Hoyer. 
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Mr.  Hoyer.  I  have  no  questions,  Mr.  Chairman.  Thank  you  very 
much. 

ESTIMATED  INCOME 

Mr.  Early.  What  is  the  estimated  income  and  year-end  balance 
for  the  trust  fund  in  1991  and  1992? 

Mr.  Grider.  The  trust  fund  income  for  1992  is  going  to  be  about 
$40,000,000.  We  had  projected  45,  but  in  the  first  six  months,  fines 
and  forfeitures  are  running  $2,500,000  behind  last  year,  primarily 
because  most  of  the  troops  were  deployed  and  have  been  busily  en- 
gaged this  year. 

Mr.  Early.  So  the  war  with  Iraq  has  affected  revenue? 

Mr.  Grider.  In  fines  and  forfeitures,  in  the  behavior  of  the 
troops,  yes. 

Mr.  Early.  Do  you  have  an  estimate  how  much  that  will  be? 
Mr.  Grider.  For  the  first  six  months  it  has  been  two  and  a  half 
million  under  last  year. 

NEW  SOURCES  OF  INCOME 

Mr.  Early.  Were  new  sources  of  income  provided  in  the  new  leg- 
islation? 

Major  General  Hilbert.  The  new  sources  of  income  would  come 
from  the  25  percent  of  Social  Security  annuities.  For  those  that 
have  other  Federal  Civil  Service  annuities,  they  will  be  required  to 
pay  25  percent  of  that  annuity  also. 

Mr.  Early.  And  how  much  new  revenue  is  estimated? 

Major  General  Hilbert.  We  are  going  through  a  study  on  that.  I 
don't  think  we  can  

Mr.  Grider.  We  have  gone  to  Social  Security  requesting  a  list  of 
what  our  members  are  actually  drawing,  but  if  you  use  the  nation- 
al average,  it  will  be  about  $4,000,000  annually.  However,  starting 
next  year,  the  current  members  will  start  paying  twelve  and  a  half 
percent  and  it  will  increase  2.5  percent  each  year  until  we  get  to  25 
percent. 

Mr.  Early.  Do  you  have  an  estimate  on  the  amount? 
Mr.  Grider.  About  $4,000,000  when  we  get  to  the  full  25  percent 
is  the  estimate. 

intermediate  health  care  building 

Mr.  Early.  When  will  the  new  200-bed  intermediate  health  care 
building  be  occupied? 

Major  General  Hilbert.  It  will  be  completed  in  April  of  1992  and 
occupied,  I  would  say,  by  the  summer  of  1992. 

RENOVATION  OF  BUILDINGS 

Mr.  Early.  General,  you  told  us  that  the  Scott  dorm  has  been 
renovated.  How  many  other  buildings  need  to  be  renovated? 

Major  General  Hilbert.  There  are  the  other  major  dormitories, 
Sheridan,  Sherman  and  Grant,  and  when  we  move  the  patients 
from  Pipes  to  the  new  intermediate  care  facility,  we  will  have  to  do 
some  renovating  in  Pipes  also. 

Mr.  Early.  When  will  you  need  additional  funds  to  continue 
those  renovations? 


1324 


Major  General  Hilbert.  I  am  hoping  to  have  that  by  the  1993 
budget. 

OPERATING  BUDGET 

Mr.  Early.  Is  your  current  operating  budget  meeting  your  needs 
in  this  year? 

Major  General  Hilbert.  Yes,  sir.  In  1991?  Yes,  sir. 

Mr.  Early.  Will  you  be  able  to  adequately  continue  operations  in 
1992  with  the  amount  of  funds  requested  in  this  budget? 

Major  General  Hilbert.  Well,  you  know  we  are  going  to  have 
pay  increases  in  1992,  and  the  1992  pay  increase  was  funded  in  the 
OMB  pass  back.  However,  after  providing  for  the  salaries  and  bene- 
fits, we  are  authorized  970  FTEs,  we  do  find  shortfalls  in  other 
areas. 

The  price  of  pharmaceuticals  has  increased  and  we  have  short- 
falls in  custodial  contracts,  payroll  contracts,  ADP  maintenance 
and  facilities  maintenance. 

Mr.  Early.  You  know,  General,  in  your  opening  statement  you 
said  that  you  are  going  to  analyze  that  and  the  board  is  going  to 
look  at  buying  the  prescriptions.  The  Cystic  Fibrosis  Foundation 
has  set  up  their  own  organization. 

They  have  cut  the  price  for  their  patients  at  least  60  percent.  I 
mean,  I  really  suggest  you  look  at  that  because  I  think  that  organi- 
zation would  give  you  the  data  on  what  they  did.  I  really  think  if 
you  made  that  type  of  attempt,  that  you  would  drastically  cut  your 
costs  in  that  particular  area. 

General,  with  that,  I  want  to  thank  you  and  your  associates  for 
their  testimony  and  for  this  hearing. 

Major  General  Hilbert.  Thank  you  very  much. 

[The  questions  for  the  record  and  the  justification  follows:] 
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FY  92  POTENTIAL  SHORTFALLS 

Mr.  Natcher:  Provide  a  breakdown  of  amounts  required  to  fully  fund 
the  additional  1992  items  that  were  mentioned  in  the  hearing  as 
potential  budget  shortfalls. 

Major  General  Hilbert:  Mr.  Chairman,  after  funding  970  FTE ' s  for  FY 
92,  we  have  a  shortfall  of  nearly  $2,000,000.  We  have  identified  a 
need  for  an  additional  $250,000  for  pharmaceuticals;  $550,000  for 
custodial,  payroll  and  ADP  contracts;  $800,000  for  equipment 
replacement  needs;  and  $350,000  for  building  maintenance.  In 
addition,  the  Armed  Forces  Retirement  Home  Act  of  1991  provides  for 
a  stipend,  consistent  with  the  daily  government  consultant  fee,  be 
paid  for  each  day  Board  Members,  other  than  full-time  officers  or 
employees  of  the  United  States,  are  engaged  in  the  performance  of 
services  for  the  Retirement  Home  Board  or  the  Local  Board.  The 
legislation  also  provides  that  Board  Members  be  allowed  traveling 
expenses,  including  per  diem,  while  away  from  home  or  regular  place 
of  business  in  the  performance  of  these  services.  Since  this  is  a 
change  to  current  procedures,  we  do  not  have  funds  In  our  FY  92 
budget  request  to  cover  the  stipends  or  travel  expenses. 
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TRUST  FUND 

Mr.  Natcher:  Provide  a  table  which  reflects  the  beginning  balance 
in  the  trust  fund,  the  appropriation,  income,  unobligated  balance 
returned  and  ending  balance  for  the  period  1988  -  1992. 

Major  General  Hilbert:  The  following  table  reflects  our  beginning 
unappropriated  balances;  appropriations;  income;  unobligated 
balances  returned;  and  unappropriated  ending  balances  for  the  years 
1988  through  1990.    Estimates  are  shown  for  1991  and  1992. 

BEGINNING  UNOBLIG  UNAPPROP 

UNAPPROP  BALANCE  ENDING 


YEAR 

BALANCE 

APPROP 

INCOME 

RETN'D 

BALANCE 

1988 

165,481 

<51,322> 

48,078 

162,237 

1989 

162,237 

<52,068> 

43,816 

764 

154,749 

1990 

154,749 

<48,120> 

45,061 

208 

151,898 

1991 

151,898 

<51,804> 

40,000 

140,094 

1992 

140,094 

<46,348> 

42,000 

135,746 
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Thursday,  May  2, 1991. 
UNITED  STATES  NAVAL  HOME 
WITNESSES 

CAPTAIN  FRANCIS  J.  FERRY,  GOVERNOR,  UNITED  STATES  NAVAL  HOME 
JIM  LAUDERMILK,  BUPERS,  NAVAL  MILITARY  PERSONNEL  COMMAND 

Mr.  Early.  Next  we  will  hear  from  the  United  States  Naval 
Home,  Captain  Francis  J.  Ferry.  I  welcome  you,  Captain.  Identify 
who  you  have  with  you,  then  proceed. 

INTRODUCTION  OF  WITNESSES 

Captain  Ferry.  To  my  right  is  Mr.  Jim  Laudermilk  from  the 
Naval  Military  Personnel  Command.  I  guess  the  best  definition  for 
him  right  now  is  the  program  manager  for  the  Naval  Home  for  the 
Navy  as  an  appropriated  instrumentality. 

Mr.  Chairman,  Congressman  Hoyer,  it  is  my  pleasure  to  appear 
before  you  today  for  the  first  time  to  discuss  our  United  States 
Naval  Home.  I  have  prepared  a  statement  for  insertion  in  the 
record  which  I  would  like  to  briefly  summarize. 

Opening  Statement 

My  purpose  this  afternoon  is  to  furnish  information  on  the  Home 
which  may  be  helpful  during  the  Committee's  consideration  of  the 
fiscal  year  1992  budget  request.  The  Naval  Home  is  located  on  a  38- 
acre  site  on  the  shore  of  the  Gulf  of  Mexico  at  Gulfport,  Mississip- 
pi. 

Our  main  building  is  the  residence  dormitory,  which  can  house 
580  residents  in  individual  rooms.  Attached  to  it  is  a  60-bed  health 
care  complex  and  routine  support  facilities.  The  remaining  build- 
ings are  used  to  support  the  home  functions.  Membership  today  is 
355  residents. 

Membership  has  been  kept  at  a  low  level  because  of  an  extensive 
wall  renovation  project  where  the  contractor  requires  large  blocks 
of  rooms  for  his  project.  This  project  is  scheduled  for  completion  in 
March  of  1992. 

Currently,  I,  as  the  Governor,  am  responsible  for  the  admission, 
operation,  and  maintenance  of  the  Home  under  the  direction  of  the 
Commander,  Naval  Military  Personnel  Command  and,  of  course, 
the  Secretary  of  the  Navy.  I  have  a  small  active  duty  Navy  staff  of 
four  officers,  six  enlisted  and  76  Civil  Service  personnel. 

I  also  have  a  medical  administrator  and  dental  officer  and  their 
staff  which  are  currently  tenant  commands  under  the  Bureau  of 
Medicine.  They  don't  work  for  me  now.  They  will  as  of  1  October. 

The  Armed  Forces  Retirement  Home  Act  will  make  significant 
changes  in  the  administration  of  our  home.  During  fiscal  year  1992, 
a  civilian  director  and  a  civilian  staff  will  be  appointed  to  replace 
all  active  duty  military  personnel,  and  this  should  be  accomplished 
by  June  of  1992,  sir.  Thereafter,  the  home  administration  will  be 
civil  service  personnel,  including  the  medical  and  dental  support 
functions. 

Fiscal  year  1992  is  the  transition  year  for  the  Naval  Home  to  be 
an  independent  agency  as  part  of  the  Armed  Forces  Retirement 
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Home.  Our  main  challenge  facing  our  home  is  to  continue  to  en- 
hance the  quality  of  life  services  for  distinguished  residents  of  the 
Naval  Home,  while  achieving  congressionally-mandated  national 
accreditation  as  a  continuing  care  retirement  community. 

Again,  this  will  be  done  while  transitioning  from  a  DOD  entity  to 
an  independent  agency.  Also  starting  in  fiscal  year  1992,  the  Naval 
Home  will  be  financed  by  a  trust  fund. 

Our  fiscal  year  1992  budget,  includes  operation  and  maintenance 
of  $10,055,000  and  capital  program  of  $1,253,000  for  a  total  of 
$11,308,000. 

Mr.  Chairman,  the  fiscal  year  1992  budget  request  satisfies  the 
minimum  requirements  of  the  Naval  Home  for  maintaining  the 
status  quo  and  the  services  for  transitioning  and  the  initial  staffing 
for  the  national  accreditation  which  we  hope  to  accomplish  in  fiscal 
year  1993. 

The  United  States  Naval  Home  will  continue  to  be  a  comfortable 
and  peaceful  harbor  where  shipmates  take  personal  pride  in  calling 
it  home.  Sir,  I  will  be  pleased  to  answer  any  questions. 

[The  statement  of  Captain  Ferry  follows:] 


■ 
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STATEMENT  OF  GOVERNOR, 
UNITED  STATES  NAVAL  HOME 
PRESENTING  THE  FISCAL  YEAR  199  2  BUDGET 
TO  THE  CONGRESSIONAL  SUBCOMMITTEES 

PURPOSE 

The  purpose  of  this  statement  is  to  furnish  information  on  the 
Home  which  may  be  of  interest  during  the  committee's  consideration 
of  the  United  States  Naval  Home's  Fiscal  Year  (FY)  1992  budget 
request.  Included  is  pertinent  information  on  the  Home:  its 
mission,  administration,  physical  plant,  financing  and  members. 
The  statement  also  provides  a  general  description  of  the  FY  1992 
budget  request.  FY  1991  funding  was  provided  by  appropriation 
through  the  Department  of  Defense,  Department  of  the  Navy.  Under 
the  provision  of  Public  Law  101-510,  Title  XV  -  Armed  Forces 
Retirement  Home,  several  changes  regarding  the  United  States  Naval 
Home  occurred  in  FY  1991;  however,  most  will  occur  in  FY  1992.  The 
Armed  Forces  Retirement  Home  Act  of  1991  incorporates  the  United 
States  Naval  Home  and  the  United  States  Soldiers'  and  Airmen's 
Home  into  an  independent  federal  agency  in  the  Executive  branch  to 
be  known  as  the  Armed  Forces  Retirement  Home.  Each  facility  will 
be  maintained  as  a  separate  establishment  for  administrative 
purposes . 

MISSION 

The  United  States  Naval  Home  was  established  by  Congress  in 
1332  to  provide  an  honorable  and  comfortable  home  for  old  and 
disabled  Officers  and  Enlisted  members,  of  the  Navy  and  Marine 
Corps,  and  the  Coast  Guard  while  operating  as  part  of  the  Navy, 
who  are  entitled  to  benefits  of  the  institution.  Both  Officer  and 
Enlisted  personnel  have  been  admitted  to  the  United  States  Naval 
Home.  Under  the  provision  of  Public  Law  101-510  effective  in  FY 
1992,  membership  criteria  changes.  Membership  will  be  a  benefit 
for  persons  who  served  as  members  of  any  service  of  the  Armed 
Forces,  at  least  half  of  whose  service  was  not  active  commissioned 
service,   (except  Warrant  Officers  and  Limited  Duty  Officers) 
and  who  meet  the  following  qualifications:   (1)  honest  and  faithful 
active  service  for  twenty  years  or  more  and  are  age  60  or  over,  or 
(2)  have  service-connected  disabilities  rendering  them  unable  to 
earn  a  livelihood,  or  (3)  have  non-service  connected  disabilities 
rendering  them  unable  to  earn  a  livelihood,  provided  they  have  had 
service  in  a  war  theater  during  a  time  of  war  declared  by  Congress 
or  were  eligible  for  hostile  fire  special  pay  under  section  310  of 
title  37,  United  States  Code,  or  (4)  have  served  in  a  women's 
component  or  the  Armed  Forces  before  the  enactment  of  the  Women's 
Armed  Services  Integration  Act  of  1948,  and  are  determined  under 
rules  prescribed  by  the  Retirement  Home  Board  to  be  eligible  for 
admission  because  of  compelling  personal  circumstances. 
Qualifications  (2)  through  (4)  above  are  subject  to  rules  to  be 
prescribed  by  the  Armed  Forces  Retirement  Home  Board. 
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ADMINISTRATION 

United  States  Naval  Home  Staff:  The  Governor  of  the  United 
States  Naval  Home  is  responsible  for  the  administration  and 
operation  of  the  United  States  Naval  Home  under  the  direction  of 
the  Chief  of  Naval  Personnel.  The  Governor  currently  has  a  small 
active  duty  staff  consisting  of  an  executive  officer,  supply 
officer,  public  works  officer,  and  chaplain,  along  with  a  small 
complement  of  Navy    enlisted  and  civil  service  personnel.  The 
medical  administrator  and  dental  officer,  and  their  staff  are 
currently  tenant  Commands  who  support  the  Home. 

The  Armed  Forces  Retirement  Home  Act  of  1991  will  make  changes  in 
the  Administration  of  the  United  States  Naval  Home.  During  FY  1992 
a  civilian  director  and  civilian  staff  will  be  appointed  to 
replace  the  Governor  and  active  duty  Navy  personnel.  Thereafter 
the  United  States  Naval  Home  administration  will  be  civil  service 
personnel  including  the  medical  and  dental  support  functions.  The 
Act  establishes  the  Armed  Forces  Retirement  Home  Board  which  will 
exercise  policy  oversight  over  the  Retirement  Home  and  oversee  the 
activities  of  the  local  boards  of  trustees.  The  United  States 
Naval  Home  will  have  a  Local  Board  of  Trustees  which  shall 
exercise  operational  oversight  over  it  and  will  provide  reports  to 
the  Retirement  Home  Board  through  the  Secretary  of  the  Navy.  Not 
later  than  90  days  after  the  end  of  each  FY,  the  Retirement  Home 
Board  shall  submit  to  the  Secretary  of  Defense,   for  transmission 
to  Congress,  a  report  describing  the  financial  and- other  affairs 
of  the  Retirement  Home  for  that  FY.  The  law  provides  for  an 
inspection  of  the  Retirement  Home  every  three  years  alternating 
between  the  Inspector  General  of  the  Department  of  Defense  and  the 
Inspector  Generals  of  the  military  departments. 

PHYSICAL  PLANT 

The  United  States  Naval  Home  is  located  on  a  38-acre  site  on 
the  shore  of  the  Gulf  of  Mexico  at  Gulf port,  Mississippi.  Eight 
acres  are  currently  occupied  by  buildings,  roads  and  parking  lots, 
and  the  remaining  30  acres  are  landscaped.  There  are  10  principal 
buildings  and  17  lesser  structures  ranging  in  age  from  1  to  70 
years  old.  Building  One  is  the  resident  dormitory  and  is  capable 
of  housing  580  personnel  in  individual  rooms.  It  also  houses  the 
following  support  functions:  Medical   (including  a  50  bed  health 
care  complex),  X-Ray,  Laboratory,  Dental,  Barber  and  Beauty  Shops, 
Navy  Exchange,   2-lane  Bowling  Alley,   180-seat  Movie  Theater,  Post 
Office,  Laundry  Distribution  Room,  Bank,  Library,  Game  Room,  Ball 
Room,  Lounge,  Snack  Bar,  full  service  Kitchen  and  Dining  Facility, 
Administration,  Resident  Affairs,  Security,  Social  Work  and 
Recreation  departments.  The  remaining  buildings/structures  are 
used  to  support  United  States  Naval  Home  functions  such  as  Public 
Works,  Supply,  Religious  Programs,  Security,  Warehousing  and 
Recreation  as  well  as  to  house  five  key  staff  personnel. 
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FINANCING 

The  Armed  Forces  Retirement  Home  Act  of  1991  establishes. in 
the  Treasury  of  the  United  States  a  trust  fund  to  be  known  as  the 
Armed  Forces  Retirement  Home  Trust  Fund.  Currently  there  exists 
within  this  fund  separate  divisions  for  the  United  Stares  Naval 
Home  and  the  United  States  Soldiers'  and  Airmen's  Home. 
Trust  fund  income  will  consist  of  fines  and  forfeitures,  monthly 
deductions  from  the  pay  of  enlisted  members  and  warrant  officers, 
interest  on  the  fund,  and  members'  monthly  fees.  The  new  law 
requires  that  the  member's  monthly  fee  include  a  percentage  of 
retired  pay,  compensation  or  pension  paid  by  the  Secretary  of 
Veterans  Affairs,  as  well  as  civil  service  annuities  and  Social 
Security  payments.     Starting  in  FY92  the  U.  S.  Naval  Home  will  be 
financed  by  the  trust  fund. 

MEMBERSHIP 

Membership  as  of  31  December  1990  was  357.  Our  male  member's 
range  in  age  from  54  to  101  years,  with  an  average  age  of  7  6 
years.  Our  female  members  range  in  age  from  59  to  96  years,  with 
an  average  age  of  79  years.  There  are  41  female  members.  The 
average  age  of  the  patients  in  the  health  care  facility  is  75 
years.  Average  total  membership  during  the  FY  1990  was  361. 
Membership  has  been  kept  at  a  low  level  because  of  an  extensive 
wall  renovation  project  where  the  contractor  is  working  on 
numerous  rooms.     The  project  is  scheduled  for  completion  in  March 
1992  . 

THE  FY  1992  BUDGET  FOR  OPERATION  AND  MAINTENANCE 

The  United  States  Naval  Home's  FY  1992  operation  and 
maintenance  budget  request  is  $10,055,000. 

THE  FY  1992  BUDGET  FOR  CAPITAL  PROGRAM 

The  United  States  Naval  Home  FY  1992  capital  program  budget 
request  is  $1,253,000. 

CONCLUSION 

The  residents  of  the  United  States  Naval  Home  appreciate  the 
Congress'   interest  in  their  welfare. 
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GOVERNOR  NAVAL  HOME 
CAPTAIN  FRANCIS  J.  FERRY 


J 


Captain  Francis  J.  Ferry  was  born  in  New  Orleans,  Louisiana  and  was  reared  in  Waveland,  Mississippi  with  his  seven 
brothers  and  four  sisters.  He  attended  St.  Joseph  Academy  and  St.  Stanislaus  in  Bay  St.  Louis,  Mississippi.  Following 
his  freshman  year  at  Spring  Hill  College  in  Mobile,  Alabama,  he  transferred  to  Louisiana  State  University  in  New  Orleans. 
At  LSUNO.  he  served  as  Executive  Director  of  the  Student  Government  Association  and  was  chosen  as  a  member  of  Who's 
Who  in  American  Colleges  and  Universities. 

In  June  1965.  he  received  a  Bachelor  of  Arts  degree  in  Education  and  was  commissioned  an  Ensign  through  the  Reserve 
Officer  Candidate  Program.  Prior  to  flight  training.  Ensign  Ferry  served  in  the  USS  WASP  (CVS-18)  as  Navigation 
Administrative  Assistant  and  Officer  of  the  Deck  (Fleet  and  Independent  Steaming). 

Designated  a  Naval  Aviator  in  August  1967,  Lieutenant  Junior  Grade  Ferry  completed  P-3  pilot  training  at  VP-31  before 
reporting  to  VP-6  at  NAS  Barbers  Point,  Hawaii.  As  a  patrol  Plane  Commander  and  Instructor  Pilot,  Lieutenant  Ferry 
deployed  to  both  Sangley  Point,  Republic  of  the  Philippines  and  to  NAF  Naha,  Okinawa.  Subsequent  tours  included  VX-1 
in  Key  West,  Florida;  USS  INDEPENDENCE  (CV-62)  and  Armed  Forces  Staff  College  in  Norfolk.  Virginia;  VP-56  and 
VP-30  at  NAS  Jacksonville.  Florida;  and  back  to  Hawaii  in  command  of  VP-17.  VP-17's  "White  Lightnings"  deployment/ 
detachment  sites  included  NAS  Cubi  Point,  Diego  Garcia  and  Guam. 

Washington,  DC.  assignments  for  Captain  Ferry  were  in  the  Naval  Military  Personnel  Command  as  Director,  Officer 
Promotion/Enlisted  Advancement  Division  and  as  Director,  Career  Progression  Department.  Captain  Frank  Ferry  presently 
serves  as  the  57th  governor  of  the  United  States  Naval  Home  which  is  in  the  157th  year  of  the  proud  naval  tradition  of 
taking  care  of  it's  own. 

Captain  Ferry  is  married  to  the  former  Dianne  Steel  of  Oxford,  Mississippi.  They  have  five  daughters;  Melanie,  Elizabeth, 
Maria,  Rebecca,  Teresa;  and  a  son,  Frank  Jr. 


Captain  Ferry's  decorations  include  the  Meritorious  Service  Medal,  the  Air  Medal;  the  Navy  Commendation  Medal,  the 
Navy  Achievement  Medal  (two  awards),  the  Meritorious  Unit  Commendation  (two  awards).  Navy  Expeditionary  Medal, 
National  Defense  Service  Medal.  Armed  Forces  Expeditionary  Medal  (Korea),  Vietnam  Service  Medal  with  four  Bronze 
Stars,  Sea  Service  Ribbon,  Vietnam  Civil  Action  Unit  Citation  and  Vietnam  Campaign  Ribbon. 
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Mr.  Early.  Captain  Ferry,  the  Naval  Home  has  existed  since 
1832  as  part  of  the  United  States  Navy.  You  are  appearing  before 
our  Committee  today  for  the  first  time  telling  us  we  are  moving  to 
an  independent  agency  of  the  Federal  Government.  Can  you  tell 
the  Committee  why  the  change  after  160  years  with  the  Navy? 

Captain  Ferry.  The  home  originally  was  financed  through  what 
we  call  a  pension  fund,  and  the  pension  fund  was  based  against  the 
United  States  Treasury  for  3  percent  interest.  And  the  interest  ran 
the  Naval — then  it  was  called  the  Naval  Asylum  for  Decrepit  Sail- 
ors in  Philadelphia,  until  1976— correction,  to  1934  as  far  as  financ- 
ing. 

In  1934,  the  pension  fund  had  $14,800,000  in  it,  and  the  country 
was  broke,  and  Congress  took  the  $14,800,000  and  appropriated  the 
Naval  Home  as  a  line  item  in  the  Chief  of  Naval  Personnel's 
budget  from  then  until  the  present.  And  this  October,  we  go  back 
to  a  trust  fund. 

Why  we  are  going  back  to  a  trust  fund  is — it  worked  both  ways, 
and  it  was  the  decision  of  Congress  that  we  would  be  better  served 
working  under  a  trust  fund. 

Mr.  Early.  How  would  you  evaluate  the  current  condition  in  the 
operations  of  the  Naval  Home?  Tell  us  what  your  top  priorities  are 
for  improving  it. 

Captain  Ferry.  Well,  if  you  came  to  the  home  today,  you  would 
see  a  big  crane  sitting  out  front,  sir,  and  it  has  been  sitting  there 
for  a  year  and  it  will  be  sitting  there  for  another  year.  What  hap- 
pened is  we  are  completely  recladding,  reskinning  our  building, 
which  we  are  55  percent  complete  now. 

This  is  probably  the  most  observable,  dramatic  change  that  has 
taken  place.  Residents  are  asked  to  leave  one  set  of  quarters  and 
move  to  different  quarters  as  we  make  this  change.  That  is  a  gen- 
eral observation  about  seeing  the  crane  next  to  our  Home.  What  is 
bothering,  I  think,  the  residents  in  the  future  is  they  never  had  a 
users'  fee  before,  and  so  the  users'  fee  is  going  to  be  a  concern  to 
them. 

My  biggest  project  will  be  to  finish  the  existing  wall  project — I 
figure  by  March  of  next  year  our  building  project  should  be  done, 
to  finish  that  with  the  least  disruption  as  we  can,  to  transition  to 
the  new  rules  with  users'  fees  as  equitably  as  we  can,  and  to  allay 
a  lot  of  concerns  and  fears  that — you  hear  all  the  rumors.  "Is  the 
home  going  to  be  closing  down?" 

And  to  allay  those  concerns  and  those  fears,  to  show  that  basical- 
ly, except  for  the  people  wearing  uniforms,  the  home  is  equally 
served  if  not  better  served  in  the  years  to  come. 

Capital-wise  improvements,  one  of  the  big  ones  going  on  next 
year  will  be  our  galley.  Part  of  the  DODIG  inspection  was  that  our 
food  preparation  area  and  serving  area  and  the  cafeteria  need  com- 
plete renovation,  and  that  is  one  of  the  items  in  our  capital  im- 
provement program  for  next  year.  I  think  it  is  going  to  be  probably 
even  more  disruptive  than  the  move  because  it  is  going  to  be  every 
meal,  three  times  a  day,  for  six  months;  you  will  ask:  "where  are 
you  going  to  eat  today?" 

But  we  will  work  through  that,  too,  sir. 

Mr.  Early.  There  will  be  quite  a  few  changes  in  the  operation  of 
the  Naval  Home  over  the  next  year.  Can  you  tell  us,  first,  how  the 
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transition  from  military  to  the  civilian  management  will  occur  and 
whether  former  managers  will  remain  on  for  a  period  of  time. 

Captain  Ferry.  It  will  occur,  time  schedule-wise,  between  now 
and  June  of  1992  when  all  the  active  military  will  be  gone.  How 
that  will  be  done  is  first  my  position  as  governor.  I  will  retire  on  31 
July,  1991.  The  Navy  right  now  is  considering  me  as  an  interim 
governor  until  the  Armed  Forces  Retirement  Home  Board  can 
nominate  to  the  Secretary  of  Defense  who  they  wish  to  serve  as  the 
governor  for  the  next  five  years.  That  is  my  billet. 

The  other  military  will  leave  when  their  projected  rotation  date 
arrives.  Civilians  will  be  brought  in  as  government  employees,  and 
that  will  take  place  until  June  of  1992.  The  transition,  again,  will 
not  be  all  that  noticeable  except  the  uniform  will  go  away. 

The  individuals  may  or  may  not  go  away,  and  this  is  assuming  if 
you  are  retiring  or  not,  but  hopefully  it  will  be  the  least  disruptive 
for  the  residents.  It  won't  look  like  all  the  blue  suits  just  got  up 
and  left  and  that  is  it. 

Mr.  Early.  With  the  two  boards,  the  DOD  board  and  the  local 
board,  how  will  they  interplay  on  a  transition  to  an  independent 
agency? 

Captain  Ferry.  Sir,  I  don't  work  for  a  board  right  now,  but  I 
think  what  will  happen  is  this.  The  national  board  will  be  the 
policy-making  board,  they  will  set  priorities — for  instance,  what 
General  Hilbert  was  going  through  were  eligibility  categories. 
What  the  General  wasn't  going  through  was  priorities.  One  of  the 
jobs  of  the  National  board  will  be  to  take  those  eligibility  catego- 
ries and  prioritize  them,  and  then  the  local  board  will  be  charged 
with  executing  the  policy  and  overseeing  how  we  execute  the 
policy. 

Mr.  Early.  Isn't  the  local  board  going  to  be  more  apt  to  have  an 
awful  lot  of  people  from  the  local  community? 

Captain  Ferry.  Yes,  sir.  That  is  the  way  it  will  be.  The  majority 
of  people  on  the  local  board  will  be  from  the  local  area,  local  hospi- 
tal, local  VA,  local  gerontologist,  local  expert  in  retirement  homes. 

Mr.  Early.  Do  you  have  a  waiting  list  at  this  time? 

Captain  Ferry.  Yes  sir,  we  have  about  125  people  on  the  waiting 
lists  right  now,  and  again,  that  is  because  of  our  construction.  I 
think  we  had  20  people  who  we  have  asked  to  come  in  between 
now  and  August. 

Hopefully,  the  actual  rooms  of  the  construction  will  be  completed 
by  the  end  of  the  calendar  year  and  we  can  start  bringing  people  in 
by  a  December  time  frame  to  get  up  to  the  full  occupancy  of  580.  I 
expect  the  Home  to  fill. 

Right  now,  our  maximum  capacity  is  580  in  the  tower,  then  our 
60-bed  hospital  complex.  Even  though  we  say  it  is  60  beds,  it  is 
more  like  45  beds. 

Mr.  Early.  But  this  waiting  list  must  have  been  thought  out  by 
the  DOD  board  as  far  as  if  you  are  down  to  354  and  are  moving 
people  out  of  where  you  are  doing  this  repair  and  there  is  evidently 
rooms  for  them  to  move  into,  that  must  have  been  an  intended 
idea. 

Captain  Ferry.  Yes,  sir.  When  I  took  over  in  1988,  we  had  463 
people  on  board,  and  we  got  down — we  didn't  let  anybody  come 
in— through  attrition,  to  390.  Then  we  started  inviting  people  back 
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into  the  home,  so  we  made  allowances  for  beds  so  we  could  move 
people  from  one  wing  to  another,  minimizing  the  number  of  moves. 

What  we  try  to  do  is  once  the  move  has  been  made,  ask  the 
member  to  stay  in  his  new  room  if  he  will.  If  not,  we  promised  him 
the  old  room  back. 

Mr.  Early.  What  are  the  certification  requirements  for  the 
Home? 

Captain  Ferry.  The  law  requires  that  both  homes  receive  some 
type  of  national  certification. 

Mr.  Early.  I  am  not  going  to  keep  this  witness  here,  Mr.  Hoyer. 
Do  you  have  any  questions? 

Mr.  Hoyer.  I  don't  have  any  questions,  na. 

Mr.  Early.  I  have  other  questions,  Captain,  that  I  will  include  in 
the  record  that  you  can  answer,  and  I  just  hope  the  transition  goes 
as  well  as  

Captain  Ferry.  Thank  you,  sir. 

Mr.  Early.  With  that,  we  will  recess  briefly  before  we  hear  from 
the  Peace  Institute. 

Captain  Ferry.  Thank  you,  sir.  The  Naval  Home  appreciates 
coming  before  you  today,  sir. 

[Questions  and  answers  for  the  record  and  the  justifications 
follow:] 
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The  following  questions  were  submitted 
to  be  answered  for  the  record: 
1992  UNITED  STATES  NAVAL  HOME  BUDGET  QUESTIONS 
Mr.  EARLY:     Can  you  tell  us  first  how  the  transition 
from  military  to  civilian  management  will  occur,  and 
whether  former  managers  will  remain  on  for  a  period  of 
time? 

Captain  FERRY:     The  transition  from  military  to 
civilian    management  will  occur  between  July  1991  and  June 
1992  when  all  the    active  duty  military  will  be  gone.  The 
present  civilian  managers  will  remain;  the  last  of  the 
four  key  military  managers  will  depart  in  June  1992. 

Mr.  EARLY:  Can  you  tell  us  how  board  members  will  be 
selected  for  the  two  new  boards,  and  when  the  boards  will 
be  established? 

Captain  FERRY:     Public  Law  101-510,  Armed  Forces 
Retirement  Home,  dated  5  November  1990,  outlines  the 
compositions  of  both  the  Armed  Forces  Retirement  Home 
(AFRH)  Board  and  the  local  Board  of  Trustees.  United 
States  Naval  Home  (USNH)  has  submitted  nominees  for  both 
boards;  the  Board  will  take  effect  not  later  than  the  date 
specified  in  section  1541(a)  as  5  November  1991  or  the 
date  on  which  the  last  of  the  five  members  required  by 
subsection  (b)  is  first  appointed. 

Mr.  EARLY:     What  role  will  the  boards  play  in 
managing  the    transition  to  an  independent  agency? 

Captain  FERRY:     The  Armed  Forces  Retirement  Home 
Board  will  be  the  policy  making  board;  they  will  set 
priorities  and  establish  eligibility  categories.  The 
local  Board  will  be  charged  with  executing  the  policy  and 
overseeing  how  we  execute  the  policy. 

Mr.  EARLY:     What  are  the  certification  requirements 
for  the  Home,     and  when  do  you  expect  to  be  certified? 

Captain  FERRY:     Certification  for  the  Home  is  through 
the  Joint    Commission  on  Accreditation  of  Healthcare 
Organizations   (JCAHO)  or    Continuing  Care  Accreditation 
(CCA) .     With  the  addition  of  13  fulltime  equivalents  we 
expect  to  reach  accreditation  by  FY93. 

Mr.  EARLY:     What  are  the  major  changes  in  personnel 
and  services    which  will  occur? 

Captain  FERRY:     The  major  changes  in  personnel  will 
be  the    transition  from  military  and  civilian  staff  to  all 
civilian  staff.       Services  will  be  unchanged. 

Mr.  EARLY:     Will  there  be  any  disruption  in  services 
or  changes    which  directly  affect  the  care  of  the  Home's 
members? 

Captain  FERRY:     The  care  of  the  Home's  members  will 
not  change  or  be  disrupted  by  the  transition. 

Mr.  EARLY:     What  is  the  current  amount  of  the  Home's 
direct    budget,  and  what  is  your  estimate  of  indirect 
services  provided  by  the  Navy? 

Captain  FERRY:  The  Home's  1991  direct  budget  is 
estimated  to  be  $5,588,000.00.  This  does  not  include 
unfunded  requests  for  $550,000  in  major  repairs  and  minor 
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construction.     The  capital  program  received  $0.00  for 
1991.     Indirect  services  are  estimated  to  be 
$4,045,000.00. 

Mr.  EARLY:     Can  you  give  us  some  sense  of  what  items 
are  in  the     direct  budget,  and  what  is  provided  on  an 
indirect  basis? 

Captain  FERRY:     Items  in  the  direct  budget  include 
personnel     salaries  and  fringe  benefits,  utilities, 
communications,  general     supplies  and  materials, 
equipment,  purchased  services  of  heating,  ventilation, 
and  air  conditioning,  food  service,  house  keeping  and 
similar  items.     Items  in  the  indirect  budget  include 
medical  and  dental  services,  base  support,  financial 
accounting,  inspections  and  audits,  facilities 
engineering,   supply  support  and  contracting. 

Mr.  EARLY:     Is  the  current  operating  and  capital 
budget  largely    meeting  the  needs  of  the  Home? 

Captain  FERRY:     The  needs  of  the  Home  are  being  met 
with  the     exceptions  stated  above. 

Mr.  EARLY:     Will  the  operating  and  capital  budgets 
included  in  the  President's  Budget  adequately  fund  the  new 
agency  in  1992? 

Captain  FERRY:     The  President's  Budget  will 
adequately  fund  the    new  agency  with  the  exception  of 
additional  staff  to  support  attaining  Congressionally 
mandated  certification.     The  certification  process 
requires  an  additional  13  full  time  equivalent  staff 
positions  at  an  annual  cost  of  $388,000.00  in  salaries  and 
$90,000.00  in  fringe  benefits.     The  process  could  be 
completed  in  FY93.     Additionally  $200,000.00  in  the 
capital  program  is  need  for  the  design  work  for  the 
construction  of  an  80  bed  Residential   (Intermediate)  Care 
Facility. 

Mr.  EARLY:     What  is  the  status  of  your  1992 
authorization  for  appropriations? 

Captain  FERRY:     The  1992  authorization  for 
appropriations  has  been  included  in  the  President's  Budget 
in  the  amounts  of  $10,055,000   for  Operation  and  Maintenance 
and  $1,253,000.00  Capital  Program. 

Mr.  EARLY:  The  Committee  understands  that  you  have  a 
major     renovation  underway. 

a.  Can  you  tell  us  exactly  what  is  being  done? 

b.  When  will  this  be  completed? 

c.  What  will  be  the  capacity  of  the  facility 
when  it  is  completed? 

d.  What  is  the  total  cost  of  this  renovation 
and  how  is  it  being  funded? 

e.  Does  this  include  all  the  equipment  and 
furnishings? 

Captain  FERRY:     The  Naval  Home  residence  was 
constructed  in  1976  with  an  exterior  surface  of 
prefabricated  brick  panels.     Panels      covering  floors  two 
through  eleven  were  assembled  with  a  mortar 
strengthening  additive  that  allegedly  failed  causing 
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serious  leaks,  property  damage  and  a  safety  hazard. 

a.  The  entire  exterior  surface  of  the  building 
including  window  systems  is  being  replaced 
with  an  aluminum  curtain  wall  system.  This 
project  also  includes  replacement  of 
exterior  wall  insulation  for  each  room, 
installation  of  fire  proofing  material, 
additional  smoke  control  doors,   new  ceiling, 
wall  and  floor  finishes  and  replacement  of 
all  roof  systems. 

b.  The  official  contract  completion  date  is 
March  1992,  but  could  finish  as  early  as 
December  1991. 

c.  The  total  room  capacity  of  the  Naval  Home 
main  residence  building  will  remain  at  580. 

d.  Project  is  est  60%  complete.  Total  cost 
estimated  to  be  in  excess  of  $13  Million. 
Project  funded  with  fiscal  year  1989  and 
1990  appropriations. 

e.  Does  include  new  built-in  desk  units  as 
replacements  for  those  removed  during  brick 
panel  demolition.  Other  furnishings  such  as 
bed,  dresser,   etc.  are  reused.     Does  not 
include  cost  of  new  drapes. 

Mr.   EARLY:     Are  there  any  other  major  capital 
improvement  projects  which  are  currently  underway,   or  in 
the  planning  stages? 

—      What  are  the  future  funding  requirements  for  those 
projects? 

Captain  FERRY:     Capital  improvement  projects  are  as 
follows : 

FY-91     ITEM:   #1  INSTALL  THERAPEUTIC  POOL  AT  HOSPITAL: 

Includes  installation  of  a  handicapped  accessible 
therapeutic  pool  in  the  health  care  department 
courtyard  to  support  therapeutic  requirements  of  a 
long  term  health  care  facility.     Design  is  complete 
and  ready  to  process  for  competitive  bidding. 
Estimated  cost:     $84,000  -  Not  funded  in  FY-91. 
ITEM:    #2  DESIGN  TO  INSTALL  ADDITIONAL  EMERGENCY 
GENERATOR :  Estimated  design  cost:     $5,000  -  Not 
funded  in  FY-91. 

ITEM:    #3  DESIGN  TO  UPGRADE  PUBLIC  ADDRESS  SYSTEM 
AND  NURSE  CALL  SYSTEM  BLDG.l:  Estimated  design 
cost:     $13,000  -  Not  funded  in  FY-91. 
ITEM:  14  DESIGN  ENCLOSURE  OF  STORM  DRAIN: 
Estimated  design  cost:     $20,000  -  Not  funded  in 
FY-91. 

ITEM:   #5  ENCLOSE  STORM  DRAIN:     Includes  covering 
the  large  storm  drainage  ditch  extending  east/west 
through  property.     The  ditch  provides  potential  for 
environmental  hazards  associated  with  spills/leaks 
from  several  fuel  storage  tanks  and  for  safety 
hazards  associated  with  pedestrians  and  vehicles. 
Residents  have  walked  and  driven  into  the  ditch  on 
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several  occasions.  Estimated  cost:  $210,000  -  Not 
funded  in  FY-91. 

ITEM:  16  DESIGN  MODIFICATION  TO  QUARTERS  B.C.D,E: 
Estimated  design  cost:  $6,000. 
FY-92     ITEM:   #1  REPAIRS  AND  ALTERATIONS  TO  FOOD  SERVICE 
FACILITIES :     Includes  repairs  to  floors,  ceilings 
and  walls,   installation  of  floor  drains  and 
modifications  to  the  garbage  disposal  system, 
ventilation  system  and  food  service  area. 
Hazardous  conditions  include:     Slick  surfaces  which 
pose  a  constant  slipping  hazard  and  require 
resurfacing  and  provisions  for  drainage;  inadequate 
ventilation  in  high  heat/moist  areas.  Existing 
walls  are  deteriorating  from  excessive  moisture, 
are  expensive  and  difficult  to  maintain  and  provide 
a  constant  breeding  ground  for  roaches. 
Additionally,  structural  ceiling  supports  a&d  metal 
are  severely  rusted/corroded,  and  the  garbage 
disposal  system  is  inefficient,  antiquated  and 
extremely  costly  to  maintain.     The  poor  condition 
of  the  food  service  facility  was  listed  as  a  major 
discrepancy  in  the  1990  DoD  Inspector  General's 
report.     Estimated  cost:  $897,000. 
ITEM:   #2  DESIGN  FOR  CONSTRUCTION  OF  80  BED 
RESIDENTIAL  CARE  FACILITY:  FY-94  Project.  Estimated 
design  cost:  $200,000. 

ITEM:    #3  DESIGN  FOR  ADDITIONAL  ELEVATORS  AND 
REPLACEMENT  OF  DRIVE  GEAR  IN  EXISTING  CARS: 
Estimated  design  cost:  $26,000. 
ITEM:   #4  INSTALL  ADDITIONAL  500KW  EMERGENCY 
GENERATOR :     The  additional  unit  is  required  to 
provide  power  for  HVAC  at  select  areas  and  critical 
equipment /spaces  not  supported  by  the  single  unit 
currently  in  place  at  Bldg  1.     In  addition,  the  2nd 
generator  will  be  used  to  back-up  the  existing  unit 
in  case  of  failure  or  during  servicing  and  if 
needed  in  a  hurricane  disaster.     Estimated  cost: 
$81,000. 

ITEM:  15  CONSTRUCT  MODIFICATION  TO  QUARTERS  AND 
CARPORTS :     Expansion  of  quarters  B,C,D,E  is 
required  to  meet  space  allowances  authorized  for 
GS-13  and  higher  civilian  employees.  Current  net 
square  footage  is  short  of     requirement.  Included 
are  modifications  to  existing  carports  which  will 
protect  property  from  constant  exposure  to  the  salt 
air  environment  and  will  provide  much  needed 
storage  space.     Estimated  cost:  $75,000. 
ITEM:  16  UPGRADE  PUBLIC  ADDRESS  SYSTEM  AND  NURSE 
CALL  SYSTEM  BUILDING  1:   Includes  replacement  of 
antiquated  equipment,   improving  quality  of  sound 
for  population  served  and  increasing  the  ability  to 
zone  messages  if  required.     Estimated  cost 
$200,000. 

ITEM:  17  DESIGN  TO  REPLACE  TELEPHONE  SYSTEM: 


43-425   0—91  44 
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Estimated  design  cost:  $60,000. 

ITEM:_J8  DESIGN  FOR  INSTALLATION  OF  WHIRLPOOL  TANKS 
AND  HEAD/SHOWERS  IN  COURTYARD:   Estimated  cost: 
$4,000. 

ITEM:    #9  DESIGN  TO  CONSTRUCT  ADDITIONAL  PARKING  FOR 
INCREASED  POPULATION:  Estimated  design  cost: 
$10,000. 

ITEM:    #10  DESIGN  TRAFFIC  MONITOR  IS LAND /SHELTER: 
Estimated  design  cost:  $3,000. 
FY-93     ITEM:    #1  INSTALL  TWO  NEW  ELEVATOR  CARS  AND  REPLACE 
DRIVE  GEAR  IN  EXISTING  CARS:   Includes  installation 
of  two  additional  new  elevators  in  existing  vacant 
shafts  and  replacement  of  hoist  machines  on  the 
existing  six  elevators.     The  existing  hoist 
machines  operate  at  very  slow  speeds,   are  becoming 
increasingly  more  costly  to  maintain  and  are  fast 
approaching  their  life  expectancy  after  14  years  of 
continuous  service.     Estimated  cost:  $425,000. 
ITEM:    #2  CONSTRUCT  80  BED  ADDITION  TO  HEALTHCARE 
FACILITY:   Includes  construction  of  a  RESIDENTIAL 
CARE  FACILITY  with  an  80  bed  berthing  area  and 
dining/support  services.     Designed  around  veterans 
administration  nursing  care  guidelines,   its  support 
facilities  include  x-ray  lab,  physical  therapy, 
outpatient  clinic,  dental  office,  exam  rooms  and 
doctors'   offices  equivalent  to  USSAH's  200-bed  ICF. 
This  facility  will  provide  urgently  needed  space 
for  residents  who  require  special  care  and  are 
currently  housed  in  the  regular  berthing  areas  on 
the  3rd  floor  of  the  dormitory  building.  These 
residents  require  some  degree  of  medical 
intervention  in  the  form  of  nursing  home  care  on  a 
24  hour  basis.  Many  are  confined  to  wheelchairs  or 
require  constant  surveillance  due  to  loss  of 
faculties.     Emergency  evacuation  of  3rd  floor 
residents  is  labor  intensive  and  dangerous  due  to 
the  lack  of  proper  handicap  escape  routes  which 
were  not  considered  during  original  construction. 
Neither  does  the  single  floor  branch  hospital  have 
space  to  house  these  residents.     Construction  of 
this  new  ground  floor  facility  will  ensure  a  safe 
environment  with  controlled  access  to  the  grounds. 
Estimated  $  21,500,000. 

ITEM:   #3  UPGRADE  TELEPHONE  SYSTEM:  The  current 
leased  telephone  system  is  an  antiquated,   14  year 
old  unit  loaded  to  capacity  without  any  option  for 
an  expansion  of  service.  A  shortage  of  riser 
distribution  cables  makes  it  impossible  for  each 
current  resident  to  have  a  private  residential 
line,  if  desired;  this  problem  will  increase  when 
the  home  is  fully  occupied.  Estimated  cost: 
$800,000. 

ITEM:   #4  CONSTRUCT  HOBBY  SHOP:  Includes 
construction  of  6000  SF  building  to  support  a 
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multi-functional  hobby  shop  for  all  interested 
residents.     The  current  hobby  shop  occupies  a  70 
year  old  wood  structure  originally  designed  as 
living  quarters.     Working  space  is  extremely 
scarce,   severely  limiting  the  number  of  residents 
who  can  use  the  facility  at  one  time.   In  addition, 
the  building  is  remote  from  the  dormitory, 
preventing  most  residents  from  using  the  facility 
very  often.     The  new  hobby  shop  was  designed  to 
accommodate  a  wide  range  of  hobbies,  including 
pottery,  and  will  be  located  directly  outside  of 
the  dormitory  area.  Design  is  complete  and  ready  to 
advertise  for  competitive  bidding.  Estimated  cost: 
$866,000. 

ITEM:   #5  CONSTRUCT  ADDITIONAL  PARKING:  Additional 
parking  is  required  to  meet  the  anticipated  demand 
associated  with  a  full  occupancy  load  of  600 
residents.     Only  251  residential  parking  spaces  are 
available  at  present.  Adequate  parking  space  will 
not  be  available  to  residents  if  the  additional 
parking  is  not  constructed.  Estimated  cost: 
$150,000. 

ITEM:    #6  INSTALL  WHIRLPOOL  TANKS  IN  CENTER 
COURTYARD :     Includes  installation  of  2  whirlpool 
type  tanks  in  the  center  courtyard  and  construction 
of  toilet/changing  facilities.     Estimated  cost: 
$40,000. 

ITEM:   #7  CONSTRUCT  TRAFFIC  MONITOR  ISLAND/SHELTER: 
Includes  construction  of  a  concrete  island  with 
small,  temperature  controlled  shelter  to  be  located 
in  the  center  of  the  main  entrance  roadway, 
recessed  from  the  frontage  road  to  allow  security 
personnel  to  safely  stop  incoming  traffic,  give 
directions,  and  issue  passes  without  backing 
traffic  on  to  the  frontage  road.     The  current 
location  has  potential  to  cause  an  accident.  The 
visitor  area  will  allow  for  pulling  out  of  the  main 
stream  of  traffic  while  passes  are  being  issued. 
Estimated  cost:  $20,000. 

FY-94     No  capital  projects  planned  at  this  time. 

FY-95     No  capital  projects  planned  at  this  time. 

FY-96    No  capital  projects  planned  at  this  time. 

Mr.  EARLY:  The  Department  of  Defense  Retirement 

Homes  Advisory  Board  and  Inspector  General  both  completed 

reports  on  the  Naval  Home's  operation  last  year.  What 

were  the  major  recommendations  of  these  reports  and  how 

are  they  being  addressed? 

Captain  FERRY:  Medical  planning/oversight 

procedures  and  adequate  food  service  program.  All  issues 

have  been  addressed  and  were  considered  responsive  by  the 

D0D  IG  auditors. 

Mr.  EARLY:     As  you  know,  the  1992  appropriation  you 

are  requesting  will  be  provided  from  trust  funds. 
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a.  What  are  the  sources  of  revenues  in  1991  and 
1992? 

b.  What  is  the  projected  balance  in  the  fund  at 
the  end  of  1991,   1992,  and  1993? 

c.  Will  the  Navy  and  Marine  revenues  and 
expenditures  out  of  the  trust  fund  be  separate 
from  those  which  support  the  Soldier's  and 
Airmen ' s  Home? 

d.  Will  this  change  in  1994? 

e.  Are  the  income  projections  for  the  combined 
trust  funds  sufficient  to  cover  both  Homes  into 
the  foreseeable  future? 

Captain  FERRY:  The  1992  appropriation  is  as 
follows : 

a.  Sources  of  revenues  are  payroll  deduction,  fines 
and  forfeitures,   and  beginning  in  FY92  user's 
fees  and  interest  earned  on  the  trust  fund 
balance . 

b.  The  projected  balance   (without  interest 
computed)  at  the  end  of  1991  is  $7,500,000.00, 
1992  is  $18,000,000.00  and  1993  is 
$15,800,000.00. 

c.  The  Soldier's  and  Airmen's  Home  and  the  Naval 
Home  will  each  have  a  division  within  the  trust 
fund. 

d.  The  trust  fund  divisions  will  end  30  September, 
1994. 

e.  Income  projections  will  cover  both  Homes  into 
the  foreseeable  future. 

Mr.  EARLY:   How  will  the  membership  of  the  Home's 
residents  change  on  October  1st  of  this  year? 

Captain  FERRY:  Actual  membership  of  the  Home  will 
not  change  until  the  125  applicants  on  the  waiting  list 
are  admitted.     Future  membership  will  be  reflected  by  the 
criteria  and  priority  established  by  the  Armed  Forces 
Retirement  Home  Board. 

Mr.   EARLY:   How  many  people  do  you  have  on  the 
waiting  list  for  admission? 

—  Do  you  have  any  estimate  as  to  how  this  number 
may  be  increased  when  membership  is  opened  up? 

Captain  FERRY:  We  have  125  applicants  on  the 
waiting  list. 

—  Following  wall  panel  construction,  we  expect  the 
Home  to  fill  to  maximum  capacity  of  580 
residents  in  individual  rooms. 

Mr.  EARLY:  Will  people  be  able  to  apply  to  both  the 
Naval  Home     and  to  the  Soldiers'   and  Airmen's  Home  after 
October? 

Captain  FERRY:  Yes,  under  procedures  prescribed  by 
the  Armed  Forces  Retirement  Home  Board  since  all  services 
will  be  eligible  under  specific  Board  guidelines. 

Mr.  EARLY:  What  will  be  the  admissions  priorities 
for  members,  and  will  they  be  different  than  the  Soldiers' 
and  Airmen's  Home? 
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Captain  FERRY:  We  expect  admission  priorities  to  be 
the  same;  however,  preference  given  to  individual  services 
under  each  category     as  established  by  the  Armed  Forces 
Retirement  Home  Board. 

Mr.  EARLY:  Provide  a  summary  of  ongoing  and  planned 
capital  construction  projects. 

Captain  FERRY:     This  summary  of  ongoing  and  planned 
construction  projects  is  the  same  as  that  listed  in 
response  to  an  earlier  question. 

Mr.  EARLY:     Provide  a  table  which  reflects  trust 
revenues,   expenditures,   and  end-of-year  balances  for  1991 
-  1993. 

Captain  FERRY:  Table  reflecting  trust  revenues, 
expenditures,  and  end  of  year  balances  for  1991-1993 
follows : 

USNH  INCOME  (millions) 


Item  FY91  FY92  FY93 

Pay  Deduction  4,000,000  3,900,000  3,800,000 

User  Fees  0  500,000  800,000 

Fines  and  3,500,000  24,900,000  24,600,000 

Forfeitures 

Total  Income  7,500,000  29,300,000  29,200,000 

Budget  0^  11,300,000  13,400,000 

Total  Income  7,500,000  18,000,00  15,800,000 

Minus  Budget 

Grand  Total  in  Trust  Fund  end  of  FY93:    41.3  (Investment  of 
trust  fund  balance  will  earn  interest  beginning  November 
1991.     The  interest  rate  has  yet  to  be  established 
therefore  projections  are  not  available.) 


*  Appropriated  Funds  used  by  the  Home  for  FY91 
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Gulfport,  Mississippi 
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JUSTIFICATION  OF  ESTIMATES  FOR  THE  UNITED  STATES  NAVAL  HOME,    FY  1992 


Operation  and  Maintenance:  For  operation  and  maintenence  of  the  United 
States  Naval  Home,  to  be  paid  from  funds  available  to  the  Naval  Home  in 
the  Armed  Forces  Retirement  Home  Trust  Fund,  $10,055,000. 


Capital  Program    For  construction  and  renovation  of  the  physical  plant, 
to  be  paid  from  funds  available  to  the  Naval  Home  in  the  Armed  Forces 
Retirement  Home  Trust  Fund,  $1,253,000,  to  remain  available  until 
expended. 


MEMBERSHIP : 


1990 
Actual 


1991 
Estimate 


1992 
Estimate 


Number  of  Residents  in  Dormitory 


295 


314 


310 


Number  of  Residents  in 
Long  Term  Health  Care  Unit 


77 


76 


80 


Total 


372 


390 


390 


EMPLOYMENT : 


Full-time  permanent  (FTE) 


131 
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SUMMARY  TABLE 

($000) 


1992 
Estimate 


BUDGET  AUTHORITY 

O&M  $10,055 

Capital  Frogram  1 , 253 

Total  Budget  Authority  $11 , 308 
OUTLAYS 

O&M  $  9,975 

Capital  Program  571 

Total  Outlays  $10 , 546 

EMPLOYMENT- FTE  181 
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SUMMARY  TABLE 

( $000) 


1992 
Estimate 

BUDGET  AUTHORITY 

Operation  and  Maintenance  CO&M1 

11  Personnel  compensation  $  4,932 

12  Personnel  benefits   937 

21     Travel   80 

23  Communications,  utilities  &  miscellaneous  charges..  743 

24  Printing  and  reproduction   5 

25  Other  services   2,511 

26  Supplies  and  material   674 

31  Equipment                                                                        .  .  .  .  173 

Total  O&M  $10,055 

Capital  Program   1 ,  253 

Total  Budget  Authority  ■  $11,308 

OUTLAYS 

O&M  $  9,975 

Capital  Program   571 

Total  Outlays  $10,546 

EMPLOYMENT   181 
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STANDARD  CLASSIFICATION  SCHEDULE  FOR  OBLIGATIONS  ($000) 


1992 
Estimate 

11  Personnel  compensation   $  4,932 

12  Personnel  benefits   937 

21     Travel   80 

23  Communications,  utilities,  and  miscellaneous  charges..  743 

24  Printing  and  reproduction   5 

25  Other  services   2,511 

26  Supplies  and  material   674 

31     Equipment   173 

Total  obligations   $10,055 

Budget  Authority  .-   $10,055 

Member  cost: 

Average  number  of  Residents   390 

Average  cost  per  Resident  (in  $l's)   $25,782 
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EXPLANATION  OF  FY   1992  OPERATION  AND  MAINTENANCE  ESTIMATES 
BY  OBJECT  CLASS  ,$000) 

11  Personnel  compensation  ($4,932): 

Funds  requested  are  to  support  181  FTE  positions.     Estimate  includes 
the  effect  of  the  anticipated  FY  92  (4.2  percent)  pay  raise  for 
three  quarters  of  FY  92. 

12  Personnel  benefits  ($937): 

Benefit  costs  are  directly  related  to  requested  personnel 
compensation  for  181  FTE  positions. 

21     Travel  ($80): 

Funds  requested  are  for  travel  by  the  Naval  Home  Board  of  Trustees 
while  establishing  regulations  for  the  internal  direction  of  the 
home  and  for  the  continued  enhancement  and  upgrading  of  staff 
education  and  training. 

23  Communications,   utilities  and  miscellaneous  charges  ($743); 
Funds  requested  are  for  telephone  costs  and  for  the  costs  of 
electricity,  natural  gas  and  sewage  disposal. 

24  Printing  and  reproduction  ($5): 

Funds  requested  are  for  printing  of  envelopes,   letterheads  and 
standard  forms  by  the  Government  Printing  Office.  - 

25  Other  services  ($2,511): 

Funds  requested  are  for  the  following  contracts: 
Food  service 
Laundry 
Funerals 

Elevator  inspection 

Elevator  maintenance 

Fire  alarm  system  maintenance 

Heating,  ventilation  and  air  conditioning  maintenance  and 

operations . 
Grounds  maintenance 
Custodial  services 
Pest  control 

Garbage  removal  and  disposal 
Medical  services 

26  Supplies  and  material   ($674  1: 

Funds  requested  are  for  general  operating  supplies,  maintenance 
supplies  and  medical  supplies. 

31     Equipment  ( $173  1  : 

Funds  requested  are  for  replacement  of  equipment  which  is  beyond  its 
economic  life  and  to  purchase  initial  equipment  to  upgrade  the 
physical  and  inhalation  therapy  programs. 
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STANDARD  CLASSIFICATION  SCHEDULE  FOR  OBLIGATIONS  ($000) 

1992 
Estimate 

Capital  Program 

3  2     Lands  and  structures   $  1,253 

Budget  Authority   $  1,253 


EXPLANATION  OF  FY  1992  CAPITAL  PROGRAM  ($000) 

_2     Lands  and  structures  ($1,253): 

The  budget  authority  requested  is  for  construction  and  renovation 
of  the  physical  plant  in  1992. 


1358 


FISCAL  YEAR  1992 
CAPITAL  PROGRAM 

The  Home's  Capital  Program  request  for  FY  92  is  $1,253,000  which 
will  support  needed  restoration  and  improvement  projects  among  the 
Home's  facilities  including:  repairs  and  alterations  to  food  service 
facilities;   installation  of  additional  500KW  emergency  generator; 
modification  to  quarters  and  carports;  and  upgrading  public  address 
system  and  nurse  call  system. 


PROJECT:  Repairs  and  alterations  to  food  service  facilities  ($897) 

Includes  repairs  to  floors,  ceilings  and  walls,  installation 
of  floor  drains  and  modifications  to  the  garbage  disposal 
system,   ventilation  system  and  food  service  area.  Hazardous 
conditions  include  slick  surfaces  which  pose  a  constant 
slipping  hazard  and  require  resurfacing  and  provisions  for 
drainage;  and  inadequate  ventilation  in  high  heat/moist 
areas.   Existing  walls  are  deteriorating  from  excessive 
moisture,  are  expensive  and  difficult  to  maintain  and  provide 
a  constant  breeding  ground  for  roaches.     Structural  ceiling 
supports  and  metal  are  severely  rusted/corroded.     The  garbage 
disposal  system  is  inefficient,  antiquated  and  extremely 
costly  to  maintain.     The  poor  condition  of  the  food  service 
facility  was  listed  as  a  major  discrepancy  in  the  1990  DOD 
Inspector  General's  report. 

PROJECT:   Install  additional  500KW  emergency  generator  ($811: 

The  additional  emergency  generator  is  required  to  provide 
power  for  HVAC  at  select  areas  and  for  critical  equipment  and 
spaces  not  supported  by  the  single  unit  currently  in  place. 
In  addition,  the  second  generator  will  be  used  to  back-up 
the  existing  unit  in  case  of  failure  or  during  servicing  if 
needed  in  a  hurricane  disaster. 

PROJECT:  Construct  modification  to  quarters  and  carports  ($75); 

Expansion  of  four  quarters  is  required  to  meet  space 
allowances  authorized  for  GS-13  and  higher  civilian 
employees . 

Current  net  square  footage  is  short  of  requirement.  Included 
are  modifications  to  existing  carports  which  will  protect 
property  from  constant  exposure  to  the  salt  air  environment 
and  will  provide  much  needed  storage  space. 

PROJECT.  Upgrade  public  address  system  and  nurse  call  system  ($200); 
Includes  replacement  of  antiquated  equipment,  improving 
quality  of  sound  for  population  served  and  increase  the 
ability  to  zone  messages  to  specific  areas  if  required. 


WITNESSES 


Page 

Aultman,  Dr.  M.C   1313 

Backley,  R.V   345 

Baker,  Richard   345 

Blansitt,  Edward   587 

Boehne,  Kenneth   925 

Bower,  G.L   925 

Briggs,  E.D   483 

Byrnes,  Maureen   375 

Carney,  Bernice   1187 

Carvatta,  R.J   691 

Chamberlain,  C.J   925 

Cleary,  P.J   691 

Collins,  Jan   545 

Curtis,  J.M   427 

Darden,  Harding,  Jr   587 

DeLury,  B.E   101 

DeMarco,  Frederic   197 

DeSio,  J.E   587 

Doyle,  W.J.,  III   1123 

Durkin,  M.P   101 

Ferrara,  L.J   345 

Flores,  B.L  ,   101 

Foulke,  E.G.,  Jr   545 

Frye,  D.R   587 

Gannon,  Jack   483 

Gheen,  Col.  J.W   1313 

Gill,  W.A.,  Jr   691 

Ginsburg,  P.B   765 

Grider,  Col.  R.J   1313 
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